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Background and Scope

Background

Introduction
RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes in 2rn and the financial control self-assessment questionnaire. This
report should be considered in conjunction with the 2rn Risk Register.
Regulatory / Legislative Background

a) Code of Practice for the Governance of State Bodies

Section 7.5 of the 2016 Code of Practice for the Governance of State Bodies
(“the Code”) outlines that:

“The Board should undertake an annual review of the effectiveness of
internal control systems to ensure that it has considered all aspects of risk
management and internal control”

Furthermore, the Code’s ‘Business and Financial Reporting Requirements’, a
supporting document to the main Code, outlines that:

“The Chairperson’s report to the relevant Minister regarding the system of
internal control should be included in the annual report of the State body.”

Each year, as part of the year-end cycle, Internal Audit carries out specific
work in this area to ensure that the Board of RTE is in a position to sign-off on
its responsibilities under the Code. In addition to updating the Risk Registers,
each Division and corporate functions complete a self-assessment
questionnaire which forms the basis of Internal Audit testing of financial
controls.

In the Annual Report for the year-ended 31 December 2018, the Board of
RTE is required to confirm that, through the Audit & Risk Committee, it has
conducted a review of the effectiveness of the system of Internal Control in
the Group. This report forms part of the Committee’s consideration.

b) Directors' Compliance Statement

The Companies Act 2014 imposes a requirement on directors to include a
Directors' Compliance Statement in the annual directors' report. The directors
are required to confirm their responsibility for securing the company's
compliance with certain relevant obligations and to confirm that assurance
measures (actions) have been carried out or if they have not, to explain why.

This audit is an important input to Internal Audit's programme of work to
provide assurance to the directors in this area.

Objective and Scope

The scope of this review were the financial controls in place in 2rn at 31
December 2018. This review was undertaken in line with an Internal Audit
work-programme and covered the verification and testing of the financial
processes and control activities set-out in Appendix A.

The scope of the review included the following:

v Verifying the existence and operation of the key controls in place in
respect of the financial processes in 2rn (set-out in more detail in the
table overleaf);

v Reviewing the reasonableness of the ratings assigned to the financial
control questions, based on the documented controls in place; and

v Testing the operation of a sample of controls which management has
taken into account in arriving at the effectiveness rating.

The scope did not include:

X IT audit of the financial systems;
X Afull regulatory audit of the Tariff Pricing Models.

This review was focused on verification and testing of the operation of
controls — via inspection, review of process flows and substantive testing —
and did not represent a full financial audit of each process.
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Objectives and Scope

Objective and Scope (Cont'd)

The key controls in place in respect of the financial processes in 2rm are set-out in the table below:

-

A Purchading and sccounts paysble Raising and processing of Purchase Drders [POs); recaipting: processing of supplier invalces;
compliance with Purchasing Procedures and Guidelines including tendernng and the use of
purchase cards; amendments to masterfiles; payment procedures

8 Sales and accounts receivable Rewiewing prooedunes for set-up of new custorers and credit status; Srmasdcing Customers;
cash collection procediites and account management; credit notes; segregation of duties;
feconciliations

4
i F i Cash and tressury Maintenance of bank sccounts; recording of cash transactions; payments to suppliers and
mm,mmmmmﬂndmm authortsation / sign-off

D Inventory Recording of imventories, stock movement; provislons against carmying vakse; authorisatson

' of right-offs: '

E Fined sssets Recording azsers) valuation; additions and disposals; capital expenditure projects; sign-off
and approval

F People payments Payvoll payrments; personsl expenses; recording of annual lesve; reconcillation to General
Ledger; sepregation of dutles; filing of retuns

|
| G Mansgement accounts [ financial dlose Preparation; review and dearance; financial close; intercompany accounts; manual jourmals
And SUSPENSe JCCOLNTS
H  Taxcompliance = VAT / Employment Tanes WAT; PAYE [ PRSI, Professional Senvices Withholding Tax — covered a5 padt of work on the

Directors” Compliance Stateméent
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Risk and Summary Findings

The key RTE corporate risks addressed by the report are as follows:

= Rizk # 6 - Management of Finances and Business Planning
* Rixk #5 - Fadure to grow Commerclal Revenus

Other specific RTE risks refevant to this report are as follows:

» Proger books of acoount not beimg maintaboed
= Frauid

The audin has aleo taken o account the 2on Rk Register,

We verified the existence and operation of the Zro Fnancial controls within the scope of this review,

The ratings assigned to the financial controd questions in each of the process areas highlights that a strong control envirenment exists, with the average control
effectiveness rating BE¥+ across the financial processes, In general, the ratings are broadly consistent with those reported last year and are consistent with those
reported by other BTE Divisions.

The effectiveness ratings assigned 1o the financial controds in the Internal Financial Control Seif Assessment Questionnaire are reasonable and, for the sample tested,
consistent with the underlying controls in place. Mo issues were sdentified in this audit which merit dassification as "key management issues”

Please refer to Appendix A for details of the specific controls tested and the audit activities undertaken by Internal Audit

Due to limited numbers of staff within certain functions, namely Treasury and Payroll, all functions are not fully segregated, In mitigation, all payroll and banking
transactions and postings are approved by the Financial Controfler, Refer to the action plan in Appendix C for more details on this area.
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Conclusion and Rating

Dwverall Conclusion

Each year, a3 part of a broader review of compliance with the Code of Practice for the Governonce of State Bodies and the Director’s Complionce Stotement,
Internal Audit carries out specific work in the area of internal financial control in each RTE division.

Specific audit work has been underaken in relation to financlal control in 2 for the year ended 31 December 2008, focadng on reviewing the key financal
controls. Responsibility for certain financial processes resides with bocal Finance in 2rn as opposed to Central Shared Services in RTE Groug Finance.

fnernal Awdit has venfied and tested the operation of a sample of firencial controds in 2em. Based on the samples tested a3 pan of this review, as summarsed
b Appendix A, we conclude that the controls are i existence and operaring effectively.

W woould like e thank staif in 2en for thelr assistance during the course of this assignnvent.

N

Poge d



REPORT ON 2RN FINANCIAL CONTROL

Al
1)

A2
2)

3)

4)
A3
5)
6)

A4
7)

B.1
8)

Key Control Activity

Purchasing and Accounts Payable

Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.

Purchasing and Tendering
Competitive tendering procedures
Purchasing Procedures and Guidelines
Payment Procedures

Segregation of Duties: the staff members responsible for ordering/ e
receipting goods are not also responsible for processing payment

of invoices

All invoice payments and payment runs are authorised by e
appropriate personnel

exist, underpinned by

Invoices are paid by their due date and in accordance with Late e
Payment Regulations

Creditor Reconciliations

Creditor reconciliations of key supplier statements are performed o
on a monthly basis and reconciling items are properly followed up
and cleared

The creditors’ listing in the creditor’s ledger is reconciled to the e
creditor’s balance per the GL control account on a monthly basis
Purchase Card

RTE Purchasing Card Guidelines 2015 °

Sales and Accounts Receivable

A —TESTING OF CONTROLS

Summary of Test of Control

Examine one 2rn tender in 2018 and examine documentation,
evaluation sheet, award letter, etenders notification, etc.

Assess the design of Segregation of Duties procedures.

Test a 2rn EFT payment run (for both Domestic and non-domestic)
and review for authorisation. Trace the payment through to the bank
statement and General Ledger.

Review a sample of invoices from the payment run for proof of prior
approval before payment.

Check a sample of the invoices on - to verify that they were
paid by due date.

Examine a sample of creditor reconciliations in different months and
check all reconciling items have been followed up and cleared the
following month.

Audit a reconciliation of the creditors’ listing in the Creditor’s ledger
to the creditors’ control account in the GL for one month.

Select a 2rn Purchase Card envelope for one month in 2018 and
confirm that supporting documentation is in place with appropriate
approval.

Inspect files generally for existence, approval and retention.

Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.

Customer Sales
Credit control procedures are carried out prior to granting credit e
status to new customers

RTE Internal Financial Control Self-Assessment Questionnaire

Review set-up procedures and checks undertaken for one new
customer (credit checks, credit limits, payment in advance etc).

Testing Approach

Observation and inspection
Walkthrough Testing and
Approval

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Walkthrough Testing
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REPORT ON 2RN FINANCIAL CONTROL

9)

10)
B.2
11)
12)

B.3
13)

c1
14)
15)
16)
c2
17)
18)

Cc3
19)

Key Control Activity

Procedures are in place for processing customer orders and formal
contracts or supporting documentation are filed

All discounts from rate card are approved by an appropriate
official in advance

Debtor Reconciliations

Reconciliations of the debtors listing to the Debtor’s control
account in the GL are performed and reconciling items are
properly investigated.

A review of the aged debtors report is performed each month with
particular emphasis on overdue balances

Credit Notes

Credit notes are approved by a senior official after considering the
reasons for the credit note

Cash and Treasury

A —TESTING OF CONTROLS

Summary of Test of Control

Inspect contract / Accommodation Request Form (ARF) with
supporting documentation for one order.

Verify sign-off and prior approval in one instance where there was a
deviation from the rate card

Examine a reconciliation of the debtors’ listing / ledger to the
debtors’ control account in the GL for one month and review
reconciling items

Analyse aged debtor listing for one month

Verify approval of, and reason for, a sample of credit notes selected
from- Consider the appropriateness of the Approver.

Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.

Banking of Lodgements

There are appropriate segregation of duties between receipts of
orders, invoicing, receipts of cash and follow-up of overdue
accounts

There are financial procedures in place for handling and recording
of receipts in a timely manner

Cheque receipts are banked on the date of receipt, logged and
reconciled. All cheques are pre-numbered and sequentially
controlled

Bank Reconciliations

Monthly reconciliations are prepared for each bank account and
all reconciliations are reviewed and initialled by a senior official

All reconciling items are investigated and cleared before the
following month end

Payments to Suppliers

There are formal cheque signing procedures, including dual

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of segregation of duties procedures — post opening
procedures, banking lodgements, posting to the debtors account, etc.

Obtain backup for a sample of lodgements through the 2rn bank
account and check timeliness of recording in books

Verify, through observation, that cheque receipts are logged,
reconciled and sequentially controlled upon opening post.

Audit the bank reconciliation for each bank account for one month
and check for review by a senior person.

Verify that reconciling items were cleared by the next month end.

Confirm that formal procedures are in place for cheque signing and

Testing Approach
Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Walkthrough Testing

Substantive testing

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection
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REPORT ON 2RN FINANCIAL CONTROL

CA4
20)

21)

22)

23)

24)

25)

26)

27)

Key Control Activity

signatories and authority limits. There is also formal procedures
and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc)

Loan Covenants

Procedures for the recording of borrowings, interest and loan
repayments exist.

Fixed Assets

A —TESTING OF CONTROLS

Summary of Test of Control

for non-cheque payments (EFT etc) and verify dual signatories based
on authority limits

Review one quarterly compliance certificate to Barclays outlining
compliance with covenants. Review the calculation of the formulae /
financial data.

Risk Summary: Misappropriation or incorrect recording accounting treatment of assets.

Fixed Asset additions are approved in accordance with group
procedures and authorisation limits

There are procedures in place for the recording and valuation of
fixed assets (Fixed Asset Register) and the Fixed Asset Register is
reconciled to the General Ledger on a monthly basis

Additions and disposals are approved in accordance with group
procedures and authorisation limits

Inventory

Risk Summary: Inventory listings are misstated.

There are accurate and complete stock listings, recording volumes
and values of stock by individual stock item

There are effective procedures to identify obsolete stock items
and all stock right-offs are approved by appropriate officials
People Payments

Request the signed A196 form for one recent 2rn capital expenditure
project and check that the A196 was completed properly and signed
off in advance of the project.

Request a copy of the Fixed Asset Register and review reconciliation
to the GL for one month.

Select a sample of additions / disposals and verify they are
appropriately authorised in writing by a senior person

Request the most recent inventory listing and review the
reconciliation between the stock listing and general ledger.

Verify that any stock right-off has been approved by an appropriate
person.

Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

There is effective segregation between payroll preparation,
verification of payroll data processed, authorisation of
amendments, authorisation of payroll payments and posting to
the books of account.

Personal expenses are approved in line with group procedures and
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of the Segregation of Duties procedures

Select a sample of Travel & Subsistence claims and check to see if
they are supported by receipts and filed as appropriate

Testing Approach

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Observation and inspection

Observation and inspection
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REPORT ON 2RN FINANCIAL CONTROL

28)

29)

30)

31)

32)

33)

34)

35)

36)

37)

Key Control Activity

Payroll data on [} is reconciled to | ravro!

records

The PAYE/PRSI return to the Revenue is reconciled to- and
I -\ ro!l records on a monthly basis.

Management Accounts

Risk Summary: Proper books of account not being maintained.
There are formal month end close procedures and monthly
management accounts are prepared and submitted to Central
Finance in the standard monthly group reporting format by the
reporting deadline.

All account balances are reconciled monthly prior to closing the
books. Reconciling items are investigated, as necessary

All intercompany balances (inter IBD and inter legal entity, both for
Income Statement and Balance Sheet) are reconciled prior to
closing the books, including confirming that the balances agree
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

Manual journal entries have adequate supporting documentation
and are approved by a senior member of the finance team

A procedure detailing the calculation of specific accruals exists and
is consistently applied

Taxation

Risk Summary: Non compliance with tax regulations

There are procedures in place to ensure compliance with VAT
regulations and the VAT return is reconciled to the balance on the
VAT general ledger account

There are procedures in place to ensure compliance with
PAYE/PRSI Regulations (filing of P30, P35, P60)

There are procedures in place for timely and correct submission of
any other relevant taxation returns by 2rn

RTE Internal Financial Control Self-Assessment Questionnaire

A —TESTING OF CONTROLS

Summary of Test of Control

Audit the reconciliation between - and _ payroll

records for one month.
Review the reconciliation between PAYE/PRSI return to the revenue
to- and NorthgateArinso records for one month

View the management accounts for one month

Examine that reconciling items have been closed off

Request evidence that intercompany balances have been reconciled
for one month and confirmation of agreement from the relevant
parties.

Verify that supporting documentation is on file for a manual journal
entry and was approved by a senior member.

Assess and review the monthly accruals process

Request the back-up of a VAT return for one month and verify that it
has been reconciled to the VAT balance on the GL.

Verify that the VAT returned has been filed by the due date

Check a PAYE/PRSI return has been correctly filed on time for one
month.

Obtain listing of all other taxation returns / payments submitted by
2rn during 2018 (Professional Services Withholding Tax)

Check that the return has been filed on time and correctly for one
month.

Testing Approach
Substantive testing

Substantive testing

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Substantive testing
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REPORT ON 2RN FINANCIAL CONTROL B — CONTROLS RATINGS

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE - YEAR-ENDED 31 DECEMBER 2018
SUMMARY OF SCORES

Section | Process Area Score Maximum Percentage Please list any questions
Score to be completed by RTE
Shared Service functions.
A Purchasing and Accounts Payable 35 40 88%
B Sales and Accounts Receivable 31.5 36 88%
C Inventory 14 16 88%
D Cash and Treasury 21 24 88% Q27
E Fixed Assets 15.5 16 97%
F People Payments 14 16 88% Q35 n/a to 2rn
G Management Accounts / Financial Close 20 20 100%
H Tax Compliance 8 8 100%

Note: Taxation is also covered in more detail as part of audit work on Director's Compliance Statement

RTE Internal Financial Control Self-Assessment Questionnaire Page 9




REVIEW OF INTERNAL CONTROL IN 2RN - YEAR ENDED 31/12/2018

Finding

1. Segregation of Duties

Due to limited numbers of staff within certain functions and
recent changes in staffing, all functions within these areas are
not fully segregated.

In order to address this, 2rn have segregated the key control
functions within each area, by applying the following key

controls:

e Treasury

While duties are not fully segregated in this area, the
main control is enforcing segregation between the
person responsible for bank lodgments and the person
completing the bank reconciliations.

All bank reconciliations are also signed off by the
Financial Controller.

e  Payroll

All adjustment sheets and payroll reports are signed off
the Financial Controller.
Payroll journals are posted by Central Finance in RTE.

e Accounts Payable

The supplier master file for 2rn is managed and updated
centrally by Central Procurement, meaning that a new
supplier cannot be added without their knowledge or
involvement.

The task of ordering/receipting goods is segregated
from the person responsible for making payments.
Approval and sign-off from the Financial Controller and
the Managing Director are required prior to making

RTE Internal Audit

Management Comment

Agreed Action

In the context of recruitment currently
taking place, 2rn will continue to ensure
that these key controls are in place and
monitor whether sufficient segregation of
duties are in place for each of the finance
functions.

C— AGREED ACTION PLAN

Priority

L

Manager
responsible and
Completion Date

Ongoing
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REVIEW OF INTERNAL CONTROL IN 2RN - YEAR ENDED 31/12/2018 C - AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
payment runs.

RTE Internal Audit Page 7
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Background

1. Background

Introduction

The EU has reformed its rules on data protection in order to harmonise such
rules across the EU and to reflect changes in technology and how data is
generated and used. The EU’s General Data Protection Regulations (“GDPR”) will
be directly applicable in all EU Member States, including Ireland, on 25 May
2018.

Current Law
The Data Protection Acts 1988 and 2003 transposes Directive 95/46/EU into
Irish law (the “DPA”). The DPA focuses on eight main principles:

* Obtain and process the information fairly

* Keep it only for one or more specified and lawful purposes

* Process it only in ways compatible with the purposes for which it was given
initially

* Keep it safe and secure

* Keep it accurate and up-to-date

* Ensure that it is adequate, relevant and not excessive

* Retain it no longer than is necessary for the specified purpose or purposes

* Give a copy of his/her personal data to any individual, on request.

The DPA applies to personal data which is defined as “any information relating
to an identified natural person”.

2rn is a “Data Controller” defined as a person or entity who, either alone or with
others, controls the contents and use of personal data. In addition, on occasions
2rn engages certain third parties to process data on its behalf. These parties are
known as “Data Processors”. Processing means doing anything with personal
data: from collection, using, copying to destroying the personal data.

GDPR
Many existing regulatory concepts on data protection will be retained under
GDPR, but there will be significant changes that require consideration and

preparation. )

GDPR has significantly enhanced the obligations of Data Controllers and Data
Processors. It introduces very detailed obligations on organisations to act
transparently in relation to its data. GDPR also introduces specific restrictions
and conditions impacting the existing rules on consent (for use of data) and
legitimate interests.

The GDPR also gives individuals the right to sue data controllers, such as 2rn,
for non-material loss. The emphasis in GDPR is on a more complex concept of
‘consent’; the enhanced rights of the individual data subject; a greater focus
on data security and privacy by design; and, above all, transparency.

This is a central tenet: organisations must be wholly transparent — what data
is collected, why the data is needed and how it is used. Organisations must
know what they are doing with personal data and must say it up front.
Organisations must protect the privacy of people’s data above all else.

GDPR Compliance
The GDPR increases the compliance burden on organisations and the
potential fines under the GDPR are high.

The GDPR provides for a two-tier fine system, depending on the type of non-
compliance. For lower tier offences, a fine up to the higher of €10 million or
2% of the organisation’s total worldwide annual turnover in the previous
year may be imposed. Lower tier offences include breach of privacy by
design obligations, rules relating to processor contracts, record keeping
obligations and processing security obligations.

For upper tier offences, a fine up to the higher of €20 million or 4% of the
organisation’s total worldwide annual turnover in the previous year may be
imposed. Upper tier offences include breach of the basic principles of
processing personal data (including conditions for consent), infringing data
subjects’ rights and unlawful transfers of data outside of the European
Economic Area (‘EEA’).

In late 2017, the Executive Director 2rn requested Internal Audit to carry out
a review of 2rn’s preparedness for the introduction of GDPR.

Page 1
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Scope and Summary

The scope of this review was the data being gathered in 2rn as part of day to
day business activities. The data is documented in Appendix 1 and, for each
data source identified, we recorded the following:

= Description of data

= System / repository used

=  Whether it comprises “personal data”
= Individual(s) covered by the data

= Location of data

= Security governing access to the data
= Physical state

= Risk rating

The audit did not address:
X Data collected / managed via RTE Shared Services

) as this is subject to a broader review as part of RTE’s GDPR project
X IT audit of the data

4. Executive Summary

The EU has reformed its rules on data protection in order to harmonise such rules across the EU and to reflect changes in technology and how data is generated
and used. The General Data Protection Regulations will be directly applicable in all EU Member States on 25 May 2018. The Executive Director 2rn requested
Internal Audit to carry out a review of 2rn’s preparedness for the introduction of GDPR.

2

The key Group corporate risks addressed by the report are as follows:

= Risk # 1 —Reputation Risk
= Risk # 6 — Business continuity and disaster recovery

Internal Audit compiled a register of the data being gathered by 2rn as part of its business activities. Some of this data meets the definition of personal data and,
in some cases, the data is hosted by third parties. While the level of personal data being gathered is relatively limited, a number of actions should be carried out
in advance of May 2018 in order to be fully compliant with GDPR. While many existing regulatory concepts on data protection will be retained under GDPR, there
will be significant changes and it is now timely to consider and prepare for these changes. The actions are set-out in Appendix 1 and summarised overleaf.

We appreciate the assistance received from 2rn personnel during the course of this review.

Page 2 R_-I-E




Actions

The actions which should ba put in place in advance of the mroduction of GOPR are summarnised below. Refer to Appendis | - Register of Dote in 2en - for
Full description of the action and for further backgrowsd and context.

in Register
1. Websites 1,4 Terms & Conditions and & Privacy Policy should be put in place for the , wisible &t
the point of ireating a new account and perenanently visible at the bottom of the web pages.
2. Contracts with 3rd 1,2,.3,4 s Undertake a legal review the contract with the Service Provider to include the addition of relevant speecific
Parties [ Hosted Service GO clavses theraan,
Praviders s Ascertain if any data sub-procescors are wed by the Setvioe Provider and i they are approgriately
approved by 2
Determdne i the servers are located in the European Ecomnormic Area.
Confirm / reconfinm there i a3 lawful b on which to obtain [/ process the data gatherad.
3, Structuras snd Al Assign a single GOPR coordinator/ champion to monitor and coordinate the activities and actions in 2rn ahead
Responsibifity of Mi'p' HO18,
4. Policles & Procedures — AR *  Epsure an updated Information Security Management System Policy is in place for 2m
general *  Create a Data Retention and Destruction Policy and where feasible impose the terms of the 2rn policy on
Suppliers
5. Tralnlng General Agree a communecation /S training plan to inform staff of the EU's General Diata Protection Regulations and the

impact on their day to day business sctivities, linking with the RTE programme as appropriate.

fezponsibil.

Appendiy I = Regleter of Date in 2en







Description of Data

System [

Personal  |Description of deta

Dats?

|Indruidull[1j covered by the data

Security

Actions to mprove security f compliance

i plwysical files

B Various business and personal data -
i pwysical fibes.
o Backups AR BeDONS ahove.
10 Phoe refodds i the Natodns] -
Monaanng Centie
Managed via RTE Shared Services
11  |Personal records of employaes, [ | | =—= Mfa [Addressed as part of RTE'S review process
confractdrs and pensioners
12 Financizl spyecaton Mfa |Addressad as pat of BT E'S renieyy process
p
13 Travel and subsistence claims = B e—— Wfa |Addressed as part of ATE's review prooess
14 Warsius Dusiness and personal dala _ - Mia. [Addressed as part of BTE's review process
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Introduction, Background and Risk

Introduction

RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes and internal control in 2rn, in conjunction with the annual
financial control self-assessment questionnaire. This report should be
considered in conjunction with the 2rn Risk Register.

Background

The effectiveness of internal control and the annual review of same for
2rn is governed by two external requirements, being:

» Code of Practice for the Governance of State Bodies (“the Code”); and
» Companies Act 2014.

Code of Practice for the Governance of State Bodies:
Section 1.8 of the Code states that:

“The Board has responsibility for ensuring that effective systems of
internal control are instituted and implemented. The Board is required to
confirm annually to the relevant Minister that the State body has an
appropriate system of internal and financial control in place.”

Each year, as part of the year end process, Internal Audit carries out
testing and review of internal controls of 2rn to ensure that the Board of
RTE is in a position to sign-off on its responsibilities under the Code. In
addition to updating the Risk Registers, each Division and corporate
functions complete a self-assessment questionnaire which forms the basis
of Internal Audit testing of internal financial controls.

In the Annual Report for the year-ended 31 December 2020, the Board
of RTE is required to confirm that, through the Audit & Risk Committee,
it has conducted a review of the effectiveness of the system of Internal
Control in the Group. This report forms part of the Committee’s
consideration.

Companies Act 2014:

The Companies Act 2014 imposes a requirement on directors to include
a Directors' Compliance Statement in the annual directors' report. The
directors are required to confirm their responsibility for securing the
company's compliance with certain relevant obligations and to confirm
that assurance measures (actions) have been carried out or if they have
not, to explain why.

This audit is an important input to Internal Audit's programme of work
to provide assurance to the directors in this area.

The key RTE corporate risks addressed by the report are as follows:

= Risk #11 — Management of Finances and Business Planning;

= Risk #12 — Changes in Legislation/Regulation and Compliance; and
= Risk #4 — Commercial Revenue.

(Based on Q4 2020 rankings, currently under review)

Other specific risks relevant to this report are as follows:

Fraud; and
Regulatory / maintaining proper books of account.
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Objective and Scope

Objective

The objective of this audit was to review the company’s internal financial control and processes and conclude on the effectiveness of same.

The scope of our review covered the internal financial controls set-out in Appendix A from 15t January 2020 to 31%t December 2020 and included the following
considerations:

» Testing the existence and operation of the key controls in place in respect of the financial processes in 2rn; and
» Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the results of our testing.

The scope did not include:

X IT audit of the financial systems; and
X Afull regulatory audit of the Tariff Pricing Models.

The Internal Financial Control review does not represent a full financial audit of each process.
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Controls

Key Controls

The key contiods in place n respect of the financlal proceses in 2en ane set-out i the table below:

A Purchasing and Accounts Payable Raising and processing of Purchase Orders [POs); receipting; processing of supplier invohces;
eompliance with Purchasing Procedures and Guidelines incliding tm&ﬂln; and the wse of
purchase cards; amendments: tnmﬂtufﬂu, and payment procedures.

B Lales and Accounts Recehvable Revievdng procedures for set-up of new customers and crédit status; Insdcing customers;
cash collection procedures and account management; coodit notes; seg.regnﬂmufduﬂﬂ,
and reconcillations.

L Cath and Treadury Maintenance of bank accounts; recording of cash transactions; payments to suppliers and
ather parties; reconciliations, segregation of duties and authorization sagn-off.

v} Inventory Recording of inventories, stock movement; provisions against carrying value; and
authogization of write-offs.

E Fixed Assets Recarding assets: valuation: additions and disposals: capatal aqmnﬁﬁum propects; sign-off
and approval.

F People Payments Payroll payments; personal éxpenses; recording of annual leave; reconciliation to General
Ledger; segregation of duties; and filing of returns.

G Management Accounts/Financial Closs Preparation; review and clearance; financial dose; intercompany accounts; manual journals
and suspense accounts,

H Tax Compliance Preparation and submission of VAT woorkings for returns; PAYEPRS; Professional Services
Withhelding Tax; DWT and CT.

m —




Findings

We verified the existence and operation of the 2rn financial controls within the scope of this review. Please refer to Appendix A for details of the specific controls
tested and the audit activities undertaken by Internal Audit.

v The ratings assigned to the financial control questions in each of the process areas highlights that a strong control environment exists, with the average
control effectiveness rating 93% across the financial processes. In general, the ratings are broadly consistent with those reported last year and are consistent
with those reported by other RTE Divisions.

v

The effectiveness ratings assigned to the financial controls in the Internal Financial Control Self Assessment Questionnaire are reasonable and, for the
sample tested, consistent with the underlying controls in place. No issues were identified in this audit which merit classification as “key management issues”.

Other matter:

»  Segregation of Duties: It is difficult to achieve full segregation of duties in smaller Finance functions and the 2rn Treasury and Payroll functions are not fully
segregated as a result. In order to address this, over recent years, 2rn has segregated a number of key controls as a mitigating action. For example, all payroll
and banking transactions and postings are approved by the Financial Controller. All bank reconciliations are also signed off by the Financial Controller and
Payroll journals are posted by Central Finance in RTE. These controls operate effectively, and we have no findings to report in this regard
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Conclusion and Report Rating

Conclusion

Each year, as part of a broader review of compliance with the Code of Practice for the Governance of State Bodies and the Director’s Compliance Statement,
Internal Audit carries out specific work in the area of financial control in each RTE division.

Specific audit work has been undertaken in relation to financial control in 2rn for the year ended 31 December 2020, focusing on key controls. Responsibility for
majority of financial processes resides with local Finance in 2rn as opposed to Central Shared Services in RTE Group Finance.

Internal Audit has verified and tested the operation and effectiveness of a sample of financial controls in 2rn as noted within Appendix A. The results of our
testing has been merged with the results of the completed Internal Financial Control Questionnaire — please see Appendix B. This highlights that a strong control

environment exists, with the average control effectiveness rating 93% across the financial processes.

It is on the basis of the above findings that we assess the overall standard of the process as “Satisfactory”.

Report Rating . SATISFACTORY

Auditor: Tess O’Neill, Internal Audit Manager
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
A Purchasing and Accounts Payshle
Risk Summary: Inappropriate, flctitfiows, or lote payments fo Suppliers,
A | Purchasing and Tendering
1) Competitive  tendering  procedures  exist,  underpinned by |+ Examine one 2o tendes in 2020 and examine documentation, | Ingueiny,  Observation  and
Purchasing Procedures and Guidelings evaluation sheet, award letter, elenders notification, ete. Insppction,
A2 | Payment Procedures
2 Segregation of Duties: the staff members responsible for ordering! | & Assess the design of Segregation of Dutées procedures Inguiry, Observation  and
receipting goods are not akio responsible for processing payment s et
of invohond.
3) All invoice payments and . payment runs are authorsed by | o Test one EFT payment run {for beth Domestic and non-domestic) and | Re-performance.
appropiiate personnel. review for authorisation. Trace payments through to  bark
statemants and General Ledger,
*»  Test g sample of imwodees from the payment run for proof of prior | Re-performance,
approval before payment.
4 Imvoices are paid by their due date and in accordance with Late | @ Examine a sample of the invoices on i 1o verify that they were | Inquiry, Observation  and
Bayment Regulations. paid by due date Insgeect on.
A3 | Creditor Reconciliations
5) Credivor reconciliations of key supplier statements are performed | & Test one creditor reconcilistion and ensure all reconciling items have | Re-performance.
on a monthly basis and reconciling items are properly followed up been followed up and cleared the following menth.
and cleared,
&) The credivors’ listing in the creditor’s ledger i reconciled to the | Test one creditor reconciliation and ensure the creditors’ lsting | Re-performance,
creditor’s balance per the GL contral account on a monthly basis. agrees to the GL.
A4 | Purchase Card
7l RTE Purchasing Card Guidetines =  Test one Purchase Card envelope and verify that supporting | Re-performance,
documentation s in place with appropriate apgroeal,
] Sales and Accownts Receivable
Risk Summary: Bod Debts, credit risk and / or inoccurate accounting treatment.
B.1 | Centerier Sales
g) Credit control procedures are carrbed owt prior to granting credit | «  Beview set-up procedures and checks undertaken for one new | Ingulry, Obhoervation  and
status I new Customerns. customer foredit checks, credit limits, payment in advance etc), Irspeesctiom.
9) Procedures are in place for processing customer orders and formal | o Inspeat  contract/Accommodation  Reguest  Form  [ARF)  with | Inguiry, Observation  and
contracts or supporting documentation are fibeed, supparting decumentation for one order, Insgection

Review of 2 Internal Financlal Control




REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
10} | All discounts from rate card are approved by an appropriate | = Verify sign-off and prior approval in one instance where there was a | Inquiry,  Observation  and
official in advance deviation from the rate card, if apphicable. Inspection,
B.2 | Debtor Reconciliations
11} | Reconciliations of the debtors listing to the Debtor’s controf |'#  Test one debtor reconciliation and ensure the debtors’ listing agrees | Re-performance,
account in the GL are performed and reconciling items are to the GL and review reconciling items
propetly investigated.
12} | A review of the aged debtors report 1s performed each month with | »  Test one aged debtor listng: Re-parformance,
particular emghasis ¢n overdee balances,
B.3 | Credit Notes
13} | Credit notes are approved by a senior official after considering the [ = Test the approval of, and reason for, a sample of credit notes | Re-pedormance,
reasons for the credit note. selected from [ Consider the appropriatemess of the
Approver
£ Cash and Treasury
Rizk Summary: Incomplete, unauthorized or incorrectly accownted for cash transactions due to either froud or error.
€.1 | Bonking of Lodgements
14} | There are apgropriate segregation of dufies between receipts of | »  Assess the design of segregation of duties procedures — post opening | Inquiry,  Dbservation  and
orders,  fwvoicing, receipts of cash and follow-up of overdue procedures, Banking lodgements; posting to the debtors account, ete. | Inspecticn,
ACCoUNs.
15) | There are financial procedures in place for handling and recording [ % Test a sample of lodgements and check timeliness of recording in | Re-performance,
of receipts in a timely manner books.
16) | Cheque receipts are banked on the date of recelpl, logged and [ o Verify, through observation, that cheque receipts are logged, | Inguiry, Observation and
reconciled. Al fh&ql.n!'i are pre-numhered and sequenliall-.- reconcibed and W\quenﬁaﬂll,l comnitro|bed LI g-penin.g post. Inspeecinon.
controlbed,
.2 | Bonk Reconciliotions
17} | Manthly recondiliations are prepared for each bank account and | »  Test one bank reconciliation for each bank account for a sample of | Re-parformance,
all reconcitiations are reviewed and initialled by a senior official periods and chedk for redew by a senkor person,
18} | Al reconciling items are investigated and cleared before the [ & Test that reconciling tems were cleared by following month, wheee | Re-performance.
following month end. applicable,
£.3 | Payments to Supplisrs
18) | There are formal chegque signing procedures, inchiding dual | & Confirm that formal procedures are in place for cheque signing and | Inguiry, Observation  and

signatores and awthory bmirs. There & also formal procedufes

for non-cheque payments (EFT etc] and verity dual signatories based

s gt i
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
and authority imits for non<cheque payments (direct debit, EFT, on authority imits,
BALS, etc)

| €4 | Loon Covenants

20} | Procedures for the recording of bBormowings, mterest and loan | =  Test one quarterly compliance certificate: to Barclays outhning | Re-performance.
repayments exist, compliance  with covenants. Test  the calculation of the

formulasfinancial data.

D Fixed Assets
Risk Summary: Mizaoppropriation or incorrect recording occounting treatment of assets,
21} | Fixed Asset additions. are approved in accordance with group [ #  Request the signed A196 form for one recent 2m capital expenditure | Inguiry, Observation and
procedures and authorisation limits project and check that the A1% was completed properhy and signed | Inspection,

aff in advance of the project.

22) | There are procedures in place for the recording and valuation of [ ®  Test the Fixed Asset Register was reconciled to the GL for sample of | Re-performance.
fimed assers (Fixed Asset Register) and the Fived Asser Register i periods,
reconciled 1o the General Ledger on a monthly basis.
23} | Additions and disposals are approved in accordance with group | = Test one addition and one disposal, verifying they are appropriately | Re-performance.
procedures and authorization limits, authorised in writing by & senior person.
E Inwentory

Risk Summary: lnventory listings ore misstated,
24} | There are accurate and complete stock listings, recording volumes | & Request the most recent  inventory listing and  review the | Inguiry, Observation and

and valises of stock by Indhddual stock tem. reconciliation between the stock listing and general ledger, s et oo,
25) | There are effective procedures to identify obsolete stock ftems [ = Verify that anmy stock right-off has been approved by an appropriate | Inquiry,  Observation  and
and all stock right-offs are approved by appropriate officials eSO, Inspection,

F Peosple Payments
Rizsk Summary: Payments to fictitious employees, inauthorsed amendments to dota and incorrect records.
26) | There is effective segregation between payroll preparation, | ®  Assess the design of the Segregation of Dutes procedures, Inquiry, Ohservation  and
verification of  payroll data  processed,  suthorisation  of Inspeecticn,

amendments, authorsation of payroll payneents and posting 1o
e books of acoount.

27) | Personal expenses are approved in line with group proceduwes and | »  To be addressed as part of RTE Group audit work in this area Re-pertormance
guidelines and all elaims are checked for: authorkation, arthmetie
accu acy, begitimacy and supporting documentation/receipts.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
28) | Payrodl data on [l is recondiled to i payroll recoeds ®  Test the reconcilation between [N 2»< Il pavell records for | Re-performance.
ane period,
29) | The PAYE/PRSI return to the Revenue i reconciled o] and | = Test the reconciliation between PAYEPRS! returns to Revenue to | Re-performance.
I payroll records on & monthly basis. [ and- records for ome period

G Managsment Accounts
Risk Summary: Proper books of account not being maintained.
30) | There are formal month end close procadures and monthly | & Test that management accounts are approved and submitted to | Re-pardformance,
management actounts are prepared and submitted to Central Central Finance for one month
Finance in the standard monthly group reporting fosmat by the
reporting deadline

31} | All account balances are reconciled monthly prior to dosing the | = Test that all sccount balances are reconciled before the submission | Re-performance.

books, Beconciling items are investigated, as necessany. of management accounts 1o Central Finance,

32} | Allintercompany balances (inter B0 and inter legal entity, both for [ Test that intercompany balances (both PEL and B/S] have been | Re-performance,
Income Statement and Balance Sheet) are reconciled prior to reconciled for one month and agree to confirmations from the
closing the books, including confirming that the balances agree relewvant parties,

with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.
33} | Manual journal entres have adequate supporting documentation | & Test that supporting documentation is on file for 2 sample of manual | Re-performance,

and are approved by a sendor member of the finance team Journal entries and that they were approved by a senier member,
34) | A procedure detailing the calculation of specific accruals exists and [ % Tast for one month, that the accruals lstings are available and | Re-performance,
is consistently applied, recondibe to the GL

H Taxation

Risk Summary: Non complionce with tax requiations

35) | There are procedures in place to ensure compliance with VAT [=  Test that VAT workings reconcibe to the GL for one month. Re-performance,
regulations and the VAT returns are reconcibed to the GL ®  Test that the VAT workings were provided to Central for filing

36) | There are procedures in place to ensiwe compliance with | »  Test that PAYE/PRSI returns have been comectly filed on time for a | Re-parformance,
PAYE/PRSI Regulations one period,

37) | There are procedures in place for timely and correct submission of [ #  Test that returns agree to back-up and have been filed on time for |-Re-performance.
any other rebevant taxation retuens [PSWT, DWT and CT]. one pericd,
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL B — CONTROLS RATINGS

INTERMNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONMAIRE
Year Ending 31 December 2020

Summary of Effectiveness Ratings
Sectlon  Process Area Pl aximum Perceniage
Score

Procurement and Accounts Payable
B Sales and Accounts Receivable 34.8 36
C Inventory 15 16
D Cash and Treasury 21.25 24
E Fixed Assets 15 16
F | People Payments 17.25 20
G Management Accounts/Financial Close 18.3 20
H Taxation Compliance 8 8
Mote:

Taxation: abio covered as pan of audit work on the Director’s Compliance Statement.
Treasury: additional sudin work undertaken to check compliance with the Dept. of Finance’s Requirements and Conditions document (re: Financial Transactions of Certam

Companies and Ciher Bodies Act, 1297)
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Executive Summary: Background

Budgeted Revenue
Digital is budgeted to generate é- revenue in the year ended 31 December
2013, as analysed below:

Budget, by Income Type €m
Advertising & Sponsorship

Programme Interactive Competitions

Other Merchandising, Libraries etc

Content Consumer

Content (Business to Business)

Total Budgeted Revenue

Income
RTE Digital may be split into three main income generating divisions: Digital
Commercial Income, Merchandising Income and Commercial Telecoms.

Digital Commercial Income

The majority of Commercial Income derives from advertising sales and
sponsorship on RTE.ie and the RTE Player. The remaining income under this
category is derived from advertising sales on both Aertel and Mobile.
Advertisements are sold to both agencies and direct customers based on a rate
card / deal sheet.

Merchandising Income
Merchandising income may be split into two categories: merchandising sales —
the sale of DVD’s, Box Sets, etc. — and content sales, which is the sale of Video
On Demand (VOD) to consumers through deals with third parties such as
Netflix, Hulu and UPC.

Commercial Telecoms

Income generated from commercial telecoms derives from the provision of SMS
(text) and premium phone lines services (IVR), in conjunction with competitions
on radio and television programmes. Revenue from Premium Lines is reported
in Digital only since 1 January 2013. The day to day operations of SMS text and
premium lines is managed by the third party vendors.

Financial Update
The Digital IBD has generated commercial income of €6.5m year-to-date in
May 2013. This may be analysed against budget as follows:

Digital Revenue Actual Budget | Variance %
31 May 2013 YTD YTD YTD Variance
€m €m €m

Total Revenue 65 _ IR (0.7) (10%)
Broken down by Revenue Type:

Digital Commercial Income 24 . (1.3 (35%)
Merchandising Income 1.1 . 0.2 22%
Commercial Telecoms 3.0 . 0.4 15%

New Sour ces of Revenue

Digital’s intention is to continue to generate income from existing sources
while also exploiting new opportunities, as they emerge. These opportunities
include content sales with third parties such as iTunes and Amazon, or
platform expansions, such as launching the RTE Player International.

RTE Guide

Revenue generated from sale of the RTE Guide is reported under the
Corporate IBD. However, Digital is responsible for it’s finance function.
Circa 78% of the revenue generated from the RTE Guide stems from Guide
circulation (i.e. the cover price). Advertising and sponsorship make up the
remainder.

IT Systems
The key systems used by Digital personnel are:

Main financial accounting system
Digital Sales Booking system
Trafficking system for hosting of adverts on RTE.ie
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Executive Summary: Objectives, Scope & Key Issues

The scope of this audit was restricted to the Digital IBD, together with relevant
aspects of the Central Accounts Receivable.

% The audit did not include:
x  Review of income generated from Merchandising Sales (which was covered

in a separate audit of Non-Broadcast Commercial Revenue Television)
x IT Audit of the IT systems in use:

x Independent verification of circulation returns figures provided by third
parties (RTE Guide distributor)

To confirm the existence and operation of controls over the main risks in the Digital
sales and accounts receivable functions, to include:

* Customer Account Management;

* Accuracy of pricing of sales;

* Recording of sales bookings;

+ Invoicing of customers and issue of credit notes;
» Follow up on overdue accounts;

*  Maintenance of appropriate books and records;
* User access controls in place in [ and

» Compliance with relevant laws and regulations.

Back-up procedures on Origins

The Hsales system is backed up on a weekly basis rather than
on a daily basis. This is out of line with the back-up controls in
place in industry standard sales systems. In the event of a systems
failure, this poses a risk of data loss in respect of the sales booked
in the period since the last back-up.

Evidence of Approvals

In some cases we noted that the sales processes provide for verbal
approval with no / limited paper-trail of authorisation. Written
approval is preferable than verbal approval and represents a
stronger control, especially in the event of a dispute with a third
party.
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Executive Summary: Conclusion & Rating

Commercial revenue in Digital IBD was €6.5m for the five month period to 31 May 2013, as compared to a budget of - Despite a strong growth of 25% in
income as compared to the equivalent period in prior year, Digital has experienced a tough trading environment as 1t works to achieve an aggressive budget
target.

The shortfall in revenue may be largely attributed to the impact on advertising and sponsorship arising from the current economic climate and also due to delays in
securing new contracts for Content Sales. The Digital sales team operate in a competitive marketplace with many significant structural changes — driven by
media consumption habits, technology and the actions of competitors — impacting the industry. New revenue sources continue to be exploited by the sales
development team.

While generally strong, the standard of financial and operational control in the commercial revenue function in Digital requires improvements in a small number
of areas. As outlined in the action plan, we identified opportunities to tighten control in the areas of IT controls in the sales system, deal approval procedures and
some specific sales processing procedures. These actions are currently in progress and some have already been completed. Many of the findings are considered
low to moderate priority issues, although the issue of back-up procedures for the - sales system and the lack of evidence of approvals are highlighted as the
two key issues in the report.

We appreciate the co-operation and assistance received from Digital IBD and Central Accounts Receivable during the course of this audit.
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REFPORT ON COMMERCIAL REVENUE - DIGITAL B - AGREED ACTION PLAN

Finding AManagemeni Compment Agreed Action Priority | Manager
responsible and
Completion Date

IT Funetionaliny

1. | Back-up procedures Apread. Discissions will be held with the software H H '
hl vendor / RTE Technology to imvestignte the ptem
Ths 5 sales system is backed up on a weekly basic feasibility and cost of back-ups being 2013
rather than on a daly basis, This 15 oul of hne with the performed on a dualy basis

back-up comrols in place in oty standand sales systems.

Ty el event of & systene: failuse. s poses a nsk of data Joss
m respect of sabes booked i the period since the last back-
ip.  This poses a rsk for the efficient operation of tle sales
teamy and. éspecially, the finance team m the event of &
fuilige disrisg the monilly Gnmicinl regaoting process,

r & il i silis Sval Mo action plinned to smend the | This will be copsidered m the context of any M
aystem &5 this has been | fsture mogration to 1IL-;~-I'. systenn
Sales prices are oot electrosncally enforced. wathin ot previously and it was 2013
predefired range. on 5. As & result, o mensher of the | determined o be 100 expegive.

sales teany cowld mpat a dafferent price to that per the Rate | This will be addressed with the

Card, or the Deal Sheet. agreed with the client / agency. lamsed  mupgranon toe the
system
We pnderstand fduat dee eption w o mclode this finsetionaliry -f

was considered af the time of implementation, bt did not
progress due o cost reasons

The risk 5 thar members of e sales waim could discount
inappropristely in order to meet sales targsts,

As a1 mangatimg confrol o momtar pricing and discounhng
the Sales and Busimess Devebyunent Manager performs 3
datly mianual check of all orders 1o ensure that mics e m
T ity thee Bate Cared & Deal Shee

However, by they namre, mamal conmrols are less effecuve
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REPORT ON COMMERCIAL REVENUE —-DIGITAL

Finding

than system controls — e.g. the reviewer could miss an error,
may be unavailable for an extended period of leave or may
not have sufficient time to perform such detailed checks.

- system limitations

During the course of our audit, we noted that the invoice
description field and the Insertion Order field in -s
have limited text entry capacity.

As a result, there is insufficient space for a full description
of the service (i.e. if a customer is being invoiced for several
campaigns, the text field may not allow for the entry of all
related orders and descriptions of each).

The risk arising is that customers receive insufficient
information on their invoice resulting in queries regarding
orders and billings. This creates inefficiencies and results in
delays in processing sales. During the audit we were
informed of specific examples where this issue arose.

RTE Internal Audit

M anagement Comment

Certain vital input fields on each
booking appear automatically on
the invoice and there is usually
adequate information included
on the invoices.

It is recognised that the
discretionary  field of 30
characters is very limiting for
entering information additional
to the set fields, but such extra
information is rarely required.

Query will be put to S
about the possibility of
expanding this field.

B —AGREED ACTION PLAN

Agreed Action

Discussions will be held with the software
vendor to investigate the feasibility and cost
of amending the data field to allow for a
broader text field, thereby facilitating more
accurate descriptions of invoices and
insertion orders.

Priority Manager
responsible and
Completion Date

L
!!! !eptem!er

2013
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REPORT ON COMMERCIAL REVENUE —-DIGITAL

Finding

M anagement Comment

B —AGREED ACTION PLAN

Agreed Action

Priority Manager

responsible and
Completion Date

Sales bookings and approval process

Lack of formal signoff of “ Off Rate Card” transactions

The Sales team are required to request approval in respect of
transactions which are “off-rate card” or “off deal sheet” i.e.
transactions which deviate from the published rates, or the
discounted rates agreed with the agency.

During testing of a sample of invoices, we noted that a €500
(6.7%) discount off the standard rate-card price of €7,500
(re half-day home page takeover) did not have formal
approval on file in the case of one invoice.

Lack of formal signoff on monthly Revenue figures

As an extra control check prior to posting the monthly
revenue to q, the Financial Accountant, Digital emails
the revenue per the draft management accounts to the Sales
and Business Development Manager. His approval is
granted verbally and is not evidenced.

Written approval is preferable and represents a stronger
control.

Secondly, we recommend that it would be more a
meaningful and effective control if the Sales and Business
Development Manager signs-off of the monthly invoice run
as opposed to the revenue per the management accounts.

RTE Internal Audit

Agreed — procedure in place.

An email will now be sent by
the Sales team to the Sales and

Business Development
Manager, outlining details of all
proposed ‘off-rate card”

discounts prior to being offered
to clients. Email trail of all
discounts is then maintained.

Going forward the Commercial

Director will sign off the
monthly invoice listing and
revenue  per  management

accounts in writing on a monthly
basis.

I

In order to provide a better audit trail, formal ~
written sign-off from the Sales and Business
Development Manager will be documented
and maintained for all* “off-rate card” / “off
deal sheet” transactions.

(* If necessary, to give flexibility to staff, the
sign-off could be amended to apply only if
above a predefined monetary amount and /
or percentage

The monthly invoice listing will be signed-
off as evidence of approval by the Sales and
Business Development Manager.

M

PPN R013

31 August 2013
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REFORT ON COMMERCIAL REVENUE - INGITAL

B - AGREED ACTION FLAN

The eomment box febd (o T 15 SOMEInEs 1ol
comgleted by the Ad Opeations team. Az a resull, the
hastory of each campaign — tradl of changes. why was i
moved, elc. — nay not be adequately. docomented.  This
creates a nsk of insufficient sales oiethpeice to effecovely
momiter changes 1o campaigns. or o frack the reasons for
umder-delivery. 18 also creates difficulties if another membes
of the team (other than the person sctting-wp flie canpaign)
has to review the camgaign at o laner stage,

[otermal Aundit, s renander eniail
rednforcang the requirement bo
complete the conunents box
field for each campaign on the
systent. will be sent
1T raffeckers,

The comment: box mo fhe q
system will be wsed by staff to mannaliy
record the clunees that luve been miade 1o a

booking. the date of the change, and the
reasogs fior that chamge sic.

Finding Management Comement Agreed Action Priority | Manager
responsible and
Completion Date
6. | Lackof Fornal Sign O oCannual Deal Sheets Agreed The negotistions team will endeavour to [ M #
empame that all fanse amoal deals are anst 2013

There & a contract in place with all agencies which Lsts-the | We are msisting that all 3013 | formally signed off m wmtiog by a
volime discount off rate card price offered by RTE. This | deal sheeis are signed off wm | representative of RTE and ihe  chients®
document is conmnonly referred to as the “deal sheet' witting by both RTE sd the | agency.

ApENCies
However, due 1o the natare of the mdustry, these anuazal
deals are pot always formally signed by a representative of | We are curently i the process
RTE and the advertising agency by way of acceptance of the | of getting these contracis signed
terens amndd conditions of e deal and will provide Limternal Aundai

with all signed copies when
Dheriseg testing of 15 Digital wnvobces for Online. Player and | recesved
Mobile, we noted that none of the deal sheets for 2012 were
formally sgned. off i witoez by both pasties, The rading
mites were agreed vin a “final offer™ email sent by RTE to
eacl agency
W were ainformed that dsputes on poice lsave never ansen
once the “final offer” cmails are sent to the agentics
However, the n=k of a dispute occwmng s higlser with the
absence of a signed contract

E2 Editing of existing online bookings Followiig the meeting wiith M

I | !ugm: l!l!

RTE Intermnal Awdie
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REFORT ON COMMERCIAL REVENUE - INGITAL

B - AGREED ACTION FLAN

Omline advertising caspaizns are sobd on the basiz of the
delivery of an agreed nnmber of unpressions.  Digital
uses the industry standas dﬁ tracking system for
hosting advertissiments on K1E 12 e sysiem also bogs the
mumber of page impression and provides sales imtellizemnce 1o
help forecast the munber of nogwessions for  foture

campaigns. usukg algonihms based on data from previous
menths,

Althongh sproved, there 1 snll

A EEp I CONMMEMECARON
benveen Sales anddl  Ad
Operations evident
The procedure = tht
Cmilineg  Sales personnel  wall
alwavs  conpsult  with  the

k_system via the

systeqy o edsure that the taroet is realishie,
A remnder will also be issned to the sales
teams regardisg this matter.

Finding Management Comement Agreed Action Priority | Manager
responsible and
Completion Date

No exception reporting s cwrrently performed on bookings

that have been edited on the system after the

start date for the advertising compagn and the svstem does

nod lave an aodit tral facility sdoch would allow an

individual o track the changss made o campasgms.

B. Error on invoice This emor oocurs for  cross | Procedures will be put i place to check the M F

media campaigns when it 13 pot | apphicability of Agency Commission on

Dnering the course of o testing of & sanple of 20 wyvoices | made clear whetler the overall | intersal invoices

we noted that agency commission was not deducted from | RTE invoice is to an ngency or

@ JOVOECE, (L eITOr divecily 1o e chent. As this s
an uternal mceice. emors are

This mabter is wmsder mwvestigaion  (As the “agency’ was | dentified sm reetified quickiy.

RTE Televisson this does not inpact the net group revennes

prrsiELa However, the agency commission was nof | The Financial Accoisiant m

correctly accoumfed for m respect of thas trapsaction. =5, | Digital now checks om @

pecordsd i RTE Compsercial Enerpeises Linnted ) monthly baszis with the IBD fo
be balled on all iteminl mvaices
to  confirme whether agency
commassion should be mcluded
[

2. Consulialion o for enline campaign delive Agreed - progedure already in | Pror o booking o new campoagn. the agreed L H

place. munber of 1 ssioais to be delivered

Backerownd ugust 2

RTE Internal Andiv
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REPORT ON COMMERCIAL REVENUE —-DIGITAL

Finding

Finding

During the course of our audit we noted that the “
system / Ad Operations team is not always consulted by
sales personnel prior to agreeing, with the Agency /

Customer, the number of page impressions to be delivered
by the online campaign.

By not consulting the * system on a consistent
basis there is an increased risk of wunrealistic page
impressions being agreed for online advertising campaigns.
This results in the risk of non-delivery of the agreed page

impressions within the allotted time and, therefore, will then
lead to campaign extensions or credit notes being issue.

10. Inaccurate SMS/IVR invoice

Commercial revenue is earned from competitions run by the
Programme Interaction and Competitions Department (PIC).
The telecommunication services used to deliver the
competitions are outsourced to two third parties, and
revenue generated from calls / texts is shared between RTE
and the third party.

During testing of a sample of four invoices we noted that
one supplier ‘ rounds RTE’s share of revenue
per call (in €cent) to two decimal places on the face of the
pro forma invoice. While we noted that the invoiced amount
is correct and in accordance with the contracted rates, the

use of rounding causes confusion when recalculating the
invoice.

The contracted rates have been agreed based on three

decimal places, and not two per the invoice. While a minor
matter, the former should be used on the invoice.

RTE Internal Audit

B —AGREED ACTION PLAN

Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Online  Trafficker prior to

agreeing page impressions per

campaign with clients.

A reminder reinforcing this will
be communicated to the team.

L)

Noted. We will ask the service provider to use the L
rate as per rate card on the face of the
invoice (i.e. three as opposed to two decimal

places).

! | !ugust !!! 3
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Implementation of Actions in Internal Audit Reports:
Status Update, Q4 2022

Peadar Faherty, 24 January 2023




RTE

Background

« As part of its scheduled audit plan, Internal Audit issues reports containing actions
agreed to address any control deficiencies identified during an audit

« The actions contain a responsible manager(s) and a target completion date.

« We last checked on progress in implementing actions just before the global
pandemic.

« This is a follow-on report, incorporating both in progress actions at the date of the
last review, as well as new actions from audit reports issued since.

« This review was based on planned audit reports. Other work carried out by Internal
Audit — most “consultancy” assignments, ad-hoc reviews, whistle-blowing reviews,
etc. — is not within scope as this work does not always lead to a formal, rated audit
report.



Internal Audit Reports within scope, by audit rating:
(41 open reports)

Reports Within Scope, By Audit Rating

70% - 61%
60% -
50%
40%
30% -
20%

10% -

0%

Satisfactory Improvement Unsatisfactory  Not formally rated
Needed / Consultancy

Note: this refers to reports containing open actions and is not indicative of the overall patters of report ratings. “Satisfactory”
reports, by their nature, have fewer actions, are more easily fixed and are therefore less represented on this log.



Satisfactory: Standards of control for all key nsks and activities are satisfactory. Objectives are
being achieved efficiently, effectively and economically.

The report may suggest a small mumber of areas where there 15 scope for nunor umprovement i
control. These areas have nungating back-up controls. relate to low risk areas. or the risk of loss
associated with the inadequare / missing conirol 1s not materal.

Improvement Needed: While some comtrols are functioning as intended. the overall control
emvironment is lacking or has degraded since the last audit. Improvements in conrol are therefore
necessary for one or more medium nsk areas. The report contamns a mumber of re-occumng
findings / control weaknesses. Mitigating controls are not in place and changes are necessary to
make the control environment more effective and efficiemt. A loss could oceur if the control
environmient continties to be unaddressed.

While acnons are identified to address these findings. these actions are at an early stage of
mplementanon and may requre further mvestigation and resowrces 1o address the control
weakness.

Unsatisfactory: Controls over high nsk areas are below an accepiable standard and requare
Hpovemient as-a prionty (e.g. the report contains al feast one major finding | control weakness
which conld result i inumediate Joss).

The general control environment requires an unmediate improvement. Objectives are nol being
miel, or are bemgz met without achneving value for money.



RTE

Status of Actions (December 2022)

Status of Internal Audit Report Actions

2%
(3)

= Complete

[1In Progress
mNot Complete
mNot Determined
@i Not Yet Due




RTE

Analysis of Actions “Not Complete”

POpU/atlon =3 actions, across 2 reports Status of Internal Audit Report Actions

Summary
Reports

Finance Procurement Cards — two actions
Supplier and Employee Master Data — close account

|w
I~




RTE

Analysis of Actions “In Progress”

Population = 33* action items, across 17 Internal Audit reports

33 Actions "In Progress", by Division
Status of Intarmal Audit Report Aclions > 39%

(13)
2%(3) / 40%

35%
30% -
25%
20% -
15%
10%
5% -
0%

L

Technology Commercial Operations Finance Other

*Note: the ERP project, which is the subject of delays, is
specifically referenced in 12% of the in progress actions.
The ERP project will also have an indirect impact on other
in progress actions.




RTE

Analysis of Actions “In Progress”

13 8 Finance » Procurement Compliance: eight actions (Invoice Manager, PO
Compliance, Tendering etc.)
» Purchase Cards: three actions — longer term process / policy
» Supplier and Employee Master Data: one action to close
accounts
» Phishing Controls: one action on user access controls

8 2 Commercial « Compliance with Regulations: seven actions (Advertising
Minutage / HFSS & Alcohol / System Weaknesses)
» Premium Rate Competitions: one action

3 1 Operations » Programme Classification (Player v Linear TV inconsistencies)

1 1 Technology » Backup Policy and Procedures documentation

8 5 Other * HR: 4 actions (H&S, Lump Sum Payments, Supplier & Master
Data)

» Corporate: 2 actions (Travel & Subsistence & Corporate
Compliance Framework Review)
« All: 2 actions (PeopleSoft Fee Payments)




RTE

Analysis of Actions “Not Determined”

--'-""";'

100% -
80% -
60% -
40% -
20% -

0% -

10 Actions "Not Determined", by Division

90%

Technology Finance




RTE

Conclusion

* In summary, good progress has been made in implementing the actions, with the
63% (54% in last review) of actions now complete.

* In addition, some of the actions in progress are at an advanced stage of completion.

« Our review indicates that owners of actions are giving reports attention, although
some slippage in implementation dates occurs.

« Audit work is not performed equally across all divisions. Certain areas received extra
focus during the pandemic due to changing risk profiles. As a result, divisions with a
larger number of outstanding actions reflect the volume of work in the area as
opposed to being indicative of overall compliance levels.

« Themes: the actions in progress are spread across 17 report and there is no single
reason for non-completion of actions.

« A small number of common themes arise including — ageing technology and system
weaknesses; purchasing compliance issues (PO, tendering) and policies /
processes out of date or needing modernisation.



RTE

Next Steps

« The actions from Internal Audit reports in progress will be added to the log.

« A further update report on the status of implementing actions will be prepared later
in 2023.
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Introduction and Background

Background

Introduction

Music/artistic works are subject to copyright law in Ireland. A songwriter is
entitled to a royalty in relation to each ‘performance’ of his/her song on
radio or television, either as music or as background music in:

= Programmes (whether produced in-house, by the IPU or acquired);
= Advertisements;

= Presentation events/promos; and

= Signature tunes.

As it would not be practical for each copyright holder to act on their own
behalf in the collection of royalties, they appoint collecting societies to act as
their agents, licensing the use of copyright material in return for royalties.

Collecting Societies
There are four collecting societies operating in Ireland, namely:

= Irish Music Rights Organisation (“IMRO”), which represents the
composers/songwriters in the collection of royalties due in respect of the
public performance of their compositions;
= Phonographic Performance Ireland Limited (“PP1”), which represents the
producers of commercial sound recordings (generally this means the
record companies);
= Recorded Artists and Performers Limited (“RAAP”), which represents the
artists/performers; and
= Mechanical Copyright Protection Society (Ireland) Limited (“MCPS”),
which represents:
o the composers/songwriters in respect of the making of copies of
their compositions (including digital reproductions); and
o the producers of certain non-commercial music recordings.

The collecting societies are affiliated to similar societies in other countries, in
some cases collecting a royalty on behalf of the affiliate society.

Fees and Returns

A flat fee has been contracted by RTE with the collecting societies. In the last
published Annual Report (year ended 31 December 2014), RTE reported
payments to Collecting Societies in the amount of €7.4m.

These fees cover both RTE Television and RTE Radio, and as applicable,
Digital rights. (RAAP currently receives its royalties directly from PPI.
Consequently, RTE has no separate contractual arrangements with RAAP).

The collecting societies distribute these fees to the composers, performers
etc. based on music output reports submitted by RTE. These output reports
list all of the music on each individual TV/radio programme, with details of
the composer, record label and publisher, together with the duration used
for each piece.

Process - Television

Music returns are completed on a Web Based System connected to the
channel management system, which generates the fully broadcast
transmission log. Each individual music return received from programme
teams must be individually scanned into the system by the Music Reporting
Administrator and manually checked. Returns are received from a variety of
sources (IPU, Production Teams, etc) and in a variety of formats. Outstanding
returns are tracked, followed up and submitted to Collecting Societies at a
later date once received.

Process - Radio

In October 2013 RTE Radio launched a Tracklist App for reporting music
which has not been automatically sent from The App includes
music played during programmes from CD, downloaded from the internet,
live performances and music used within edited ‘packages’ which is to be
manually added by programme teams.

The Tracklist App was developed by Radio programme teams and Radio
Broadcast Services. It is web based and user-friendly and makes the
reporting of manual music returns easier and more accessible.

Page 1
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Objectives and Scope

Process - Radie fcont'd):
The application also has functionakity 1o publish music playlests to Radio websites and this s operational for-a large number of Radio prograsmmes,

mf::ﬂmilﬁﬂ daily log, comparising tracks automatically played via , whichis avaflable evermight for dowaloadig by the Collecting Soceties, Ona
mson iy 5, boge of manual music retwrms are submmitted to the Collecting Societies based on data collected from programne teanms.

Objective and Scope

The objectives of this acdit were 1o review RTE's compliance with IMRO, PPI and MCPS reporting requirements. Specifically the review wis intended to:

< fdentify the reporting requirements of the collecting societies,

* klentify how Television and Radio programme teanis, and Sales Functions, comply with these requirements;
«  Test the accuracy and completeness of RTE's reports to the collecting societies: arid

© Understand any reporting Bsues anshog,

The scope of this audit covered the muske reports to the three main collecting socketies (IMRED, PPEand MOPS) by RTE's two relevision stations (RTE One and RTE 2)
and the four primary national radio stations [RTE Radio 1, RTE 2fim, RTE Iyric fm and RTE Raidid na Gaelachta). The testing covered dates in 2015 with audit
sampies selected randomly, as cutlined in the action plan.

The Scope did mot include:

K The five exclusively dignal services
XA pechnlcal f IT awdit of the Tracklizs App

The= key corporate tisks addressed by the report are as follows:

= Hisk # 1 - Reputation Risk
= Ragk # 3 - Management and Priorstisation of Financial Resources

pogez  RTE




Findings

Key Findings

Thee ey posints identified during the cowrse of this review s outlned below.  See the action plan fod full detadls of the fndings.

Complatarass of Advartising W nated instances of mising music returns in respect of advertising broadcast on Television and Radio

Returns This is because some Advertising Agencies are slow to submit returms in respecting of advertising copy, or fail 1o

make a return, This is despite Irish Agencies receiving a reminder to submit copyright information at the point
when they are submitting adverfising copy to RTE via the Caria Advertising system, UK Agencies pose 3 greates
chiallenge in this regard,

The lewed of completeness of returns was generally high for Television and Radio programmes, with ongoing

Complateness of Programme engagement with programms tearms 1o foflow-up oninstances of missing returms.

Returns

Some ad-hoc [ isolated issues of missing returns were noted on specific programmes as set-out in the action

plan,

The bucic Reporting System in Telewvision does not have the full functiohality o meet the day to day business
neads in an efficient and automated manner. The processes are manual and the system is out-dated. We note
that an westigation of the feasibility of udng Radio's Tracklist App In Television has been carred o,

IT System in Telovision

roges RTE



Conclusion and Rating

Conclusion

While data on music played on RTE’s services, or used as background music, may not in itself be considered critical business data, as Ireland’s public-service
media organisation, in receipt of Television Licence Fees, it is incumbent upon RTE to fulfil its music reporting obligations to collecting societies. As a result, this
area is subject to potential reputation risk and is material from a financial perspective.

The level of completeness of returns was high in RTE’s Radio services, 97% and higher across each of the services. There has been a notable improvement in the
level of compliance since the last audit, which may be traced to the implementation of the Tracklist App. The App makes the process of compiling manual music
returns easier and more accessible to programme teams. Improvements in the automation of the reporting process have also been introduced and the system
of Administrators for each channel is working well. There is scope for improvement in relation to the timeliness of returns of a small number of programme
teams, as outlined in the action plan.

The level of completeness of music returns is also high for RTE Television services, slightly higher for RTE One (95%) than that for RTE 2 (90%) in the sample of
returns reviewed. This represents an improvement since the last audit, despite a cut in the number of staff involved in the music reporting process in Television.
A small number of areas contributing to the missing returns are set-out in the action plan. The process in Television involves engagement with a number of
Independent Producers and outside companies, in addition to a large number of in-house programme teams. The IT System is old and some processes are very
manual.

We noticed instances of missing music returns in respect of advertising broadcast on both Television and Radio. The overall average completion rate was 76% in
Television and 60% in Radio. Reliance is placed on the Advertising Agencies to submit returns in a timely manner. This issue is already understood by the Sales
Traffic team and the area was receiving renewed focus prior to the commencement of the audit, with some actions already in progress. The level of
completeness is improving.

While no serious risks were identified in the audit, the report is assigned a combined rating at the mid-point (orange) in the audit rating scheme across the three
areas above, with the lower level of completeness in advertising returns contributing to the overall rating. We appreciate the assistance of the relevant staff in

Television, Radio and Television Sales during the course of this audit.

Rating IMPROVEMENT NEEDED

Page 4 RTE



REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES

A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date |,

Advertising Returns J

Music Returns for Advertising The Sales Traffic Team is The and the MtoH o

We noted instances of missing music returns in respect of
advertising broadcast on Television and Radio.

Background

Music used in adverts is subject to copyright law in Ireland and
therefore falls within the scope of music returns to Collecting
Societies. Advertising copy is submitted to RTE via a "Copy
Instruction Form" (which can be submitted electronically via the
Caria advertising system, or manually via email). When an
Agency submits copy electronically via Caria, an alert
automatically pops up, reminding them to submit the copyright
information. (This applies to Irish Agencies only; the UK Agencies
are not inclined to implement this at this stage). The Copy
Instruction Form contains a section for Agencies to identify any
music used in the advert.

There is no official timeline for submission of Advertising Returns
to the Collecting Societies, but RTE endeavour to do it quarterly.
Two months (June and September 2015) were selected for
testing, taking into account both RTE One and RTE 2 for
Television, and RTE Radio 1, RTE 2fm and RTE lyric fm for Radio.

Context to Testing

There has been renewed focus on this area by the Sales Traffic
team in approximately the last 12 months, which has been
targeted at new advertising copy received. However, there is still
some legacy advertising copy being aired that would not have
music copyright assigned to it. It is hoped that, as time

RTE Internal Audit

taking all reasonable
measures to address the
submission of music returns.
We are unable to force
Agencies to make
submissions. The alternative
approach would be not to
transmit adverts for which a
music  return was not
received, but this is not
commercially viable.

(===

Agreed

Sales Traffic Manager will attempt to
resolve the technical issue with the
electronic submission of reports to ensure
that the returns being submitted to the
Collecting Societies are accurate.

A formal once-off reminder will be issued
to the Irish advertising agencies reminding
them of their responsibility to provide
music details for each advertisement.

The will implement a
more structured process that is uniform
across all team members and covering all
stages of the music return process. In
particular, reminders will be issued on the
importance of follow-ups.

In the UK, ad copy is collected centrally by
Clearcast (Ad. Clearance service for
Agencies). It may be possible to obtain
copyright information from Clearcast, but
this is likely to involve a charge. TV Sales
have looked into this but the costs were
not specified. Therefore, there is scope to
explore this area again.

31 March 2016

30 April 2016

30 April 2016

31 May 2016
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

progresses, one would expect the completion rate to increase as

more new copy is submitted and old adverts cease to be

broadcast.

Results — Overview

e Technical Issue: During testing it was noted that there is a
discrepancy between the level of music returns received and
processed by the Sales Traffic team and what is being
reported to Collecting Societies as part of the electronic
submission of reports. This appears to be due to a technical
processing issue. The reports currently being submitted by
RTE to the Collecting Societies are showing a lower number
of returns than what is actually received from the Agencies.

e Incomplete Returns - Television: We identified incomplete
returns in respect of Television advertising. The overall
average completion rate for the two returns selected was
76% across the two Television services.

e Incomplete Returns - Radio: There is a higher level of
incomplete returns in respect of Radio advertising. The
overall average completion rate for the two returns was 60%
across the three services.

The problem with incomplete returns is that agencies,
especially UK ones, often ignore this section of the Copy
Instruction Form, or there are significant delays in returning
music. Significant effort is often then required by the Traffic
Team in Television Sales to follow-up outstanding returns
with the agencies. The current policy is that all outstanding
returns will be followed-up once, using the IMRO logo in all
emails as an additional reminder.

RTE Internal Audit Page 6



REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES

A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
e Accuracy of music used: Ten adverts were selected for
testing, from both the June return and the September
return, and across all stations in Television and Radio. The
adverts were listened to, the duration checked and music
source verified to the internet. No issues were noted.
|
Television Music Reporting J
Completeness of Returns — RTE One The level of compliance is The Producers of the programmes M

Background

The music returns in Television are based on weekly reports
"Submissions Reports" (Saturday to Friday) and are submitted
monthly to the Collection Societies, four weeks in arrears. Four
sample weeks across four different months from both RTE One
and RTE 2 were selected for audit testing. This allowed a
sufficient period of time for the submission of late returns via the
quarterly Additions report.

Results — Overview

The level of completeness of returns for RTE One was high. As
outlined in the Executive Summary, there has been an
improvement in the level of compliance since the last audit. The
overall average completion rate for the four weeks tested was
95%.

The level of missing returns ranged from 3.1% to 7.6% across the
four weeks tested (reducing to between 1.8% and 7.1% after the
submission of the Additions Report).

RTE Internal Audit

high and has improved since
the last audit.

This is a good result,
considering the loss of one
staff member since the

previous audit.

referred to in the finding will be issued
with another reminder and informed of
the results of the audit.

29 February 2016
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Results — Programmes

While acknowledging the high levels of compliance, the following
programmes contribute to the majority of missing returns and
need to be reminded of the importance of completing timely
returns:

“Best of” Programmes: Missing returns for

accounted for 13% (6 episodes) of the total outstanding returns.
accounted for 4% (2 episodes). In
mitigation, the best of is an edited version of the original
broadcasts received and is often completed by a different editor
/ producer. All of the returns for the original broadcasts of each
show have been submitted to date.

Outside Companies: Missing returns for Referendum Commission
Public Information Broadcast accounted for 7% (3 episodes) of
the total outstanding returns. Firefighters, an IPU Production,
accounted for 4% (2 episodes). These programmes were
completed by outside companies but the music return was never
submitted despite being requested on numerous occasions by
RTE personnel.

Of the remaining two programmes with greater than one return
outstanding at time of testing

_), both have since submitted their music

returns.

3. Completeness of Returns — RTE 2 See above for comment. See action in point # 1 above. M

Results — Overview 29 February 2016
The level of completeness of returns for RTE 2 for the four weeks

tested was 90%.

RTE Internal Audit Page 8



REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

The level of missing returns ranged from 10.5% to 20.5% across
the four weeks tested (falling to 3.8% to 20.5% after the
submission of the Additions Report).

Results — Programmes

The following three areas contributed to the majority of missing
returns and need to be reminded of the importance of
completing timely returns:

a) Young People’s: Missing music returns in Young People’s
accounted for 68% (43 out of 63 episodes) o

) and other various. In mitigation, the
number outstanding has recently been reduced to 14%.
Returns for summer months are often not completed until
later in the year due to programme teams taking summer
holidays.

b) Sport: Missing music returns in Sport accounted for 14% (9
out of 63) of total outstanding returns:
episodes) and other various. In addition, a further 7% of
Sport output is (4 episodes), which is
an IPU production. In mitigation, the number of returns
outstanding has recently been reduced to 8%.

c) Other: The remaining 11% of missing music returns are ad-
hoc isolated incidents across various programmes.

RTE Internal Audit Page 9



Finding

Music Reporting IT System / Manual Processes

The Music Reporting IT system in Television is old and does not
have the full functionality to meet the day to day business needs
in an efficient and automated manner.

IT System: Operation

In contrast to Radio, where an automated system has been
introduced since late 2013, the system in Television is manual,
out of date and has not been upgraded since the previous audit.

Music returns are completed on a Web Based System, connected
to the , which generates the
fully broadcast transmission log. SRS is the key input for the
Music Returns System. For the Music Returns System to work,
each individual music return received per programme (Q-sheets)
must be scanned into the SRS system.

The scanner and impute programme work on an out-dated
Windows Internet Explorer. This will potentially cause more
recurring technical problems in the future as newer versions are
released. There is also a system support issue as the system gets
older.

In the event of a technical fault, there is a risk that the system
may not be available for an extended period of time.

Manual Process

The compilation of the station return from individual programme
returns (Q sheets) is a very manual process. The returns
received have to be scanned into the system or rekeyed.

RTE Internal Audit

REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES

Management Comment

The Music Reporting
Administrator has assisted
Technology and Operations,
in their assessment of the
feasibility of system changes.

The option of using the music
reporting system in Radio has
been examined. We await
the conclusion of the
investigations.

A

Agreed

Agreed Action

A short report will be prepared outlining
the options for upgrading the Music
Reporting IT System. In conjunction with
Television management a decision will
then be made on whether to: (a) progress
to a full scoping and costing exercise, (b)
close the project, or (c) consider
upgrading the existing Music Reporting IT
System.

A — AGREED ACTION PLAN

Priority

Manager
responsible and
Completion Date

30 June 2016
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Prior to scanning, each music return must be reviewed and
another manual check is required to ensure the information
loaded by the SRS system matches the information on the Q-
sheet. The system is unable to check this automatically.

In addition, the follow-up process for overdue returns is time-
consuming and inefficient, involving multiple phone calls, emails
and tracking of returns. Rekeying of data submitted by RTE must
also take place by the Collecting Societies.

Upgrade of the System

TV Operations and Technology, in conjunction with the
developers (OpenApp) of the Tracklist App in Radio, held some
initial planning meetings to examine feasibility of extending the
use of the Tracklist App to Television. IMRO was involved in
some preliminary discussions. This was an exploratory process
to consider options.

The extension of the Tracklist App to Television is not a
straightforward project given the wide variety of formats and
sources of inputs of music returns in Television, including
external Independent Production Companies. In addition, the
scheduling processes in Television are more complex than Radio,
which may require enhancements to the schedule based
electronic App in place in Radio.

The investigation of an upgrade has been paused due to other
higher priority Technology projects and the financial constraints

on IT budgets.

(We acknowledge that the extension of the Tracklist App to
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Television is just one of a number of possible Technology projects

under consideration across RTE, and of a lower priority. Internal

Audit’s Technology Risk Assessment Report, in Summer 2015,

highlighted a number of other priority projects across RTE which

are in need of action, some impacting broadcasting.)

5. Accuracy of Music Returns We are pleased to note that The programmes in the sample were L
the level of accuracy is high. selected randomly and it is likely that the
Background minor issues identified may be relevant to 29 February 2016

We selected a sample of eight programmes across both stations The specific issues highlighted other programme teams.
and viewed each programme on the Compliance Viewer. We in the finding are considered

checked whether a music return was filed by the programme relatively minor. A reminder will be issued about the need

team for each of the programmes selected and compared all to complete music returns on a timely

music played and its duration to what was submitted in each of _) basis to include the complete range of

the music returns. The details (artist, song title, publisher, etc) music on the programme. In particular,

were agreed to an external source, where necessary. the reminder should focus on the
importance of theme tunes, inserts, music

Result in the background, etc.

The returns six (out of eight) programmes were accurate and

complete.

We noted some inaccuracies in the music returns for two of the
remaining eight programmes selected.

. _(RTE One): two missing pieces of music out of 10
used on the programme. In addition, the theme tune for the
commercial break was omitted and the closing theme tune
was omitted from the return. Reporters and other third
parties are relied on for the submission of music for
Nationwide.

o _ (RTE One): one missing piece of music
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
out of 18 used on the programme. In mitigation, it was
noted on the return that this piece was still outstanding.

|
‘ I Radio Music Reporting ] ‘ ‘
"6. Completeness of Returns " Agreed "The Producers of the programmes ' M I_
referred to in the finding will be contacted Done

Background _ and informed of the missing returns
We examined the completeness of the auto daily log and the identified during the course of the audit.
manual music returns for the four primary Radio stations, for a
one month period. We selected the month of August 2015 to The Producer will ensure that returns are Programme team
allow a sufficient period of time for the submission of the completed on a timely basis in the future. responsibility is
manual log (in mid October 2015) and any supplementary logs. set-our below /
We compared the music returns to the numbers of programmes Ongoing
broadcast.

Results — Overview

In summary, the level of completeness of returns was high. As
outlined in the Executive Summary, there has been a notable
improvement in the level of compliance since the last audit
which may be traced to the implementation of the Tracklist App
in Radio. It is a user-friendly product and promotes high
compliance levels, which is evidenced in our audit of the
completeness of returns.

The level of missing returns ranged from 0.6% to 3.2% across the
four stations, the latter percentage relating to RTE Raididé na
Gaeltachta.

Results — Programmes

While acknowledging the high levels of compliance, the following
programmes contribute to the missing returns and need to be
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and

Completion Date
reminded of the importance of completing timely returns:

RTE Radio 1: while the level of compliance is generally high, we The Producer will ensure that returns are
noted gaps in the returns for the completed on a timely basis in the future:

RTE 2fm: music returns in respect of pre-recorded programmes
appear to be an issue on RTE 2fm, such as the

Compliance levels

are generally high on RTE 2fm.

RTE lyric fm: the issues primarily relate to the
No return was submitted in respect of the five episodes in
the period covered by the audit.

RTE Raidio na Gaeltachta:

In mitigation, the nature of the RTE Raidio na Gaeltachta
schedule is such that a high proportion of returns are manual
which are more difficult to coordinate. In addition, only Casla
provides for auto-publishing of tracks.
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Finding

Publishing Play-lists on Programme Websites

Issue

During audit testing, we noted differences between the tracks
listed on the Tracklist App (and published on the programme
website) and the tracks listed on the log available for
download by IMRO / PPI overnight. In some cases the number of
tracks listed on the App is lower than the number of tracks
recorded on the daily log.

The differences ranged from 0% to 44% across a sample of ten
programmes tested. The largest difference related to

“performer” field can be a more complicated matter in RTE lyric
fm as compared to the other stations. If that field is empty, the
track will not be published.)

Implication

As the daily log is available for download overnight by the Music
Societies, there is no issue with the accuracy or completeness of
the music return.

However, this issue could cause confusion, or reputation
damage, should a rights holder query why a track played on RTE
Radio is not listed on the programme website. We were
informed of instances where a rights holder noted this omission
and contacted RTE Radio to query whether the appropriate
music return was made. (The Tracklist App automatically
published to the programme website for many RTE Radio
programmes).

RTE Internal Audit

REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES

Management Comment

We are aware of that issue
and we have specified a
solution  for it. We
are currently awaiting a third

party to schedule
development time to
resolve it.

(Radio Technology)

A — AGREED ACTION PLAN

Agreed Action Priority

The technical issue with the publication of M
tracks will be addressed by the third party
developer.

Manager

responsible and

Completion Date

30 April 2016
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Cause

This may be due to a technical issue which means that if a

particular setting is not applied as part of the cataloguing process

in the track will not be published and will not appear

on the Tracklist App. This is a known issue and is being actioned

by Radio Technology.

8. Logging of Station Imaging in Music Returns This matter has now been Station Imaging will be added to the Music MtolL
The music return for one episode of , addressed. Database in so that it will be 31 March 2016
reviewed as part of our audit sample, included five station recorded in the daily log automatically
imaging (jingles) slots of a duration of four minutes each (20 _ when played on air on each programme.
minutes in total).
The Music Administrators will issue a Music
This represents in excess of 20% of the music content of the reminder to programme teams to use the Administrators
programme, which on first review appeared high. We would - pre-listen function to preview 31 March 2016
have expected that each imaging slot on the programme would music as opposed to the “PFL” button on
have been listed as a few seconds. the desk.

We were informed that the station imaging included in The

represented a “catch-up” return for
imaging played on various programmes across the schedule, but
which was not automatically logged as part of the individual
programme returns. The imaging was therefore logged as a
‘block’ on one programme.

While this approach ensures an accurate approximation of the
total duration of station imaging, it is preferable, for ease of
administration, to set-up this to log automatically as part of the
daily log.

Pre-listening to music
There is a risk of an incorrect duration of music being logged in
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

the event that a Presenter uses the “PFL” button on the desk to

pre-listen to music as opposed to following the correct

procedure of using the- pre-listen function.

9. Accuracy of Music Returns The issues on _ _Show: M

Show  primarily

Background reflect the manner in which This matter will be resolved by:
We selected a sample of eight programmes and listened to the the music is added to the e Adding music to the Music /
programme in the archives, logging the music played on the audio database, and may Database (via the Sound Library) in -
programme. We compared our log to the automated / manual relate to some pre-recorded the first instance; or Ongoing
log of music recorded by the programme teams. material. e In the event that music is added to
the Audio Database, completing a
Result The remaining issues reflect manual return after the event to
We noted some inaccuracies in the music returns for four of the cases where a manual return record that the track is played.
eight programmes selected. was not completed.

A reminder will be issued to the
In one of four cases, we noted a significant level of inaccuracy: - programme teams about the need to
record manual returns.

(@}
m

hEanaigh
° : 15 missing tracks out of a total

of 28 tracks. (It appears that no manual return was

prepared for this programme. Five tracks were listed as

manual tracks, but these all related to station imaging. As a

result, it appears that some of the manual return is

outstanding)

(We acknowledge that the above programme contains a lot of
new music and, given the late time slot, there may be practical
difficulties with adding tracks to the - Music Database,
via the Sound Library, at short notice).

We noticed some ad-hoc inaccuracies for the remaining three
programmes:
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

e Nova (RTE lyric fm): two missing tracks out of 10 tracks on
the programme. In addition various clips, inserts and
extracts of music during a 40-minute feature interview were
not logged

e Reels to Ragas (RTE lyric fm): three missing tracks out of 13

e Togha agus Rogha (RTE Raidio na Gaeltachta): two missing
tracks out of nine tracks played on the programme. In
addition a short extract of a tune used as part of a
competition was not listed.

The returns for the remaining four (out of eight) programmes
were accurate and complete.

10. Music Administrator A Music Administrator has A new will  be M Done
now been appointed since the appointed for RTE 2fm.
Each station has a Music Administrator, responsible for following completion of the audit.
up on missing music returns, issuing reminders and providing
assistance as needed. This is not a dedicated post, but is carried -
out in addition to existing duties.

At the time of out audit testing we noted that there was no
dedicated Music Administrator for RTE 2fm. This increases the
risk that gaps in returns, such as pre-recorded programmes
identified above, may not be addressed on a timely basis with
the programme teams locally.

11. Programmes Out of Scope Reminders will be issued to News and L N/a
Current Affairs programme teams to
We noted that no process is in place to identify any ad-hoc consider the requirement for a music
requirement for a music return on programmes which normally return for specific events or other once-
comprise of speech content. For example, a News and Current off programmes.
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REVIEW OF MUSIC REPORTING TO COLLECTING SOCIETIES A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and

Completion Date
Affairs programme which contains an ad-hoc music related

package, a movie feature etc. is not currently within the scope of No further action deemed necessary.
the music reporting processes.

On balance we consider that this is immaterial in the context of
the total music output. The administration of putting a process
in place for News and Current Affairs programming would
outweigh the associate risk of non-compliance.

However, it is timely to issue a reminder to programme teams to
make a return in respect of special editions etc., particularly in
advance of 1916 special events etc., where music content might
be a more significant element of the programme.
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Background

Background

Introduction: Overview of Supplier Payment Processes

The Accounts Payable department is responsible for the payment of suppliers
of goods, professional fees, corporate services, etc. The RTE Purchasing
Procedures and Guidelines govern practice in this area, with payment
processed via the Accounts Payable module in

Certain low value purchases are processed by corporate purchase cards. The
personal services of named individuals / independent contractors are paid via
. (Both these processes are outside the scope of this audit).

Purchase Orders

Purchases processed via Accounts Payable must have an approved purchase
order (PO) before any purchase commitment is made. POs are raised and
approved on using a web based tool — Web. Approvers are
determined by the costpool and the value of the PO. Tiered approval is
provided for in line with RTE’s delegated authority limits, as follows:

Tiered delegated authority approval limits

Order Value Approver

€0 - €10,000 Costpool Manager

€10,001 - €100,000  Costpool Manager / Central Purchasing / Senior

Manager / FD of IBD

€100,001 - Costpool Manager / Central Purchasing / Senior
€250,000 Manager / FD of IBD / MD of IBD

€250,001 - Costpool Manager / Central Purchasing / Senior
€750,000 manager / FD of IBD / MD of IBD / CFO
€750,001 Costpool Manager / Central Purchasing / Senior

manager / FD of IBD / MD of IBD / CFO / DG

Goods are receipted on web, by the requisitioner, when delivered and
services are receipted when the service is completed. Invoices are sent by the
supplier to Accounts Payable for processing and payment. Any invoices sent
directly to the costpool manager are forwarded to Accounts Payable. Upon
receipt of invoices in Accounts Payable, they are firstly scanned and
electronically copied onto the relevant supplier account on

Before an invoice is processed, it is matched to the PO and to the goods receipt.
Payment takes place, normally by EFT to the supplier’s bank account, in line
with credit terms.

Invoice Manager

A small number of purchases are processed each month via invoice manager.
This is an alternative approval tool on whereby invoices are approved
by a member of Finance without an approved PO.

Purchase Cards

Goods and services may also be paid by purchase card. Purchase cards are visa
cards provided by . They are used by a restricted number of RTE
personnel to make low value purchases of goods and services. All receipts are
retained by the purchaser and approved on a monthly basis by the relevant
costpool manager.

This, in turn, reduces the number of low value orders processed via
web and reduces cost by eliminating the administration associated with low
value orders.

Receipting of Goods / Services

The system controls within do not allow an invoice to be processed for
payment unless it matches the goods receipt value on the relevant open PO.
There is a 5% tolerance limit to allow for normal variances such as delivery
charges etc.
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Objectives and Scope

Inheveni I'T Hisk

Staff m Accounts Payable are aware of this inherent systems weakness and
mameally compare sl invoices to the approved PO valee. However. by their
mabre, inasmal controls are weaker than sutomatic systemn controls

While mnnual cootrols are m place, we camy owl an sl review of POs,
order fo idenfify any instances of inapproprnate receipting m - excess of the
approved onder pmotuit,

The objective of this andit was to review the PO raiced in e vesr ended 31
Decenser 2003 and to fovestigate soy cases of pooda/services receipled i
ewcess of the approved order amoant. KPMG place relisnce on tus work as
part of thewr estterial andat.

Thee output of the andar will be & report, an electnoane file snd working papers.

The scope of our review coversd all POs approved (and processed) dunmg the
penod 1 January 2013 to 31 December 2013, across all IBDs.  The mdit
involved:

Extractng PO data from RS ~oabysis of same

Congparing the valoe of goods receipted to the vahse of the approved PO to
identify oy deliberate by-passing of the puschase approval system
Inspecting any mvoices processed i excess of approved orders and
imvestigating further as necessary

Detecting any mstanses of missing PO numbers in the automatic munber

sevpeence o [ R
The scope did pot inclade;

X Feviewing parchase card payments (a sepamte report on purchase card
payments ks cwmently o progress)

X A fll review of all invoices posted on R to detect duphicate payments
~ 1o be covensd separately in the sudi pian

[Nate on restalemant af 2002 data; we have expanded the scape of the audit this
vear o fnclide Capital WIP and Connnissioned progranmre PO, Acoordingly,
we e presented the 2017 data on o consistent basis (fe. adinsted fo mclude
Capital WIP and Commissianed programme POs), This showld be noted i any
vevime of the priov vear andit report fdoted & Febriary 20131}




Data Analysis

Purchase Order Data

12,752 POs were raised in 2013, in comparison to 13,442 in 2012. (These
totalled 22,252 lines of orders, as some POs contained multiple order lines).

The graph below provides an analysis of the number of POs raised by IBD:

Stratification of Purchase Order Data
A further breakdown of the numbers of POs by value thresholds is displayed
in the table below.

No. of Purchase Orders 2013 by IBD

W Television
M Radio

m News

M 2rn

M Digital

I Performing Groups

@ Corporate

The graph below details the value, by IBD, of POs raised in 2013. The total
value of POs raised in this period was €154.4m (€176.8m in 2012).

Value of 2013 Purchase Orders by IBD

M Television
W Radio

B News

M 2rn

M Digital

W Performing Groups

W Corporate

Value Number of Orders Processedin 2013
€0 - €5,000 10,415
€5,001 - €10,000 979
€10,001 - €100,000 1,140
€100,001 - €250,000 124
€250,001 - €750,000 57
€750,001 37
Total 12,752
Note:

1,283 of the POs raised in 2013 (2012 — 1,321) were less than €100 in value
and just over one quarter of those related to ten suppliers, generally recurring
consumable supplies. Of the 1,283 POs raised, 1,102 had invoices posted

against them at the time of issuing this report.
(A further 1,222 POs raised in 2013 were for a value between €101 and €200.)
While not a matter within the scope of this audit, there may be an option to use

a purchase card (or blanket orders) to further reduce the administration task of
processing these low value orders. This matter will be investigated further

locally.
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Summary Findings

Of the 12,752 POy mised durmg 2013, 41 POs (0.3%) were highlighted for
further testbng as the vahie of the goods receipted against the ooder excesded the
ofpgaal approved order ot

A sy of fee review of the 41 orders g set-oul below:

Analysis of PO's receipted > aporoved PO value

B N e
- Below
5 Invpdoe Posted = Order

® valid Reason

B Exception

The excess of the receiphng above the approved order amount was less than e

accepiabile I i« respect of two orders and these orders do not require
further investigation.

For 36 of the orders. the amoumt mvaiced was equeal 1o, or less than, the approved
ordered amomnt and po further action was therefore necessary. In these cases,
the excess receipting above the order value occwred due 1o a mamml error on
receiptmg the goods (e.g. n max up between the price and quantity fields).

Finally, m the case of thres orders, both the goods receipied mnd the invoice

processed were in excess of the original approved order. These orders were
imveshignied further.

In the case of two of the thres excephions, the invoice processed was less
than the accepinble I I 2 did vot require firther inveshigation

© While the remaining iwvoice was prester than Jjjj sbove the approved
oncder, the mveice value wat munaterial and this 5 wod reported as an
exceplion as & resolt.

The andst did not idennfy any snes with the noyber sequencing of orders
created on [ The wdenfified gaps m the sequencing of PO oumbers
were &ll confirmed 1o be due ooa known sydem-related sane,

The audst dad mot highlight any deliberate frandubent attempls o ccimvent
the Drelegated Authority Limits by mappropriately receigiing. and paying for,
poredds, withe a valme inoexcess of the appooved onder anwount

met RTE




Conclusion

Conclusion

While an electronic check of the invoice value against the goods receipt value takes place at the point of processing an invoice in Accounts Payable, due to a
system weakness within there is no limit on the value of goods which can be receipted against the corresponding open order i.e. the goods receipted value
can be in excess of the approved purchase order value. As a result, purchases could potentially be made in excess of the purchase order value originally approved
in line with the Delegated Authority Limits. While manual controls are in place in Accounts Payable to address this risk, we carried out audit work to manually
test the three-way match. The work will be relied upon as part of the external audit.

Internal Audit carried out a review of 12,752 purchase orders (representing a value of €154.4m). We noted no issues with excessive receipting and the manual
controls are operating effectively.

However, the underlying issue remains and a system of electronic three-way matching (invoice matched to open purchase order and to goods receipt value) on
is the most preferred method of addressing this issue. This matter will be addressed as part of the next upgrade of and is currently impacted by

resource constraints.

On the basis of the manual controls in place and the absence of any exceptions or duplicate payments identified in the period under review, the standard of control
is assessed as being “Satisfactory”. We appreciate the assistance of staff in Accounts Payable.

Rating SATISFACTORY
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Introduction, Background, Risk, Objective and Scope

Introduction

Internal Audit (“IA”) has reviewed the processing of receipts through card
payment terminals located on the RTE campus. The receipts are from both
credit and debit cards. There are four card terminals in use for said
purposes. Please see table below for further details.

) Department
Location )
Responsible
1 Administration Building Finance
2 Library Building Archives
3 Radio Centre Archives
4 Library Building Archives

Background

The processing of receipts through card terminals are governed by two
external requirements, being:

> General Data Protection Regulation (“GDPR”); and
» Payment Card Industry Data Security Standard (“PCI DSS”).

GDPR is an EU regulation which was transposed into Irish Law by virtue of
the Data Protection Act 2018. It provides for higher standards of data
protection for individuals and imposes increased obligations on
organisations that process personal data.

PCI DSS is an information security standard designed to increase controls
around cardholder data to reduce payment card fraud. Regardless of the
size of a business, compliance with PCI DSS is essential for any merchant
that accepts credit/debit cards as a form of payment.

The key corporate risks addressed by the report are as follows:

= Risk #10 — Changes in Legislation/Regulation and Compliance;
= Risk #5—Brand and Reputation; and

= Risk #6 — Management of Finances and Business Planning.

Other specific risks relevant to this report are as follows:

= Fraud.

Objective

The objective of this audit was to review how sales receipts through
card terminals are processed and to check compliance with both GDPR
and PCI DSS.

The scope of our review covered all sales receipts through card terminals
for 2019 (up to 6% December 2019) and included the following
considerations:

» How card information is obtained, captured and stored;
» Completeness of sales transactions;

» Assess any opportunity for fraud; and

» Compliance with GDPR and PCI DSS.

The scope did not include:
X RTE merchandise store — fully outsourced;

X Restaurants — fully outsourced; and
X IT security of the card terminal infrastructure.
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Overview and Context of Findings

Sales receipts processed through card terminal payments are minimal, as noted per the below table. The types of sales that are paid for by card are:

. 2019 Transaction [No. of Transactions
Location Purpose B
Value* in 2019*
- Commercial Television Advertising Sales
1 | Administration Buildine |~ Commercial Radio Advertising Sales
El Commercial Digital Advertising Sales I n
- Performing Groups Sales (e.g. orchestra)
- Commercial and Private Television Archive Sales
2 Library Building - Commercial and Private Still/Image Archive Sales . | |
- Classified RTE Guide Advertising Sales
3 Radio Centre - Commercial and Private Radio/Sound Archive Sales
- Commercial and Private Still/Image Archive Sales L -
4 Library Building - Commercial and Private Still/Image Archive Sales [ | [ |
Total — -

*up to 06/12/19

Initiating Transactions

When the sales noted above are being paid for by card by the customer, the card details are taken via phone. The individual in the relevant department
takes down the card information and immediately goes to process the transaction on the relevant terminal. Once the transaction is completed, the
individual disposes of the card details and they are not recorded elsewhere. IA notes from discussion with all terminal users that they request that card
details are not provided via email. For the rare occasion where a customer emails with card details included, this email is permanently deleted once the
transaction is completed.

All card terminals have a standalone dial-out connected via a fax line. The terminal is not connected to the internet or any other system within RTE’s
network environment. No cardholder data is recorded electronically within RTE and only paper copies of the terminal receipts are maintained.
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Overview and Context of Findings

Accounting for Card Transactions

Sales other than commercial television, radio and digital advertising sales are captured outside of- These transactions are recorded on a manual
sales order, or a pro forma invoice. The paperwork is provided to Accounts Receivable with the card terminal receipts attached on a monthly basis (for
archive sales), or as they occur for all other sales. The sales are then manually inputted on -(financial reporting system) by Accounts Receivable
personnel in Group Finance.

Commercial television, radio and digital advertising sales are captured through- which is the commercial sales system. On a monthly basis, a file
from_ is downloaded by Accounts Receivable and uploaded to I There are a number of checks completed by Accounts Receivable to
ensure the accuracy of the upload.

All of the manual sales are allocated to the relevant Debtor account on [ § All sales from i already have the relevant Debtor account
included on the upload file and are automatically allocated accordingly. All Debtor accounts are reconciled on a monthly basis.

Banking Arrangements

In addition, all bank accounts are reconciled on a monthly basis. All card terminal receipts go through the relevant bank account and are distinctly
identifiable by their description which also includes the terminal ID that the receipt was processed through to facilitate tracking.

The findings of our review are summarised as follows:

Ref Issue Grading
1 Potential Non Compliance with PCI DSS Low
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Findings

1: Compliance with PCI DSS

Description

PCI DSS is intended for all organisations involved in payment processing, including merchants, regardless of their size or transaction volume. In contrast to
large merchants, such as department stores and online retailers, smaller merchants often have simpler environments, with limited amounts of cardholder
data and fewer systems that need protecting, which can help reduce the level of PCI DSS compliance required.

Merchants are divided into different categories based on the number of factors, including the number of transactions processed. As RTE processes sales
transactions through card payment terminals, it is regarded as a merchant and falls within the scope of the PCI DSS. However, due to the low level of
transactions and value, RTE is considered a small merchant. In addition, the actual processing of RTE receipts is managed by and outsourced to Elavon, who
are a leading global payment provider.

PCI DSS has a number of compliance requirements (for both IT security and reporting requirements), the level of which vary depending on the number of card
transactions processed annually by an organisation. To date, RTE has not evaluated what compliance requirements need to be adhered to under PCI DSS. One
of the 12 PCI DSS requirements for all organisations regardless of the number of transactions, is to “Regularly test security systems and processes” which is
already in place by Technology via the Edgescan supplier.

Recommendation Owner Due Date

1. Management should contact Evalon, being RTE’s I (Financial Accountant - Shared Services) 31 March 2020
merchant bank for card terminal payments, to confirm

the level of compliance validation and reporting
requirements and address any requirements arising.
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Conclusion and Report Rating

Conclusion

Although sales receipts through card payment terminals are minimal, there are external legislations and standards that need to be adhered to. In addition, there
is reputation risk in the event of non compliance.

RTE has adequate controls in place to minimise the opportunity for fraud and to ensure the completeness of sales. The RTE processes in place for recording card
payments also adhere to the principles of data protection under GDPR, however the compliance requirements under the Payment Card Industry Data Security
Standard is not known. As a result, there is a risk that RTE is not complying with all requirements under the standard. However, the risk is assessed as low as RTE
is a small merchant under the standard, with the lowest compliance requirements given the minimum number of transactions.

It is on the basis of the above findings that we assess the overall standard of the process as “Satisfactory”.

Report Rating . SATISFACTORY

Auditor:_, Internal Audit Manager
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Background

oo ]

The Department

The RTE Security department is managed by the Manager, Services Facilities,
reporting to the Head of Property and Services. Security is part of the broader
Property and Services function in the Corporate Centre.

The department consists of two separate functions — operational security and
access control — and is staffed by a mix of RTE personnel and staff provided
via an outsource contract with Paragon Security.

Operational Security

A team of 12 staff members (8 RTE personnel and 4 outsourced personnel)
provide 24 x 7 operational security coverage, via two 12-hour rostered shifts.
Each shift is manned by a crew of three: a Security Supervisor assisted by a
Security Officer and a Security Chargehand. The Supervisor is based in the
Security Control room in Ground Floor Stage 7 and the Officers move around
the Donnybrook campus as necessary. Shifts start / end at 06:30.

Access Control

The main gate to the Donnybrook campus is manned by Security, via the
outsource contract, from 06:00 — 24.00 (01:00 on Friday / Saturday). Outside
these hours, cover is provided by the Security Officer in the Control Room.

Responsibilities

The Security function has a broad range of responsibilities covering the RTE
campus and, remotely, the Regional Offices. The responsibilities include:

* Oversee the CCTV system;

* Investigate and manage fire alarm activations;

* Manage the issue of keys / open locked offices etc.;

* Administer the Co-Tag (ID Card) access system, manage the related access
levels to RTE premises and manage the issue of temporary cards;

* Security policy matters;

Responsibilities (Cont’d)

* Lost property;

» Attend while visiting dignitaries are on site and attend during special
events;

* Attend during certain live audience programming events (primarily in
Television Studios);

+ Manage and control public protests taking place adjacent to RTE
property; and

» Carry out investigations and reviews as necessary.

A security log is maintained by the Supervisor for each shift, listing the key
events and incidents during the shift. The log is submitted to the Manager,
Services Facilities for review after the shift.

The Manager Services Facilities and the Head of Property and Services liaise
with the Gardai and relevant authorities, as required, and deal with sensitive
security matters such as nuisance calls, personal safety matters, etc.

Regulation

The Private Security Authority, established pursuant to the Private Security
Services Act 2004, is the statutory body with responsibility for licensing and
regulating the private security industry in Ireland.

Licences are required by those working in the security sector within the state,
whether employed by a licensed contractor or directly by a business as in
house security personnel.

Regions
The security arrangements for regional RTE premises are managed via the
RTE Security function in Donnybrook. This includes the CCTV system, fire

alarm and Co-Tag access controls.

*We noted 2,850 active ID cards in use [by staff members, contractors and retired staff] at the
time of out audit. Varioususer profilearein operationto restrict accessto an appropriatelevel.
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Scope and Key Issues

The seope of the soudit was orgmusation-wide. The key objectives of the andat may be sunmnatised as follows:

Consider the misks impactng the Secunty hmchion;
Review the procedures in piace for granting access o RTE premises. including 1D Card application fonms. and the management of temporary cards;
Review the secunty acoess wser profiles m place to restrict access to prenuses (based on job roles);
Test the procedurss for processing re=charges to costpooks for fost cards;
Exanune the rostering practices and staff nmeshects;
Inspect and vakidnte a samplbe of billmgs from the outsmeced secnnty contrctor,
Assess compliance with relevant regulations m the security arca;
< Conseder and asses the role of Secanty m the event of a disaster / business contnnety event; and
*  Review operating and womtorng procedurss i the Secunty control room (CCTY, fire alanm activatson, efc:)

The seope did ol include the followimg::

O The plersical secunty of premaises hoissang stafl mensbers based in tee Bastitates of Techiolomies

X Detniled technical review of IT systenss in nse for the Co-Tag system _}, CCTvV - r.lm.lr.lmr.m:i'b_t_r anl Fire
A wey ey

No major ssnes were identified in this awdit which meqit cBassification as “key management ssues”™. A small
mimber of other less sipnificant observatons are imelhuded i the action plan,
_ -
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Conclusion

Eh—

The Donnybrook campus is a significant open site with a large number of business visitors, audience members and other groups attending on site. The Security
department must balance the demands of ensuring a high level of Security for staff members and on-site contractors, while also maintaining a smooth and efficient
access regime for visitors to RTE, in keeping with RTE’s role as a Public Service media organisation.

Lower staff resources over recent years has increased the focus on greater automation of access controls, especially restricted Co-Tag (ID Card) access to all
premises and CCTV monitoring. All staff members also have a role to play to prevent ‘tailgating” and unauthorised movement around the site.

The standard of control in the Security function is assessed as being “satisfactory”. The audit focused on the key operational security areas of access cards, user
profiles to restrict access, staff timesheets, CCTV and general operating procedures and policies. We noted some control improvement opportunities, as set-out in

the action plan. Actions have been agreed to address those, or are in progress.

We would like to thank staff within Property and Services / Security for assistance during the course of the audit.
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REPORT ON RTE SECURITY B —AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

1. Licensing from the Private Security Authority Agreed On an annual basis, RTE will request the M
PSA Licence from each staff member / 1 January 2015
Background contractor to confirm that it is valid and up and ongoing
The Private Security Authority (“PSA”), established pursuant to the to date.

Private Security Services Act 2004, is the statutory body with
responsibility for licensing and regulating the private security
industry in Ireland.

Licences are required by those working in the security sector in
Ireland. Different licences apply depending on the sector of the
industry — Security Guard, Cash in Transit Guard, Door Supervisor,
etc. — and the licence must be renewed after a period of two years.
Applicants are subject to a ‘fit and proper assessment’ by the PSA
to ascertain if they meet suitability criteria.

Finding

There is a risk that a member of the RTE Security staff may be
refused accreditation by the PSA, or have accreditation withdrawn,
without the knowledge of RTE.

In the current process flow for a new / renewal licence application,
the application form is firstly completed by the individual. RTE
then submits the form to the PSA and pays the appropriate fee on
behalf of the individual. The PSA carries out its own assessment
and clearance procedures, based on the information submitted on
the application form, and informs the individual of its decision
regarding the licence application.

RTE does not receive notification from the PSA at the end of the
process.

RTE Internal Audit Page 4



REPORT ON RTE SECURITY B —AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

2. User AccessLevels We will update the user The user access level titled “Gpl0 — L
access profiles as suggested.  Security” will be renamed to better reflect 28 February 2015
Access to RTE’s premises is secured by Co-Tag ID card access. the scope of the role.
We noted 2,850 active ID cards in use by staff members,
contractors and retired staff at the time of out audit. A number of A small number of other access roles will
different user profiles are in operation to restrict access to an be updated to reflect the matters set-out in
appropriate level. the findings.

While a member of the Security team has access to all areas, a
contractor attending on site will have time restricted access to a
limited number of buildings depending on the nature of their work.
Similarly, staff members are assigned to an access role which
reflects their geographical location of work and job role. Due to the
manner in which the system is designed it is not possible to be
assigned to more than one access role on the Co-Tag system.

Findings

We selected a sample of user access roles and reviewed the
individuals assigned to the role. In general, roles were assigned
correctly based on job responsibilities and we noted no significant
issues. However, the following matters need to be addressed:

e The title of one access group “Gpl0 — Security” is misleading
and should be renamed. It does not relate to security
personnel, which have a separate dedicated group, but is an
access group granting enhanced access for Donnybrook staff
members accessing regional locations

e  One individual (in Production Design) was assigned a powerful
profile to access all areas, but no longer requires that access
level

e One of the individuals in the Technology group (Gp36) had
departed the organisation

A review needs to be carried out to address the above matters.
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REPORT ON RTE SECURITY

Finding

3. Security Tender

Some security work is outsourced to a third party security

company. “ was selected as the
preferred contractor following a competitive tender process in

2009.
Findings
We noted the following during the audit:

e Given the passage of time since the original tender (in early
2009), it is timely to carry out a new competitive re-tender;

e Some of the services currently carried out by the firm were not
included in the scope of the original tender;

e It is timely to formalise some changes to daily rates since the
last contract;

e There are opportunities for greater efficiencies in the manner in
which the outsourced contract is used to deliver the overall
Security service. These opportunities have been identified by
management but need to be reflected in the specification of a
new contract, via a new tender.

Management is aware of, and actioning, the above issues but
industrial relations difficulties have delayed progress in this area.

A process is ongoing with employee representatives: discussions
are currently taking place with the IRT and have reached a final
conciliation phase. A new tender will take place when complete.
Plans are well advanced and this issue was being addressed prior to
the commencement of the audit.

RTE Internal Audit

M anagement Comment

Discussions are ongoing
since 2014 and are
progressing through the IRT
process. A tender will take
place when this process is
complete.

B —AGREED ACTION PLAN

Agreed Action

A new tender for Security Services is
scheduled to take place in 2015.

Priority Manager

M

responsible and
Completion Date

30 September
2015
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REPORT ON RTE SECURITY B - AGREED ACTION PLAN

Finding MI Agreed Action Priarity | Manager

4. | Management of Nalsaace Phone Calls Apreed. A poliey | protocol on the management of L
muisance phone calls o RTE will be
A Policy exists o deal with the receigt of offénsive text mesiages, developed. i consliason wath the RTE
with procedures in place 1o lizise with the Tekecom Service Solicitors” Office and the Data Protection
Provuder o block the sender of e e, §f deenwd necessary. OHficer,

Sinularly, & protocol exists for the management of offensive e
asazls, co-ordinated by the Manager. Services Facilities. with agput
from Technology.

It is timely 10 develop o Policy to address offensive phone calls,
whech by ther natere may gve rse to different data protection ad
pccess issues than e-mails or text mestapes. Wiile e-mails and rext
meessages may be easily quaranined o Blocked. respectively, phone
calls respuare a different spproach. This Policy would set-mat;

& The indivichsab{s} autleorsed o bvestigate nsatbers relating to
miisance phone calls:

o The growcds for disclosure of pleoae call data (for exaimple
mvestigating  mesance <alls or  inappropriate  belwwiour,
security threat, legal cases);
The mrdividuals to whoma data oy be disclosed,
The level of intermogateon pernatbed.. laving regard for angy
Data Protecnon concenis. sl

= The approach o addressing issues.

Managemesnt has already commenced discussions with Legal and
Technology and work m this area 1s in progress,

5| Accessing COTV Duia Apreed T be docunsented as part of the action in See Dmling # 4
finding 4 4
CCTV data is addresces as part of the broader RTE Teclmology
Usage Policy and #s use governed by the ETE Data Profection
Policy and Guedelines
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REPORT ON RTE SECURITY B —AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

A process currently exists to manage requests received by the RTE

Security department for access to CCTV data. This process

involves the input of the Data Protection Officer.

While the process is working effectively at present, it is not
formally documented. As part of the agreed action outlined in
finding # 4 above, the protocol for dealing with requests to the RTE
Security department for access to CCTV records will also be

documented.
6. Notification of Visit No major issues have been A reminder will be issued to programme L
experienced and programme personnel to contact security at least two
RTE Security provides a security service for programme teams teams are generally days in advance of the attendance of

when certain visiting dignitaries (Ambassadors, senior local or cooperative. However, it is  visiting dignitaries.
international  politicians, other  high-profile  programme timely to issue a reminder,

contributors, etc.) are on site. A security presence is maintained especially for new
(e.g. adjacent to a programme studio) during their attendance on programmes, or areas less 31 March 2015
site. familiar ~ with  receiving

dignitaries.

Security is reliant on timely advance notification from programme
teams of such events, in order to facilitate efficient planning and to
ensure that any necessary actions are taken in advance.

Having reviewed the security log, in a number of isolated occasions
we noted delays in providing security with advance notification of
visits. Given the changes in programme teams over recent years, it
is also timely to issue a reminder to relevant programme areas.
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Executive Summary: Background and Scope

Background

It is a basic principle of good internal control and public procurement policy that
competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances. RTE is obliged to comply with public
procurement guidelines. This provides for formal tendering at national and EU
level, depending on the threshold levels of spend and other circumstances.

Internal Audit carried out a scheduled audit of tendering procedures across the
organisation. The objective of the audit was to establish whether a competitive
tender was undertaken for a sample of suppliers to RTE, in circumstances as
required by Public Procurement Guidelines.

A report was issued in late 2015 outlining the audit issues identified and the
actions management agreed to undertake to address these issues. The audit
was rated “Unsatisfactory”, reflecting the potential reputation risk.

Key Issues

The three key management issues raised in the report are set-out below:

1. Tenders not Undertaken
In seven cases, a competitive tender was not carried out in circumstances
when one would be expected, given the level and the nature of the
expenditure. The issue of concern is reputation risk: RTE is not in a position
to demonstrate openness and transparency in the procurement process, in
the event of a challenge by a third party.

2. Weaknesses in Tender Process
We identified a number of cases where a direct invitation to tender process
continued to be followed when a national tender was required.

3. Training and Awareness { Process Issues

There is also scope to carry out “refresher” training focusing on the tender
procedures at National and EU level.

Various actions were agreed to address these points.

Scope of Review

The scope of this follow-up audit was limited to:

v’ Ascertaining the status of audit issues identified in our previous audit
report;

v’ Ascertaining the status of the agreed management actions; and

v Agreeing new management actions, where necessary.

The testing undertaken of the current procedures and processes was less
than a full scope audit and involved spot checks to ascertain the status of
the issues.

The status of each action has been colour coded overleaf as follows:

.. Very little progress on implementation of the agreed action.
@ Agreed action (or a similar action) partially implemented.
. Agreed action (or a similar action) fully implemented.

Note: For key issues actions one and two, the colour coding will be
broken down based on the status of each individual tender for greater
insight, rather than on an overall basis.
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Status of Issues — High Priority Actions

Issises radsed in the previous sudit report [ action

1. | Isnder NotUnderteken

the expenditure

.F|'.l1-.'.'|rlr{_' I sewen cases, a compatitive tender was not carried out im circumstanoes when one would be oapected, ﬂiu.?n thie level and the nature of

.ﬂr',[.'rm' Thi Line M.an.15|?r1 tor the seven suppleers will be asked to liase with Pure h.at.ing 5 r+=5.-\r-;:i= 1r~r||'|-:'ling options. The senvaces autlined will he
subiject o the necessary competitive tender to ensure compliance with Public Procurement Guidelines. Besults: See below

Commenti

Tendar Mot | Type of farvice Statud af tender
U rtakemn comgletion
1 el =)

Tender Completed

Tender Completed

Tender in Progress - currently heing signed off by Profect Team

Tengerin Frogress -Currestly meeting with suppiiers ard invitaticn Ta Teader |[TT) in final stapes,

Tender in Progross = Develogment of iTT is in progress. May be |ncoorporatod into the marketing framewori

Tendernot Commenced (See oction plan for comments)

O@ OO0

Tender Completed

2. | Weaknesses in Tender Processes

Finging: We identified thres caces where a direct invitation to tender process continued 1o be followed when a national tender was required.

Aerion; Purchasing Line Managers will be asked to Haise with Purchasmg as regards the tendering options. Besulis: See bealow

lincorrect

Typee of S rvice Status of temder Comments
Tender Type completion
1 O Tender in Progress - currently sdhertsised en eienders
2 i Tender not Cammented [See oction plan for comments)
3 @ Tender Completed

Poge
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Status of Issues (Cont’d)

Issues raised in the previous audit report / action Actions
Undertaken
3. Training Related Matters
Findings:

a) Use of a direct invitation to tender process is extensive across RTE divisions. The decision on the appropriateness of a direct
invitation to tender is often made locally by the Line Manager, without sufficient involvement from Central Purchasing.

b) There were weaknesses relating to insufficient documentation and filing in place to evidence the tender process.

c) There is therefore scope to carry out “refresher” training focusing on the tender procedures at National and EU level.

Actions:

a) Plans will be drawn up to carry out a number of training sessions for buyers to inform them of any changes to the Public
Procurement Guidelines and to provide a reminder of RTE policy in this area. This will also address the area of documentation and
paperwork. e

b) The relevant Line Managers will be reminded of the circumstances during which a direct invitation to tender is appropriately used " ’i
and of the associated risks. =

c) To overcome the risk of poor filing locally, a copy of the scorecards / evaluation sheets and the names of the members of the

evaluation team will be sent to Central Purchasing for filing in the central files maintained by purchasing.

Results: RTE Procurement conducted eight procurement training courses in 2016 covering the above topics. 109 RTE staff attended the
training and more courses will be scheduled for 2017. The circumstances during which a direct invitation to tender is appropriately
used was covered along with the importance of filing paperwork. Letters of acceptance are not issued by Central Purchasing until the
scoresheets and relevant paperwork are signed and scanned to them in electronic format. All signed contracts are stored on a
contracts database.

Since the last audit was completed, all POs over €10,000 in value must be accompanied by text in the “internal text” field of the
requisition in Agresso Web to aid Central Purchasing in identifying whether a tender process was carried out. All requisitions without
this text are immediately rejected by Central Purchasing. This control has also assisted in raising awareness on Procurement Guidelines
among staff.

In addition, all three RTE procurement staff attended a training course on the new public procurement EU Directives provided by the
Office of Government Procurement. The Head of Procurement also successfully completed a Advanced Diploma on Public Procurement
Law from The Honourable Society of the King's Inns in 2016.
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Conclusion

Conclusion

Progress has been made in addressing all three action items in the original internal audit report. In the seven cases where a tender was not undertaken, three have
now been fully completed and three are in progress, leaving one supplier to be addressed.

In three instances, a direct invitation to tender process continued to be followed when a national tender was required. The correct tender process has since been

completed or is in progress for two of the three suppliers. Action is still needed for the remaining supplier. New agreed actions to address the outstanding matters
are summarised in the appendix.

The final point on training related matters has been completed and plans for continuing training and awareness are ongoing for 2017. Controls have also been
implemented at various stages of the Requisition and Tender process to ensure compliance with Public Procurement Guidelines. We would expect to see the
benefits of this to continue into 2017, as training took place at various points throughout the year.

There were no new audit issues noted as part of the update review. We would like to take this opportunity to thank staff for their assistance in completing this
update review.
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REVIEW OF TENDERING PROCEDURES

A — APPENDIX: ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
Results of Audit
1. No Tender Undertaken Agreed " The relevant purchasing Line Managers for H

No tender process occurred in the two cases highlighted as an _
issue in our original audit report. See below for more details:

e  Paint Supplies: Central Purchasing were in discussions with
the Line Managers in this area to determine what type of
tender is required. This will resume again in Q1, 2017.
(Spend of €90k approximately (Ex-VAT) in the two year
period 2015-2016)

e Set Design: A Tender process was commenced after the
time of the initial audit but the project got delayed. This will
be actioned again and reviewed in Q1, 2017. (Spend of
€290k approximately (Ex-VAT) in the two year period 2015-
2016)

RTE Internal Audit

these suppliers will be asked to liaise with
Purchasing as regards the tendering
options. The services outlined will be
subject to the necessary competitive
tender to ensure compliance with Public
Procurement Guidelines.

31 March 2017

31 March 2017
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Background and Scope

Introduction
RTE Transmission Network Limited is a wholly owned subsidiary of RTE and
trades as 2rn.

The purpose of this report is to set-out the findings of an Internal Audit
review of the financial processes in 2rn and the financial control self-
assessment questionnaire. This report should be considered in conjunction
with the recently updated 2rn Risk Register.

Background

Section 2.4 of the Code of Practice for the Governance of State Bodies (“the
Code”) outlines that:

“The Board is required to confirm annually to the relevant Minister that the
State Body has a system of internal financial control in place”.

Furthermore, in line with Section 10.1 of the Code, the Board is required to
conduct an annual review of:

“The body’s system of internal controls, including financial, operational and
compliance controls and risk management”.

Each year, as part of the year-end cycle, Internal Audit carries out specific
work in this area to ensure that the Board of RTE is in a position to sign-off on
its responsibilities under the Code. In addition to updating the Risk Registers,
each IBD and shared functions complete a self-assessment questionnaire
which forms the basis of Internal Audit testing of financial controls.

In the Annual Report for the year-ended 31 December 2015, the Board of
RTE is required to confirm that, through the Audit & Risk Committee, it has
conducted a review of the effectiveness of the system of Internal Control.
This report forms part of the Audit & Risk Committee’s consideration.

Objective and Scope

The scope of this review were the financial controls in place in 2rn at 31
December 2015. This review was undertaken in line with an Internal Audit
work-programme and covered the verification and testing of the financial
processes and control activities set-out in Appendix A.

The scope of the review included the following:

V" Verifying the existence and operation of the key controls in place in
respect of the following financial processes in 2rn:
*  Purchasing and Accounts Payable
* Sales and Accounts Receivable
*  Cash and Treasury
*  Fixed Assets
* Inventory
*  People Payments
* Management Accounts
* Taxation

v Reviewing the reasonableness of the ratings assigned to the financial
control questions, based on the documented controls in place; and

v Testing the operation of a sample of controls which management has
taken into account in arriving at the effectiveness rating.

The scope did not include:
X IT audit of the financial systems.
This review was focused on verification and testing of the operation of

controls — via inspection, review of process flows and substantive testing —
and did not represent a full financial audit of each process.
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Risk and Summary Findings

The key RTE corporate risks addressed by the report ane as follows:

= Risk # 3 - Management and pricsitisation of inancial resources
= Risk #4 - Commercial Revenus

Other specific RTE corporate risks relevant to this report are as follows:

®  Frawd
= Proger booksof acoaint not belng maintained

The audit has aleo taken into sccownt the Xen Risk Regiter, edpacinlly the varous risks underplnning the shjective of "effectively managing 2in"s finances into the
future through optimising funding sources and controlling cos1s”,

We verified the existence and operation of the 2 financial controbs within the scope of this review,

The ratings assigned 1o the financial controd questions in each of the process areas highlights that a strong control environment exists, with the average control
effectiveness rating in the rapge 81% - 100% across the financial processes, In general, the ratings are broadly consistent with those reported last year and are
consistent with thosa reported by other RTE 1BDs,

The effectiveness ratings assigned to the financial controds in the Internal Financial Control Ouestionnaire are reasonable and, for the sample tested, consistent with
the underlying controls in place. Mo exceptions were identified during the course of testing, Mo issues were identified in this audit which merit classification as “key

management issues”,

Please refer to Appendis A overleaf for details of the specific controls tested and the audit activities undertaken by Internal Audit

pogez  RTE




Conclusion and Rating

Owerall Conclusion

Each year, as part of a broades review of compliance with the Code of Pagetice for the Govermance of Stare Bodies, Internal Audit carrbes out specific work i the
area of Internal financlal control sn each RTE diviskon.

Specific audit work has been undertaken In relation 1o financlal contral in 2rn for the year ended 31 December 2005, focusing on reviewing the key financsal
controks. In the context of the repositioning of 2rn in 2013, responsibility for certain financial processes resides with local Finance in 2en as opposed 1o Central

Shared Services in ATE Group Finance.

Intesnal Awdit has verified and tested the operation of a sample of financial controls i 2en, Based on the samplés tested as part of this revew, as summaried
i Appendix &, we conclude that the controls are inexistence and operating effectbesly.

We would like to thank staff in 2rn for their assistance during the cowrse of this assignment,

(S R R
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REPORT ON 2RN FINANCIAL CONTROL

A1
1)

A2
2)

3)

4)
A3
5)
6)

A4
7)

B.1
8)

9)

Key Control Activity

Purchasing and Accounts Payable

Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.

Purchasing and Tendering
Competitive tendering procedures
Purchasing Procedures and Guidelines
Payment Procedures

Segregation of Duties: the staff members responsible for ordering/ e
receipting goods are not also responsible for processing payment

of invoices

All invoice payments and payment runs are authorised by e
appropriate personnel

exist, underpinned by e

Invoices are paid by their due date and in accordance with Late e
Payment Regulations

Creditor Reconciliations

Creditor reconciliations of key supplier statements are performed e
on a monthly basis and reconciling items are properly followed up
and cleared

The creditors’ listing in the creditor’s ledger is reconciled to the e
creditor’s balance per the GL control account on a monthly basis
Purchase Card

RTE Purchasing Card Guidelines 2015 .

Sales and Accounts Receivable

A —TESTING OF CONTROLS

Summary of Test of Control

Examine one 2rn tender in 2015 and examine documentation,
evaluation sheet, award letter, etenders notification, etc.

Assess the design of Segregation of Duties procedures.

Test a 2rn EFT payment run (for both Domestic and non-domestic)
and review for authorisation. Trace the payment through to the bank
statement and General Ledger.

Review a sample of invoices from the payment run for proof of prior
approval before payment.

Check a sample of the invoices on - to verify that they were
paid by due date.

Examine a sample of creditor reconciliations in different months and
check all reconciling items have been followed up and cleared the
following month.

Audit a reconciliation of the creditors’ listing in the Creditor’s ledger
to the creditors’ control account in the GL for one month.

Select a 2rn Purchase Card envelope for one month and confirm that
supporting documentation is in place with appropriate approval.
Inspect files generally for existence, approval and retention.

Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.

Customer Sales

Credit control procedures are carried out prior to granting credit e
status to new customers

Procedures are in place for processing customer orders and formal e

RTE Internal Financial Control Self-Assessment Questionnaire

Review set-up procedures and checks undertaken for one new
customer (credit checks, credit limits, payment in advance etc).
Inspect contract / Accommodation Request Form (ARF) with

Testing Approach

Observation and inspection

Walkthrough Testing

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Walkthrough Testing

Observation and inspection
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REPORT ON 2RN FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

contracts or supporting documentation are filed

supporting documentation for one order.

10) | All discounts from rate card are approved by an appropriate | ¢ Verify sign-off and prior approval in one instance where there was a | Observation and inspection
official in advance deviation from the rate card

B.2 | Debtor Reconciliations

11) | Reconciliations of the debtors listing to the Debtor’s control | ¢ Examine a reconciliation of the debtors’ listing / ledger to the | Substantive testing
account in the GL are performed and reconciling items are debtors’ control account in the GL for one month and review
properly investigated. reconciling items

12) | Areview of the aged debtors report is performed each month with | ¢  Analyse aged debtor listing for one month Substantive testing
particular emphasis on overdue balances

B.3 | Credit Notes

13) | Credit notes are approved by a senior official after considering the | e  Verify approval of, and reason for, a sample of credit notes selected | Observation and inspection
reasons for the credit note from- Consider the appropriateness of the Approver.

C Cash and Treasury
Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.

C.1 | Banking of Lodgements

14) | There are appropriate segregation of duties between receipts of | ¢  Assess the design of Segregation of Duties procedures — post opening | Walkthrough Testing
orders, invoicing, receipts of cash and follow-up of overdue procedures, banking lodgements, posting to the debtors account, etc.
accounts

15) | There are financial procedures in place for handling and recording | ¢  Obtain backup for a sample of lodgements through the 2rn bank | Substantive testing
of receipts in a timely manner account and check timeliness of recording in books

16) | Cheque receipts are banked on the date of receipt, logged and | e Verify, through observation, that cheque receipts are logged, | Observation and inspection
reconciled. All cheques are pre-numbered and sequentially reconciled and sequentially controlled upon opening post.
controlled

C.2 | Bank Reconciliations

17) | Monthly reconciliations are prepared for each bank account and | ¢  Audit the bank reconciliation for each bank account for one month | Substantive testing
all reconciliations are reviewed and initialled by a senior official and check for review by a senior person.

18) | All reconciling items are investigated and cleared before the | e Verify that reconciling items were cleared by the next month end. Substantive testing
following month end

C.3 | Payments to Suppliers

19) | There are formal cheque signing procedures, including dual | ¢ Confirm that formal procedures are in place for cheque signing and | Observation and inspection

signatories and authority limits. There is also formal procedures

for non-cheque payments (EFT etc) and verify dual signatories based

RTE Internal Financial Control Self-Assessment Questionnaire
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REPORT ON 2RN FINANCIAL CONTROL

C4
20)

21)

22)

23)

24)

25)

26)

27)

Key Control Activity

and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc)

Loan Covenants

Procedures for the recording of borrowings, interest and loan
repayments exist.

Fixed Assets

A —TESTING OF CONTROLS

Summary of Test of Control

on authority limits

Review one quarterly compliance certificate to Barclays outlining
compliance with covenants. Review the calculation of the formulae /
financial data.

Risk Summary: Misappropriation or incorrect recording accounting treatment of assets.

Fixed Asset additions are approved in accordance with group
procedures and authorisation limits

There are procedures in place for the recording and valuation of
fixed assets (Fixed Asset Register) and the Fixed Asset Register is
reconciled to the General Ledger on a monthly basis

Additions and disposals are approved in accordance with group
procedures and authorisation limits

Inventory

Risk Summary: Inventory listings are misstated.

There are accurate and complete stock listings, recording volumes
and values of stock by individual stock item

There are effective procedures to identify obsolete stock items
and all stock right-offs are approved by appropriate officials
People Payments

Request the signed A196 form for one recent 2rn capital expenditure
project and check that the A196 was completed properly and signed
off in advance of the project.

Request a copy of the Fixed Asset Register and review reconciliation
to the GL for one month.

Select a sample of additions / disposals and verify they are
appropriately authorised in writing by a senior person

Request the most recent inventory listing and review the
reconciliation between the stock listing and general ledger.

Verify that any stock right-off has been approved by an appropriate
person.

Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

There is effective segregation between payroll preparation,
verification of payroll data processed, authorisation of
amendments, authorisation of payroll payments and posting to
the books of account.

Personal expenses are approved in line with group procedures and
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of the Segregation of Duties procedures

Select a sample of T&S claims and check to see if they are supported
by receipts and filed as appropriate

Testing Approach

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Observation and inspection

Observation and inspection
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28)

29)

30)

31)

32)

33)

34)

35)

36)

Key Control Activity

Payroll data on [} is reconciled to | ravro!

records

The PAYE/PRSI return to the Revenue is reconciled to- and
B - !l records on a monthly basis.

Management Accounts

Risk Summary: Proper books of account not being maintained.
There are formal month end close procedures and monthly
management accounts are prepared and submitted to Central
Finance in the standard monthly group reporting format by the
reporting deadline.

All account balances are reconciled monthly prior to closing the
books. Reconciling items are investigated, as necessary

All intercompany balances (inter IBD and inter legal entity, both for
Income Statement and Balance Sheet) are reconciled prior to
closing the books, including confirming that the balances agree
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

Manual journal entries have adequate supporting documentation
and are approved by a senior member of the finance team

A procedure detailing the calculation of specific accruals exists and
is consistently applied

Taxation

Risk Summary: Non compliance with tax regulations

There are procedures in place to ensure compliance with VAT
regulations and the VAT return is reconciled to the balance on the
VAT general ledger account

There are procedures in place to ensure compliance with
PAYE/PRSI Regulations (filing of P30, P35, P60)

RTE Internal Financial Control Self-Assessment Questionnaire

A —TESTING OF CONTROLS

Summary of Test of Control

Audit the reconciliation between - and_ payroll

records for one month.

Review the reconciliation between PAYE/PRSI return to the revenue

to- and _records for one month

View the management accounts for one month

Examine that reconciling items have been closed off

Request evidence that intercompany balances have been reconciled
for one month and confirmation of agreement from the relevant
parties.

Verify that supporting documentation is on file for a manual journal
entry and was approved by a senior member.

Assess and review the monthly accruals process

Request the back-up of a VAT return for one month and verify that it
has been reconciled to the VAT balance on the GL.

Verify that the VAT returned has been filed by the due date

Check that the PAYE/PRSI return has been filed on time for one
month.

Testing Approach

Substantive testing

Substantive testing

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing
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REPORT ON 2RN FINANCIAL CONTROL B — CONTROLS RATINGS

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE - YEAR-ENDED 31 DECEMBER 2015
SUMMARY OF SCORES

Section | Process Area Score = Maximum Percentage Please list any questions to
Score be completed by RTE
Shared Service functions.

A Purchasing and Accounts Payable 34 40 85%

B Sales and Accounts Receivable 32.5 36 90%

C Inventory 13 16 81%

D Cash and Treasury 225 24 94% Q27

E Fixed Assets 15.5 16 97%

F People Payments 14.5 16 91% Q35 not applicable

G Management Accounts / Financial Close 19.25 20 96%

H Tax Compliance 8 8 100%

RTE Internal Financial Control Self-Assessment Questionnaire Page 8
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Background and Scope

Background

Introduction
RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

The purpose of this report is to set-out the findings of Internal Audit’s review
of the financial processes in 2rn and the financial control self-assessment
questionnaire. This report should be considered in conjunction with the 2rn
Risk Register.

Regulatory / Legislative Background

a) Code of Practice for the Governance of State Bodies
Section 2.4 of the 2009 Code of Practice for the Governance of State Bodies
(“the Code”) outlines that:

“The Board is required to confirm annually to the relevant Minister that the
State Body has a system of internal financial control in place”.

Furthermore, in line with Section 10.1 of the Code, the Board is required to
conduct an annual review of:

“The body’s system of internal controls, including financial, operational and
compliance controls and risk management”.

Each year, as part of the year-end cycle, Internal Audit carries out specific
work in this area to ensure that the Board of RTE is in a position to sign-off on
its responsibilities under the Code. In addition to updating the Risk Registers,
each IBD and corporate functions complete a self-assessment questionnaire
which forms the basis of Internal Audit testing of financial controls.

In the Annual Report for the year-ended 31 December 2016, the Board of
RTE is required to confirm that, through the Audit & Risk Committee, it has
conducted a review of the effectiveness of the system of Internal Control in
the Group. This report forms part of the Committee’s consideration.

b) Directors' Compliance Statement

The Companies Act 2014 imposes a new requirement on directors to include a
Directors' Compliance Statement in the annual directors' report. The directors
are required to confirm their responsibility for securing the company's
compliance with certain relevant obligations and to confirm that assurance
measures (actions) have been carried out or if they have not, to explain why.

The requirement is applicable to 2n for the first time for the financial year-
ended 31 December 2016. This audit is an important input to Internal Audit's
programme of work to provide assurance to the directors in this area.

Objective and Scope

The scope of this review were the financial controls in place in 2rn at 31
December 2016. This review was undertaken in line with an Internal Audit
work-programme and covered the verification and testing of the financial
processes and control activities set-out in Appendix A.

The scope of the review included the following:

v Verifying the existence and operation of the key controls in place in
respect of the financial processes in 2rn (set-out in more detail in the
table overleaf);

v Reviewing the reasonableness of the ratings assigned to the financial
control questions, based on the documented controls in place; and

v" Testing the operation of a sample of controls which management has
taken into account in arriving at the effectiveness rating.

The scope did not include:
X IT audit of the financial systems.
This review was focused on verification and testing of the operation of

controls — via inspection, review of process flows and substantive testing —
and did not represent a full financial audit of each process.

Page 1
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Objectives and Scope

Objective and Scope [Cont'd)

The key contrals in place in respect of the Ananclal processes in 2in are set-out in the tablbe belovsw

A Purchasing and sccounts paysble Ralsing and procesdng of Purchase Orders [POs): receipting: processing of supplber Invoboes
complance with Purchasing Procedures and Guidelines; amendments 1o masterfiles

B Sales snd sccounts recelvable Reviewing eredit status, imvoicing customers; cash collection procedines.and account
management; credit notes; cegragation of duties; reconciliation

C Cath and tressury Maintenance of bank accownts; recarding of cash transaction: payments to suppliers and
othes parthes; reconcliathons

] Inwentory Recording of inventories, stock movement; provisions-against camying value

E Fixed assets Recording assets; valuation; additions and disposals; capital expenditure projects

F Feople payments Payroll and Fee payments; personal expenses; recording of annual leave; reconciliation to
Gencral Ledger

G Managemant accounts [ financial close Proparation; review and dearance; financial close; intercormnpany accounts; journals and
SARSFENE FCCCANTS

H Tax compliance — VAT f Employment Taxes VAT; PAYE [ PRSI, Professional Services Withholding Tax — covered as part of work on the

Directors’ Compliance Statement




Risk and Summary Findings

The key RTE corporate risks addressed by the report ane as follows:

= Risk #3 - Management and pricsditisation of financal resousces
= Risk #4 - Commercial Revenos

Orther specific RTE risks relevant to this repert ane a3 folloss:

= Proger books of acooant not being mabntabmsed
= Frawd

The audit has aleo taken into accouwnt the 2o Risk Regiter, edpacinlly the varous risks underplnning the shjective of "effectively managing 2in"s finances into the
future through optinasing funding sources and controlling costs”,

We verified the existence and operation of the 2m financial controks within the scope of this review,

The ratings assigned to the financial controd questions in each of the process areas highlights that a strong control emdronment exists, with the average control
eflectiveness rating in the range 38% - 96% across the finandial processes, In general, the ratings are broadly consistent with those reported last year and are
consistent with thosa reported by other RTE 180s,

The effectiveness ratings assigned to the financial controds in the Internal Financial Control Questionnaire are reasonable and, for the sample tested, consistent with
the underlying controds in place, Noissues were identified in this audit which merit classification as "key management isspes”

We noted one minor issue with regard to the maintenance of receipts for expense claims {Section F; People Payments).

Please refer 1o Appendix A for details of the specific contrals tested and the audit activities vndertaken by Internal Audit,

poges  RTE




Conclusion and Rating

Owverall Conclusion

Each year, as part of a broader review of comphiance with the Code of Proctive for the Governance of Stote Bodies and, for the first time in 2rn, the Director’s
Compliance Statement, Internal Audit carres out specific work in the area of internal financial control in each RTE division,

Specific audit work has been undertaken In relation 1o fnancial contral in 2rn for the year ended 31 December 2016, focusing an reviewing the key financsal
controks. In the context of the repositioning of 2rn m 2013, responsibiliny for certaln financiad processes resides with local Finance i 2vn as opposed o Central
Shared Services in ATE Group Finance.

Intes nal Awdit has verfied and tested the operation of a sample of financial controls i 2en. Based on the samples tested as pare of this review, as summarized
i Appendix &, we conclude that the controls are inexistence and pperating effectively.

We would like to thank staff in 2rn for thelr assistance during the cowrse of this assignment,

N

Poged



REPORT ON 2RN FINANCIAL CONTROL

A1
1)

A2
2)

3)

4)
A3
5)
6)

A4
7)

B.1
8)

9)

Key Control Activity

Purchasing and Accounts Payable

Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.

Purchasing and Tendering
Competitive tendering procedures
Purchasing Procedures and Guidelines
Payment Procedures

Segregation of Duties: the staff members responsible for ordering/ e
receipting goods are not also responsible for processing payment

of invoices

All invoice payments and payment runs are authorised by e
appropriate personnel

exist, underpinned by e

Invoices are paid by their due date and in accordance with Late e
Payment Regulations

Creditor Reconciliations

Creditor reconciliations of key supplier statements are performed e
on a monthly basis and reconciling items are properly followed up
and cleared

The creditors’ listing in the creditor’s ledger is reconciled to the e
creditor’s balance per the GL control account on a monthly basis
Purchase Card

RTE Purchasing Card Guidelines 2015 .

Sales and Accounts Receivable

A —TESTING OF CONTROLS

Summary of Test of Control

Examine one 2rn tender in 2016 and examine documentation,
evaluation sheet, award letter, etenders notification, etc.

Assess the design of Segregation of Duties procedures.

Test a 2rn EFT payment run (for both Domestic and non-domestic)
and review for authorisation. Trace the payment through to the bank
statement and General Ledger.

Review a sample of invoices from the payment run for proof of prior
approval before payment.

Check a sample of the invoices on - to verify that they were
paid by due date.

Examine a sample of creditor reconciliations in different months and
check all reconciling items have been followed up and cleared the
following month.

Audit a reconciliation of the creditors’ listing in the Creditor’s ledger
to the creditors’ control account in the GL for one month.

Select a 2rn Purchase Card envelope for one month and confirm that
supporting documentation is in place with appropriate approval.
Inspect files generally for existence, approval and retention.

Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.

Customer Sales

Credit control procedures are carried out prior to granting credit e
status to new customers

Procedures are in place for processing customer orders and formal e

RTE Internal Financial Control Self-Assessment Questionnaire

Review set-up procedures and checks undertaken for one new
customer (credit checks, credit limits, payment in advance etc).
Inspect contract / Accommodation Request Form (ARF) with

Testing Approach

Observation and inspection

Walkthrough Testing

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Walkthrough Testing

Observation and inspection

Page 5



REPORT ON 2RN FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

contracts or supporting documentation are filed

supporting documentation for one order.

10) | All discounts from rate card are approved by an appropriate | ¢ Verify sign-off and prior approval in one instance where there was a | Observation and inspection
official in advance deviation from the rate card

B.2 | Debtor Reconciliations

11) | Reconciliations of the debtors listing to the Debtor’s control | ¢ Examine a reconciliation of the debtors’ listing / ledger to the | Substantive testing
account in the GL are performed and reconciling items are debtors’ control account in the GL for one month and review
properly investigated. reconciling items

12) | Areview of the aged debtors report is performed each month with | ¢  Analyse aged debtor listing for one month Substantive testing
particular emphasis on overdue balances

B.3 | Credit Notes

13) | Credit notes are approved by a senior official after considering the | e  Verify approval of, and reason for, a sample of credit notes selected | Observation and inspection
reasons for the credit note from- Consider the appropriateness of the Approver.

C Cash and Treasury
Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.

C.1 | Banking of Lodgements

14) | There are appropriate segregation of duties between receipts of | ¢  Assess the design of segregation of duties procedures — post opening | Walkthrough Testing
orders, invoicing, receipts of cash and follow-up of overdue procedures, banking lodgements, posting to the debtors account, etc.
accounts

15) | There are financial procedures in place for handling and recording | ¢  Obtain backup for a sample of lodgements through the 2rn bank | Substantive testing
of receipts in a timely manner account and check timeliness of recording in books

16) | Cheque receipts are banked on the date of receipt, logged and | e Verify, through observation, that cheque receipts are logged, | Observation and inspection
reconciled. All cheques are pre-numbered and sequentially reconciled and sequentially controlled upon opening post.
controlled

C.2 | Bank Reconciliations

17) | Monthly reconciliations are prepared for each bank account and | ¢  Audit the bank reconciliation for each bank account for one month | Substantive testing
all reconciliations are reviewed and initialled by a senior official and check for review by a senior person.

18) | All reconciling items are investigated and cleared before the | e Verify that reconciling items were cleared by the next month end. Substantive testing
following month end

C.3 | Payments to Suppliers

19) | There are formal cheque signing procedures, including dual | ¢ Confirm that formal procedures are in place for cheque signing and | Observation and inspection

signatories and authority limits. There is also formal procedures

for non-cheque payments (EFT etc) and verify dual signatories based

RTE Internal Financial Control Self-Assessment Questionnaire
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REPORT ON 2RN FINANCIAL CONTROL

C4
20)

21)

22)

23)

24)

25)

26)

27)

Key Control Activity

and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc)

Loan Covenants

Procedures for the recording of borrowings, interest and loan
repayments exist.

Fixed Assets

A —TESTING OF CONTROLS

Summary of Test of Control

on authority limits

Review one quarterly compliance certificate to Barclays outlining
compliance with covenants. Review the calculation of the formulae /
financial data.

Risk Summary: Misappropriation or incorrect recording accounting treatment of assets.

Fixed Asset additions are approved in accordance with group
procedures and authorisation limits

There are procedures in place for the recording and valuation of
fixed assets (Fixed Asset Register) and the Fixed Asset Register is
reconciled to the General Ledger on a monthly basis

Additions and disposals are approved in accordance with group
procedures and authorisation limits

Inventory

Risk Summary: Inventory listings are misstated.

There are accurate and complete stock listings, recording volumes
and values of stock by individual stock item

There are effective procedures to identify obsolete stock items
and all stock right-offs are approved by appropriate officials
People Payments

Request the signed A196 form for one recent 2rn capital expenditure
project and check that the A196 was completed properly and signed
off in advance of the project.

Request a copy of the Fixed Asset Register and review reconciliation
to the GL for one month.

Select a sample of additions / disposals and verify they are
appropriately authorised in writing by a senior person

Request the most recent inventory listing and review the
reconciliation between the stock listing and general ledger.

Verify that any stock right-off has been approved by an appropriate
person.

Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

There is effective segregation between payroll preparation,
verification of payroll data processed, authorisation of
amendments, authorisation of payroll payments and posting to
the books of account.

Personal expenses are approved in line with group procedures and
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of the Segregation of Duties procedures

Select a sample of Travel & Subsistence claims and check to see if
they are supported by receipts and filed as appropriate

Testing Approach

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Observation and inspection

Observation and inspection
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REPORT ON 2RN FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

28) | Payroll data on i is reconciled to _payroll Audit the reconciliation between- and_ payroll | Substantive testing
records records for one month.

29) | The PAYE/PRSI return to the Revenue is reconciled to- and Review the reconciliation between PAYE/PRSI return to the revenue | Substantive testing
_payroll records on a monthly basis. to-_ records for one month

G Management Accounts
Risk Summary: Proper books of account not being maintained.

30) | There are formal month end close procedures and monthly View the management accounts for one month Observation and inspection
management accounts are prepared and submitted to Central
Finance in the standard monthly group reporting format by the
reporting deadline.

31) | All account balances are reconciled monthly prior to closing the Examine that reconciling items have been closed off Substantive testing
books. Reconciling items are investigated, as necessary

32) | Allintercompany balances (inter IBD and inter legal entity, both for Request evidence that intercompany balances have been reconciled | Substantive testing
Income Statement and Balance Sheet) are reconciled prior to for one month and confirmation of agreement from the relevant
closing the books, including confirming that the balances agree parties.
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

33) | Manual journal entries have adequate supporting documentation Verify that supporting documentation is on file for a manual journal | Observation and inspection
and are approved by a senior member of the finance team entry and was approved by a senior member.

34) | A procedure detailing the calculation of specific accruals exists and Assess and review the monthly accruals process Observation and inspection
is consistently applied

H Taxation
Risk Summary: Non compliance with tax regulations

35) | There are procedures in place to ensure compliance with VAT Request the back-up of a VAT return for one month and verify that it | Substantive testing
regulations and the VAT return is reconciled to the balance on the has been reconciled to the VAT balance on the GL.
VAT general ledger account Verify that the VAT returned has been filed by the due date

36) | There are procedures in place to ensure compliance with Check a PAYE/PRSI return has been correctly filed on time for one | Substantive testing
PAYE/PRSI Regulations (filing of P30, P35, P60) month.

37) | There are procedures in place for timely and correct submission of Obtain listing of all other taxation returns / payments submitted by | Substantive testing

any other relevant taxation returns by 2rn

2rn during 2016 (Professional Services Withholding Tax)
Check that the return has been filed on time and correctly for one
month.

RTE Internal Financial Control Self-Assessment Questionnaire
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REPORT ON 2RN FINANCIAL CONTROL

B — CONTROLS RATINGS

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE - YEAR-ENDED 31 DECEMBER 2016

SUMMARY OF SCORES

Section | Process Area

A Purchasing and Accounts Payable
B Sales and Accounts Receivable
C Inventory

D Cash and Treasury

E Fixed Assets
F People Payments
G Management Accounts / Financial Close

Score

Maximum
Score

Percentage
(See Notes)

| Please list any questions to

be completed by RTE
Shared Service functions.

35

32.5

14

18

15.5

14.5

19.25

40

36

16

20

16

16

20

88%

90%

88%

90%

97%

91%

96%

Q27 n/a

Q35 nl/a

Note: Taxation covered separately as part of audit work on Director's Compliance Statement

RTE Internal Financial Control Self-Assessment Questionnaire
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Background and Scope

Background

Introduction
RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes in 2rn and the financial control self-assessment questionnaire. This
report should be considered in conjunction with the 2rn Risk Register.

Regulatory / Legislative Background

a) Code of Practice for the Governance of State Bodies
Section 7.5 of the 2016 Code of Practice for the Governance of State Bodies
(“the Code”) outlines that:

“The Board should undertake an annual review of the effectiveness of
internal control systems to ensure that it has considered all aspects of risk
management and internal control”

Furthermore, the Code’s ‘Business and Financial Reporting Requirements’, a
supporting document to the main Code, outlines that:

“The Chairperson’s report to the relevant Minister regarding the system of
internal control should be included in the annual report of the State body.”

Each year, as part of the year-end cycle, Internal Audit carries out specific
work in this area to ensure that the Board of RTE is in a position to sign-off on
its responsibilities under the Code. In addition to updating the Risk Registers,
each IBD and corporate functions complete a self-assessment questionnaire
which forms the basis of Internal Audit testing of financial controls.

In the Annual Report for the year-ended 31 December 2017, the Board of
RTE is required to confirm that, through the Audit & Risk Committee, it has
conducted a review of the effectiveness of the system of Internal Control in
the Group. This report forms part of the Committee’s consideration.

b) Directors' Compliance Statement

The Companies Act 2014 imposes a new requirement on directors to include a
Directors' Compliance Statement in the annual directors' report. The directors
are required to confirm their responsibility for securing the company's
compliance with certain relevant obligations and to confirm that assurance
measures (actions) have been carried out or if they have not, to explain why.

The requirement was applicable to 2n for the first time for the financial year-
ended 31 December 2016. This audit is an important input to Internal Audit's
programme of work to provide assurance to the directors in this area.

Objective and Scope

The scope of this review were the financial controls in place in 2rn at 31
December 2017. This review was undertaken in line with an Internal Audit
work-programme and covered the verification and testing of the financial
processes and control activities set-out in Appendix A.

The scope of the review included the following:

v Verifying the existence and operation of the key controls in place in
respect of the financial processes in 2rn (set-out in more detail in the
table overleaf);

v" Reviewing the reasonableness of the ratings assigned to the financial
control questions, based on the documented controls in place; and

v Testing the operation of a sample of controls which management has
taken into account in arriving at the effectiveness rating.

The scope did not include:

X IT audit of the financial systems;
X Afull regulatory audit of the Tariff Pricing Models.

This review was focused on verification and testing of the operation of
controls — via inspection, review of process flows and substantive testing —
and did not represent a full financial audit of each process.
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Objectives and Scope

Obijective and Scope [Cant'dl)

The key controls in place in respect of the financial processes in 2in are set-out in the table below:

A Purchasing and sccounts paysble Raising and processing of Purchaze Orders [POs): receipting: processing of supplied nvoboes)
complance with Purchasing Procedures and Guidelines including tendering and the use of
purchase cards) amendments 1o masterfiles; payment procedunes

8 Sales and accounts receivable Rewvewing procedures for set-up of new customers and credit status; naoicing Customerns,
cash collection procedures and account management; credit notes; segregation of duties;
reconcikRations

C Cath and wrassury Maintenance of bank accownts), recarding of cash wansactions, payments to suppliers and
other parties; reconcliations; segregation of duties and authorization f sign-off

1] Inwentory Recording of inventories, stock movement; provisions against carrying value; authogisation
of raght-offs

E Fined assety Recording assers; valuation; additions and disposals) capital expenditure projects; sign-off
and approval

F Praple payments Payroll paymients; personal expenses; recording of annual leave; reconcillation 1o General
Ledges: segregation of duties; filing of refunns

G Managerment accounts [ financial close Praparation; review and degrance; financial elose; intercompany accounts; manual journals
and suspense Jc0ounts

H Tax compliance = VAT [ Employment Taxes VAT, PAYE f PRSI, Professional Serdees Withholding Tax — covered a4 part of work on the

Directors” Compliance Statemeant




Risk and Summary Findings

The key RTE corporate risks addressed by the report ane as follows:

= Risk # 6 - Managemsent of Finances and Busingss Mannbng
=  Risk A5 - Fallure togrow Comrmercial Rovenis

Orther specific RTE risks relevant to this repert ane a3 follows:

= Proger books of acooant not being mabntabned
®  Frawd

The audi has aleo taken into accouwnt the Xon Risk Regiter, edpacially the varous risks underplnning the ebjective of "effectively managing 2in"s finances mto the
future through optinasing funding sources and controlling costs”,

We verified the existence and operation of the 2m financial controls within the scope of this review,

The ratings assigned to the financial controd questions in each of the process areas highlights that a strong control environment exists, with the average control
eflectiveness rating B3%+ across the financial processes, In general, the ratings are broadhly consistent with those reported kast year and are consistent with those
reported by other RTE Divisions.

The effectiveness ratings assigned to the financial controds in the Internal Financial Control 5eif Assessment Questignnaire are reasonable and, for the sample tested,
consistent with the underlving controds in place, Mo issues were identified in this audit which merit classification as "key management issues”,

Please reter 1o Appendix A for details of the specific contrals tested and the audit activities undertaken by Internal Aadin,

poges  RTE




Conclusion and Rating

Owerall Conclusion

Each year, as part of a broader review of compliance with the Code of Practice for the Governonce of State Bodies and the Birecror’s Complionce Stotement,
Internal Audit carries out specific work in the area of internal financial control in each HTE division.

Specific sudit work has been undertaken in relation 1o financlal control e 2 for the year ended 31 December 20017, focusing an reviewing the key financeal
contrals. In the contest of the repesitioning of 2rn in 2003, respoasibilivy for cenain financiad processes resides with local Finance in 2en as opposed 1o Central
Shared Services in RTE Group Finance.

Intesnal Auwdit has verified and tested the operation of & sample of financial controls in 2on, Based on the samples tested as pars of this review, as sumimarnized
i Appendix &, we conchude that the controls are in exisience and operating effectiveby.

We would like to thank staff in 2rn fos thedr assistance during the course of this assignment.

I
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REPORT ON 2RN FINANCIAL CONTROL

A1
1)

A2
2)

3)

4)
A3
5)
6)

A4
7)

B.1
8)

Key Control Activity

Purchasing and Accounts Payable

Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.

Purchasing and Tendering
Competitive tendering procedures
Purchasing Procedures and Guidelines
Payment Procedures

Segregation of Duties: the staff members responsible for ordering/ e
receipting goods are not also responsible for processing payment

of invoices

All invoice payments and payment runs are authorised by e
appropriate personnel

exist, underpinned by e

Invoices are paid by their due date and in accordance with Late e
Payment Regulations

Creditor Reconciliations

Creditor reconciliations of key supplier statements are performed e
on a monthly basis and reconciling items are properly followed up
and cleared

The creditors’ listing in the creditor’s ledger is reconciled to the e
creditor’s balance per the GL control account on a monthly basis
Purchase Card

RTE Purchasing Card Guidelines 2015 .

Sales and Accounts Receivable

A —TESTING OF CONTROLS

Summary of Test of Control

Examine one 2rn tender in 2017 and examine documentation,
evaluation sheet, award letter, etenders notification, etc.

Assess the design of Segregation of Duties procedures.

Test a 2rn EFT payment run (for both Domestic and non-domestic)
and review for authorisation. Trace the payment through to the bank
statement and General Ledger.

Review a sample of invoices from the payment run for proof of prior
approval before payment.

Check a sample of the invoices on - to verify that they were
paid by due date.

Examine a sample of creditor reconciliations in different months and
check all reconciling items have been followed up and cleared the
following month.

Audit a reconciliation of the creditors’ listing in the Creditor’s ledger
to the creditors’ control account in the GL for one month.

Select a 2rn Purchase Card envelope for one month in 2017 and
confirm that supporting documentation is in place with appropriate
approval.

Inspect files generally for existence, approval and retention.

Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.

Customer Sales
Credit control procedures are carried out prior to granting credit e
status to new customers

RTE Internal Financial Control Self-Assessment Questionnaire

Review set-up procedures and checks undertaken for one new
customer (credit checks, credit limits, payment in advance etc).

Testing Approach

Observation and inspection
Walkthrough Testing and
Approval

Substantive testing

Observation and inspection

Observation and inspection

Substantive testing

Substantive testing

Observation and inspection

Observation and inspection

Walkthrough Testing

Page 5



REPORT ON 2RN FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

9) Procedures are in place for processing customer orders and formal Inspect contract / Accommodation Request Form (ARF) with | Observation and inspection
contracts or supporting documentation are filed supporting documentation for one order.

10) | All discounts from rate card are approved by an appropriate Verify sign-off and prior approval in one instance where there was a | Observation and inspection
official in advance deviation from the rate card

B.2 | Debtor Reconciliations

11) | Reconciliations of the debtors listing to the Debtor’s control Examine a reconciliation of the debtors’ listing / ledger to the | Substantive testing
account in the GL are performed and reconciling items are debtors’ control account in the GL for one month and review
properly investigated. reconciling items

12) | Areview of the aged debtors report is performed each month with Analyse aged debtor listing for one month Substantive testing
particular emphasis on overdue balances

B.3 | Credit Notes

13) | Credit notes are approved by a senior official after considering the Verify approval of, and reason for, a sample of credit notes selected | Observation and inspection
reasons for the credit note from- Consider the appropriateness of the Approver.

C Cash and Treasury
Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.

C.1 Banking of Lodgements

14) | There are appropriate segregation of duties between receipts of Assess the design of segregation of duties procedures — post opening | Walkthrough Testing
orders, invoicing, receipts of cash and follow-up of overdue procedures, banking lodgements, posting to the debtors account, etc.
accounts

15) | There are financial procedures in place for handling and recording Obtain backup for a sample of lodgements through the 2rn bank | Substantive testing
of receipts in a timely manner account and check timeliness of recording in books

16) | Cheque receipts are banked on the date of receipt, logged and Verify, through observation, that cheque receipts are logged, | Observation and inspection
reconciled. All cheques are pre-numbered and sequentially reconciled and sequentially controlled upon opening post.
controlled

C.2 | Bank Reconciliations

17) | Monthly reconciliations are prepared for each bank account and Audit the bank reconciliation for each bank account for one month | Substantive testing
all reconciliations are reviewed and initialled by a senior official and check for review by a senior person.

18) | All reconciling items are investigated and cleared before the Verify that reconciling items were cleared by the next month end. Substantive testing
following month end

C.3 | Payments to Suppliers

19) | There are formal cheque signing procedures, including dual Confirm that formal procedures are in place for cheque signing and | Observation and inspection

RTE Internal Financial Control Self-Assessment Questionnaire
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REPORT ON 2RN FINANCIAL CONTROL

C4
20)

21)

22)

23)

24)

25)

26)

27)

Key Control Activity

signatories and authority limits. There is also formal procedures
and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc)

Loan Covenants

Procedures for the recording of borrowings, interest and loan
repayments exist.

Fixed Assets

A —TESTING OF CONTROLS

Summary of Test of Control

for non-cheque payments (EFT etc) and verify dual signatories based
on authority limits

Review one quarterly compliance certificate to Barclays outlining
compliance with covenants. Review the calculation of the formulae /
financial data.

Risk Summary: Misappropriation or incorrect recording accounting treatment of assets.

Fixed Asset additions are approved in accordance with group
procedures and authorisation limits

There are procedures in place for the recording and valuation of
fixed assets (Fixed Asset Register) and the Fixed Asset Register is
reconciled to the General Ledger on a monthly basis

Additions and disposals are approved in accordance with group
procedures and authorisation limits

Inventory

Risk Summary: Inventory listings are misstated.

There are accurate and complete stock listings, recording volumes
and values of stock by individual stock item

There are effective procedures to identify obsolete stock items
and all stock right-offs are approved by appropriate officials
People Payments

Request the signed A196 form for one recent 2rn capital expenditure
project and check that the A196 was completed properly and signed
off in advance of the project.

Request a copy of the Fixed Asset Register and review reconciliation
to the GL for one month.

Select a sample of additions / disposals and verify they are
appropriately authorised in writing by a senior person

Request the most recent inventory listing and review the
reconciliation between the stock listing and general ledger.

Verify that any stock right-off has been approved by an appropriate
person.

Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

There is effective segregation between payroll preparation,
verification of payroll data processed, authorisation of
amendments, authorisation of payroll payments and posting to
the books of account.

Personal expenses are approved in line with group procedures and
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of the Segregation of Duties procedures

Select a sample of Travel & Subsistence claims and check to see if
they are supported by receipts and filed as appropriate

Testing Approach

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Substantive testing

Observation and inspection

Observation and inspection

Observation and inspection
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REPORT ON 2RN FINANCIAL CONTROL

A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach

2B} | Payroll data on - is reconcided 1o _pa'fﬂ:lﬂ Aupdin the reconciliation hetween- .md_ payroll | Substantive besting
records n ) L recosds for one rmoath.

29) | The PAYE/PRS retunn to the Revense B reconciled m- and Review the reconciliation between PAYE/PRS! retum to the revenue | Sulbstantie testing
Mongatedrinse payroll records on a maonthly basis. to and records for one manth

G Menagement Accounts
Risk Summary: Proper books of account not being meintained.

30) | There are formal month end close procedures and monthly View the management accaunts for one month Dbsorvation and inspection
management actounts are prepared and submitted to Central
Firanoe in the standard monthly group ceporting format By the
reporting deadline

31} | All account balances are recondiled monthly prior to dosing the Examine that reconciling items have been closed off Substantive tecting
books Reconcileng items aié investigated, a5 necescany

32} | Allintercompany balances (inter IBD and inter legal entity, both for Request evidence that mtercompany balances have been recondled | Substantive testing
Income Statement and Balance Sheet} are reconciled prior 1o for one month and confirmation of agreement from the relevant
closing the books, including confirming that the balances agree parties,
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

33} | Manual journal entries have adequate supporting documentation Werify that supporting docemenstation is on file for a2 manual journal | Observation and inspectson
and are approwed by g senior member of the feance t=am entry and was approwed by a senior member

34} | A procedure detailing the caloulation of specific accruals exists and Asgeas and review the monthly accreals process Obsorvation and inspection
is consistently applied

H Tanaticn
Risk Summary: Non complionee with tox

35) | There are procedures in place to ensure compliance with VAT Request the back-up of a VAT return for one month and verify that it | Substantive testing
regulations and the VAT return i recondled to the balance on the has been reconciled to the VAT balance on the GL
VAT general ledger account Verify that the VAT retumed has been filed by the due date

36) | There are procedures in plate to  ensere comphiance with Chiack a PAYESPRSI return has been comectly filed on time for one | Substantiee testing
PAYESPRS! Regulatsons {fillag of P30, P35, M) i,

37) | There are procedures in place for timely and correct submission of Obtaln listing of all other taxation retums [/ payments submitted by | Substantive testing

any other relevant taxation returns by Jrn

2in during 2007 [Professonal Services Withholding Tax, )
Check that the return has been filed o time and cormectly for one
iearithy,

RTE internal Financial Control Seif-Assessment Questionnaire
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REPORT ON 2RN FINANCIAL CONTROL

B — CONTROLS RATINGS

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE - YEAR-ENDED 31 DECEMBER 2017

SUMMARY OF SCORES

Section | Process Area

A Purchasing and Accounts Payable
B Sales and Accounts Receivable
C Inventory

D Cash and Treasury

E Fixed Assets
F People Payments
G Management Accounts / Financial Close

Score

Maximum
Score

Percentage
(See Notes)

| Please list any questions to

be completed by RTE
Shared Service functions.

34

31.5

14

21

15.5

14

19.5

40

36

16

24

16

16

20

88%

88%

88%

88%

97%

88%

98%

Q35 n/a to 2rn

Note: Taxation covered separately as part of audit work on Director's Compliance Statement

RTE Internal Financial Control Self-Assessment Questionnaire
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Introduction, Background and Risk

Introduction

RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes and internal control in 2rn, in conjunction with the annual
financial control self-assessment questionnaire. This report should be
considered in conjunction with the 2rn Risk Register.

The effectiveness of internal control and the annual review of same for
2rn is governed by two external requirements, being:

» Code of Practice for the Governance of State Bodies (“the Code”); and
» Companies Act 2014.

Code of Practice for the Governance of State Bodies:
Section 1.8 of the Code states that:

“The Board has responsibility for ensuring that effective systems of
internal control are instituted and implemented. The Board is required to
confirm annually to the relevant Minister that the State body has an
appropriate system of internal and financial control in place.”

Each year, as part of the year end process, Internal Audit carries out
testing and review of internal controls of 2rn to ensure that the Board of
RTE is in a position to sign-off on its responsibilities under the Code. In
addition to updating the Risk Registers, each Division and corporate
functions complete a self-assessment questionnaire which forms the basis
of Internal Audit testing of internal financial controls.

In the Annual Report for the year-ended 31 December 2019, the Board
of RTE is required to confirm that, through the Audit & Risk Committee,
it has conducted a review of the effectiveness of the system of Internal
Control in the Group. This report forms part of the Committee’s
consideration.

Companies Act 2014:

The Companies Act 2014 imposes a requirement on directors to include
a Directors' Compliance Statement in the annual directors' report. The
directors are required to confirm their responsibility for securing the
company's compliance with certain relevant obligations and to confirm
that assurance measures (actions) have been carried out or if they have
not, to explain why.

This audit is an important input to Internal Audit's programme of work
to provide assurance to the directors in this area.

The key corporate risks addressed by the report are as follows:

= Risk #12 — Changes in Legislation/Regulation and Compliance; and
= Risk #11 — Management of Finances and Business Planning.

Other specific risks relevant to this report are as follows:

=  Fraud; and
= Proper books of account.

Page 3 R_-I-E




Objective and Scope

The objective of this audit was to review the company’s internal financial control and processes and conclude on the effectiveness of same.

considerations:

» Testing the existence and operation of the key controls in place in respect of the financial processes in 2rn; and
» Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the results of our testing.

The scope did not include:

X IT audit of the financial systems; and
X Afull regulatory audit of the Tariff Pricing Models.

The Internal Financial Control review does not represent a full financial audit of each process.

The scope of our review covered the internal financial controls set-out in Appendix A from 15t January 2019 to 31%t December 2019 and included the following

Page 4
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Overview and Context of Findings

Key Controls

The key controls in place in respect of the nancial procetses in 2im are set-out b the table below!

-_

A Purchasing and Accounts Payakble Raising and processing of Purchase Orders (POs); receipting; processing of supplier involoes;
compliance with Purchasing Procedures and Guidelings including tendering and the use of
purchase cards; amendments to matterfdes; and paymient procedune.

8 Sales and Accaunts Recelvabls Roviewing procedures for set-up of new customers and cradit status; imaoicing customerns;
cash collection procediires and account management; credit notes; segragation of duties;
and reconciliations.

C Cash and Treasury Maintenance of bank accounts; recording of cash transactions; payments to supphiers and
other parties; reconciliations,; segregation ulduths.anduullnﬂuﬂuns@u—nﬂ_

o Inventory Recording of invenionies, stock movement; pmuhinni agahatm“wlm and
aothorisation of write-offs. .

E Fixed Azsets Recording assets; valuation; additions and disposals; capital expenditure projects,; sign-off
andd approval.

F People Payments Payroll payments; personal expenses; recording of annual leave; reconciliation to General
Ledger; segregation of duties: and filing of returns.”

& Management Accounts/Financial Close Praparation; review and clearance; financial close; intercompany accounts; manual journals
and Suspense acoounts.

H Tax Compliance Praparation and submission of VAT, PAYE/PRSE; Professional Services Withholding Tax; TWT
and CT.

e — 4

The findings of our review sre summarised as follows;

[Ref T Grading _
1 Lack of documented policy and protedures Low
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Findings

1: Lack of documented policy and procedures

Description

Internal Audit (“IA”) tested the existence and operational effectiveness of 2rn financial controls and noted no significant deficiencies. Please refer to Appendix
A for details of the specific controls tested and the audit activities undertaken by IA.

The effectiveness ratings assigned to the financial controls in the Internal Financial Control Self Assessment Questionnaire were reviewed in light of our testing
results and adjusted accordingly. The ratings assigned to the financial control questions in each of the process areas highlights that a strong control
environment exists, with the average control effectiveness rating 93% across the financial processes. Please refer to Appendix B for summary details. IA notes
that the ratings are broadly consistent with those reported last year and with those reported by other RTE Divisions.

As part of our testing, IA noted that 2rn does not have its own policies in place and use RTE’s policies. While 2rn is required to comply with RTE policies, IA
would expect that local policies are in place where RTE’s policies do not cover a 2rn related matter as the businesses are different.

Further to this, 2rn does not have its financial processes documented. Documented financial procedures will help ensure that all key controls are identified
and can also reduces key person risk and help with segregation of duties.

Recommendation Owner Due Date

1. Management should review RTE policies and put local I (Financial Controller - 2rn) 30 June 2020
policies in place where a matter is not covered by an RTE

policy. If no changes are deemed necessary, the
conclusion of same should be documented.

2. Management should document all financial processes I i cia! Controller - 2rn) 30 June 2020
and identify the key controls within each process

(leverage off ERP documentation where applicable).
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Conclusion and Report Rating

Conclusion

Each year, as part of a broader review of compliance with the Code of Practice for the Governance of State Bodies and the Director’s Compliance Statement,
Internal Audit carries out specific work in the area of financial control in each RTE division.

Specific audit work has been undertaken in relation to financial control in 2rn for the year ended 31 December 2019, focusing on key controls. Responsibility for
majority of financial processes resides with local Finance in 2rn as opposed to Central Shared Services in RTE Group Finance.

Internal Audit has verified and tested the operation and effectiveness of a sample of financial controls in 2rn as noted within Appendix A. The results of our
testing has been merged with the results of the completed Internal Financial Control Questionnaire — please see Appendix B. This highlights that a strong control
environment exists, with the average control effectiveness rating 93% across the financial processes. The introduction of documented policy and procedures as
recommended will help ensure that all key controls are identified.

It is on the basis of the above findings that we assess the overall standard of the process as “Satisfactory”.

Report Rating . SATISFACTORY

Auditor: S
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A1
1)

A2
2)

3)

4)
A3
5)
6)

A4
7)

B.1
8)

9)

Key Control Activity

Purchasing and Accounts Payable

Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.

Purchasing and Tendering
Competitive tendering procedures
Purchasing Procedures and Guidelines.
Payment Procedures

Segregation of Duties: the staff members responsible for ordering/ e
receipting goods are not also responsible for processing payment

of invoices.

All invoice payments and payment runs are authorised by e
appropriate personnel.

exist, underpinned by e

Invoices are paid by their due date and in accordance with Late e
Payment Regulations.

Creditor Reconciliations

Creditor reconciliations of key supplier statements are performed o
on a monthly basis and reconciling items are properly followed up
and cleared.

The creditors’ listing in the creditor’s ledger is reconciled to the e
creditor’s balance per the GL control account on a monthly basis.
Purchase Card

RTE Purchasing Card Guidelines. .

Sales and Accounts Receivable

A —TESTING OF CONTROLS

Summary of Test of Control

Examine one 2rn tender in 2019 and examine documentation,
evaluation sheet, award letter, etenders notification, etc.

Assess the design of Segregation of Duties procedures.

Test a sample of EFT payment runs (for both Domestic and non-
domestic) and review for authorisation. Trace payments through to
bank statements and General Ledger.

Test a sample of invoices from the payment run for proof of prior
approval before payment.

Examine a sample of the invoices on- to verify that they were
paid by due date.

Test a sample of creditor reconciliations and ensure all reconciling
items have been followed up and cleared the following month.

Test a sample of creditor reconciliations and ensure the creditors’
listing agrees to the GL.

Test a sample of Purchase Card envelopes and verify that supporting
documentation is in place with appropriate approval.

Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.

Customer Sales

Credit control procedures are carried out prior to granting credit e
status to new customers.

Procedures are in place for processing customer orders and formal e
contracts or supporting documentation are filed.

RTE Internal Financial Control Self-Assessment Questionnaire

Review set-up procedures and checks undertaken for one new
customer (credit checks, credit limits, payment in advance etc).
Inspect contract/Accommodation Request Form (ARF)
supporting documentation for one order.

with

Testing Approach

Inquiry, Observation
Inspection.

Inquiry, Observation
Inspection.

Re-performance.

Re-performance.

Inquiry, Observation
Inspection.

Re-performance.

Re-performance.

Re-performance.

Inquiry, Observation
Inspection.
Inquiry, Observation
Inspection.

and

and

and

and

and
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity Summary of Test of Control Testing Approach
10) | All discounts from rate card are approved by an appropriate | ¢ Verify sign-off and prior approval in one instance where there was a | Inquiry, Observation and
official in advance. deviation from the rate card, if applicable. Inspection.
B.2 | Debtor Reconciliations
11) | Reconciliations of the debtors listing to the Debtor’s control | ¢ Test a sample of debtor reconciliations and ensure the debtors’ | Re-performance.
account in the GL are performed and reconciling items are listing agrees to the GL and review reconciling items.
properly investigated.
12) | Areview of the aged debtors report is performed each month with | ¢  Test a sample of aged debtor listings. Re-performance.
particular emphasis on overdue balances.
B.3 | Credit Notes
13) | Credit notes are approved by a senior official after considering the | ¢  Test the approval of, and reason for, a sample of credit notes | Re-performance.
reasons for the credit note. selected from [ili Consider the appropriateness of the
Approver.
C Cash and Treasury
Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.
C.1 | Banking of Lodgements
14) | There are appropriate segregation of duties between receipts of | ¢  Assess the design of segregation of duties procedures — post opening | Inquiry, Observation and
orders, invoicing, receipts of cash and follow-up of overdue procedures, banking lodgements, posting to the debtors account, etc. | Inspection.
accounts.
15) | There are financial procedures in place for handling and recording | ¢  Test a sample of lodgements and check timeliness of recording in | Re-performance.
of receipts in a timely manner. books.
16) | Cheque receipts are banked on the date of receipt, logged and | e Verify, through observation, that cheque receipts are logged, | Inquiry, Observation and
reconciled. All cheques are pre-numbered and sequentially reconciled and sequentially controlled upon opening post. Inspection.
controlled.
C.2 | Bank Reconciliations
17) | Monthly reconciliations are prepared for each bank account and | ¢ Test bank reconciliations for each bank account for a sample of | Re-performance.
all reconciliations are reviewed and initialled by a senior official. periods and check for review by a senior person.
18) [ All reconciling items are investigated and cleared before the | ¢ Test that reconciling items were cleared by following month, where | Re-performance.
following month end. applicable.
C.3 | Payments to Suppliers
19) | There are formal cheque signing procedures, including dual | ¢ Confirm that formal procedures are in place for cheque signing and | Inquiry, Observation and
signatories and authority limits. There is also formal procedures for non-cheque payments (EFT etc) and verify dual signatories based | Inspection.
RTE Internal Financial Control Self-Assessment Questionnaire Page 9




REPORT ON 2RN INTERNAL FINANCIAL CONTROL

C4
20)

21)

22)

23)

24)

25)

26)

27)

Key Control Activity

and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc).

Loan Covenants

Procedures for the recording of borrowings, interest and loan
repayments exist.

Fixed Assets

A —TESTING OF CONTROLS

Summary of Test of Control

on authority limits.

Test a sample of quarterly compliance certificates to Barclays
outlining compliance with covenants. Test the calculation of the
formulae/financial data.

Risk Summary: Misappropriation or incorrect recording accounting treatment of assets.

Fixed Asset additions are approved in accordance with group
procedures and authorisation limits.

There are procedures in place for the recording and valuation of
fixed assets (Fixed Asset Register) and the Fixed Asset Register is
reconciled to the General Ledger on a monthly basis.

Additions and disposals are approved in accordance with group
procedures and authorisation limits.

Inventory

Risk Summary: Inventory listings are misstated.

There are accurate and complete stock listings, recording volumes
and values of stock by individual stock item.

There are effective procedures to identify obsolete stock items
and all stock right-offs are approved by appropriate officials.
People Payments

Request the signed A196 form for one recent 2rn capital expenditure
project and check that the A196 was completed properly and signed
off in advance of the project.

Test the Fixed Asset Register was reconciled to the GL for sample of
periods.

Test a sample of additions/disposals and verify they are appropriately
authorised in writing by a senior person.

Request the most recent inventory listing and review the
reconciliation between the stock listing and general ledger.

Verify that any stock right-off has been approved by an appropriate
person.

Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

There is effective segregation between payroll preparation,
verification of payroll data processed, authorisation of
amendments, authorisation of payroll payments and posting to
the books of account.

Personal expenses are approved in line with group procedures and
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts.

RTE Internal Financial Control Self-Assessment Questionnaire

Assess the design of the Segregation of Duties procedures.

Test a sample of Travel & Subsistence claims and verify that they are
supported by receipts and filed as appropriate.

Testing Approach

Re-performance.

Inquiry, Observation and
Inspection.
Re-performance.
Re-performance.
Inquiry, Observation and
Inspection.
Inquiry, Observation and
Inspection.
Inquiry, Observation and
Inspection.
Re-performance.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

28)

29)

30)

31)

32)

33)

34)

35)
36)

37)

Key Control Activity
Payroll data on |l is reconciled to Jjjjjij payroll records.

The PAYE/PRSI return to the Revenue is reconciled to- and
[ ] payroll records on a monthly basis.

Management Accounts

Risk Summary: Proper books of account not being maintained.
There are formal month end close procedures and monthly
management accounts are prepared and submitted to Central
Finance in the standard monthly group reporting format by the
reporting deadline.

All account balances are reconciled monthly prior to closing the
books. Reconciling items are investigated, as necessary.

All intercompany balances (inter IBD and inter legal entity, both for
Income Statement and Balance Sheet) are reconciled prior to
closing the books, including confirming that the balances agree
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

Manual journal entries have adequate supporting documentation
and are approved by a senior member of the finance team.

A procedure detailing the calculation of specific accruals exists and
is consistently applied.

Taxation

Risk Summary: Non compliance with tax regulations

There are procedures in place to ensure compliance with VAT
regulations and the VAT returns are reconciled to the GL.

There are procedures in place to ensure compliance with
PAYE/PRSI Regulations.

There are procedures in place for timely and correct submission of
any other relevant taxation returns(PSWT, DWT and CT).

RTE Internal Financial Control Self-Assessment Questionnaire

A —TESTING OF CONTROLS

Summary of Test of Control

Test the reconciliation between- and- payroll records for
a sample of periods.
Test the reconciliation between PAYE/PRSI returns to Revenue to

B 2 c [ records for a sample of periods.

Test that management accounts are approved and submitted to
Central Finance for a sample of periods.

Test that all account balances are reconciled before the submission
of management accounts to Central Finance.

Test that intercompany balances (both P&L and B/S) have been
reconciled for a sample of periods and agree to confirmations from
the relevant parties.

Test that supporting documentation is on file for a sample of manual
journal entries and that they were approved by a senior member.
Test for a sample of periods, that the accruals listings are available
and reconcile to the GL.

Test that VAT workings reconcile to the GL for a sample of periods.
Test that the VAT workings were provided to Central for filing.

Test that PAYE/PRSI returns have been correctly filed on time for a
sample of periods.

Test that returns agree to back-up and have been filed on time for a
sample of periods.

Testing Approach
Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.
Re-performance.

Re-performance.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE

Year Ending 31 December 2019

Summary of Effectiveness Ratings
Section Process Area

Procurement and Accounts Payable

B Sales and Accounts Receivable

C Inventory

D Cash and Treasury

E Fixed Assets

F People Payments
G Management Accounts/Financial Close
H Taxation

34.5

15

21.45

14.8

17

19

Maximum
Score

36

16

24

16

20

20

Percentage

Note: Taxation is also covered as part of audit work on the Director's Compliance Statement.

RTE Internal Financial Control Self-Assessment Questionnaire

B — CONTROLS RATINGS
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Introduction, Background and Risk

Introduction

RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes and internal control in 2rn, in conjunction with the annual
financial control self-assessment questionnaire. This report should be
considered in conjunction with the 2rn Risk Register.

Background

The effectiveness of internal control and the annual review of same for
2rn is governed by two external requirements, being:

» Code of Practice for the Governance of State Bodies (“the Code”); and
» Companies Act 2014.

Code of Practice for the Governance of State Bodies:
Section 1.8 of the Code states that:

“The Board has responsibility for ensuring that effective systems of internal
control are instituted and implemented. The Board is required to confirm
annually to the relevant Minister that the State body has an appropriate
system of internal and financial control in place.”

Each year, as part of the year end process, Internal Audit carries out
testing and review of internal controls of 2rn to ensure that the Board of
RTE is in a position to sign-off on its responsibilities under the Code. In
addition to updating the Risk Registers, each RTE division and corporate
function completes a self-assessment questionnaire which forms the basis
of Internal Audit testing of internal financial controls for the RTE Group.

In the Annual Report for the year-ended 31 December 2021, the Board
of RTE is required to confirm that, through the Audit & Risk Committee,
it has conducted a review of the effectiveness of the system of Internal
Control in the Group. This report forms part of the Committee’s
consideration.

Companies Act 2014:

The Companies Act 2014 imposes a requirement on directors to include
a Directors' Compliance Statement in the annual directors' report. The
directors are required to confirm their responsibility for securing the
company's compliance with certain relevant obligations and to confirm
that assurance measures (actions) have been carried out or if they have
not, to explain why.

This audit is an important input to Internal Audit's programme of work
to provide assurance to the directors in this area.

The key RTE corporate risks addressed by the report are as follows:

= Risk #8 —Management of Finances and Business Planning;

= Risk #10 — Changes in Legislation/Regulation and Compliance; and
= Risk #5 — Commercial Revenue.

(Based on Q4 2021 rankings, currently under review)

Other specific risks relevant to this report are as follows:

=  Fraud; and
= Regulatory / maintaining proper books of account.
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Objective and Scope

The objective of this audit was to review the company’s internal financial control and processes and conclude on the effectiveness of same.

The scope of our review covered the internal financial controls set-out in Appendix A from 15t January 2021 to 31t December 2021 and included the following
considerations:

» Testing the existence and operation of the key controls in place in respect of the financial processes in 2rn; and
> Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the results of our testing.

The scope did not include:

X T audit of the financial systems; and
X A full regulatory audit of the Tariff Pricing Models.

The Internal Financial Control review does not represent a full financial audit of each process.
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Controls

Key Controls

The key controls in place in respect of the fnancial processes in 2en ane set-out iy the tabie below:

A Purchasing and Accounts Payable

B Sales and Accounts Recsivable

D Inventory
E Fixed Azsats
F People Payments

Raising and processng of Purchase Orders {POs); receipting; processing of supplber invokces;
eompliance with Purchasing Procedures and Guidelines including tendering and the use of
purchase cards; amendments to masterfiles; and payment procedures.

Reviewing procedures for set-up of new customers and credit status; invoicing castomens;
cash collection procedures and account management; cridit notes; segregation of duties;
and reconciliations.

Maintenance of bank accounts; recording of cash transactions! payments to suppliers and
other parties; reconciliations; segragation of duties and authoration sign-off,

Recording of inventorses, stock movement; mqmmmm and
authoeisation of write-offs.

Recording assets: valuation; additions. and disposals; mﬁlai_upanﬂtum projects; sign-off
and approval.

Payroll payments; personal expenses; recording of annual leave, reconciliation to General
Ledger; segregation of duties; and fibng of returns.

Preparation; reveew and dearance; financlal close; intercompany acooients; mnml journals
and suspense acCounts;

Prepacation and submitssion of VAT workings for returns; FAYE/PRSI; Professional Services
Withholding Tax; DWT and CT.

RTE




Findings

We verified the existence and operation of the 2rn financial controls within the scope of this review. Please refer to Appendix A for details of the specific controls
tested and the audit activities undertaken by Internal Audit.

v" The ratings assigned to the financial control questions in each of the process areas highlights that a strong control environment exists, with the average
control effectiveness rating 93% across the financial processes. In general, the ratings are broadly consistent with those reported last year and are consistent
with those reported by other RTE Divisions.

v

The effectiveness ratings assigned to the financial controls in the Internal Financial Control Self Assessment Questionnaire are reasonable and, for the
sample tested, consistent with the underlying controls in place. No issues were identified in this audit which merit classification as “key management issues”.

Other matter:

»  Segregation of Duties: It is difficult to achieve full segregation of duties in smaller Finance functions and the 2rn Treasury and Payroll functions are not fully
segregated as a result. In order to address this, over recent years, 2rn has segregated a number of key controls as a mitigating action. For example, all payroll
and banking transactions and postings are approved by the Financial Controller. All bank reconciliations are also signed off by the Financial Controller and
Payroll journals are posted by Central Finance in RTE. These controls operate effectively, and we have no findings to report in this regard
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Conclusion and Report Rating

Conclusion

Each year, as part of a broader review of compliance with the Code of Practice for the Governance of State Bodies and the Director’s Compliance Statement,
Internal Audit carries out specific work in the area of financial control in each RTE division.

Specific audit work has been undertaken in relation to financial control in 2rn for the year ended 31 December 2021, focusing on key controls. Responsibility for
majority of financial processes resides with local Finance in 2rn as opposed to Central Shared Services in RTE Group Finance.

Internal Audit has verified and tested the operation and effectiveness of a sample of financial controls in 2rn as noted within Appendix A. The results of our
testing has been merged with the results of the completed Internal Financial Control Questionnaire — please see Appendix B. This highlights that a strong control

environment exists across the financial processes within scope.

It is on the basis of the above findings that we assess the overall standard of the process as “Satisfactory”.

Report Rating . SATISFACTORY
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
A Purchasing and Accounts Payable
Risk Summary: lnapproprigte, fctitious, or lote payments to Suppliers,
A | Purchosing and Tendering
1) Competitive  tendering  procedures  exist, underpinned by [ % Examine one 2 tender in 2021 and examine dotumentation, | Inquiry, Ohservation  and
Purchasing Procedures and Guidelines, evaluation sheet, award letter, elenders notification, ate. Inspection,
A2 | Payment Procedures
2} Segregation of Duties: the staff members responsible for ordering! | ®  Assess the design of Segregation of Dutées procedunes, Inguiry, Ohservation  and
recelpting goods are not ko responsibls for processmg payment I peiction.
of invoboes.
3) All invoice payments and payment funs are authorised By | Test one EFT payment run (far both Domestic and non-domestic) and | Re-per formance
appropiiate persoanel review for authorisation. Trace payments through 1o  bank
statemants and General Ledger,
»  Test a sample of involces from the payment run for proof of prior | Re-performance,
approval before payment. e
4 Invoices ate paid by their due date and in accordance with Late | & Examine a sample of the invoices un- to verify that they were | Inguiry, Observation  and
Eagment Regulations. paid by due date Inspeection.
A3 | Creditor Reconciliations
5) Creditor reconciliations of key supplier statements are performed | & Test one creditor reconciliation and ensure all reconciling items have | Re-performance.
ot & moathly besis and reconciling items are propery followed up been followed up and cleared the following manth
and cleared
&) The credivors” listing in the creditor's ledger is reconciled to the |« Test one creditor reconciliation and ensure. the creditors’ listing | Re-performance.
creditor’s Balance per the GL controd account on a monthly basis; agrees to the GL.
A4 | Purchase Card
7l RTE Purchasing Card Guidelines = Test pne Purchase Card envelope and verly that supporting | Re-performande,
documentation & in place with appropriate apgrodal,
B Sales and Accounts Raceivabls
Risk Summary: Bod Debts, credit risk and / or Inoccurate accounting treatment.
B.1 | Cerstowrer Sales
g) Credit control procedures are carred out prior to granting dredit | & Beyiew set-up procedures and chacks undertaken for one new | Inguiry, Observation  and
sRatus 10 nEw Cusbomeers. Customser ﬂl;rel;li'l; chp{l:i., cresdit li-fl'l.-il::,I paymant in adwance Elll,'r. 1I'|Ei'|-E:‘.‘[if.'|-r!.
9) Procedures are in place for processing customer orders and formal | »  Inspeat  contract/Accommodation  Request  Form  (ARF)  with | Inguiry,  Observation  and
Contracts or supporting documentation are fileed, supparting decumentation for one order. Inspection
Review of 2rn Internal Financial Control Page 8§




REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Eey Control Activity Summary of Test of Control Testing Approach
10} | All discounts from rate card are approved by an appropriate | = Verify sign-off and prior approval in one instance where there was o | Inguiry, Dbservation  and
official in advance deviation from the rate card, if apphicable. Inspection,
B.2 | Debtor Reconciliations
11} | Reconciliations of the debtors listing to the Debtor’s controd | »  Test one debtor reconciliation and ensure the debtors’ [eting agrees | Re-performance
account in the GL are performed and reconciling items are to the GL and review reconciling items
propetly investigated.
12} | A review of the aged debtors report is performed each month with | »  Test one aged debror listng. Re-parformance.
particular emphasis on overdus balances.
B2 | Credit Notes
13) | Credit notes are approved by a senlar official after considering the [« Test the approval of, and reason for, a sample of credit notes | Re-performance.
reasons for the credit note sedected  from Consider the appropriateness of the
Agsprener.
£ Cash and Treasury
Rizk Summary: Incomplete, unauthovized or Incorrectly accounted for cash transactions due to either fraud or errar.
C.1 | Bonking of Lodgements
14) | There are appropriate segreégation of duties between recelpts of |'»  Assess the design of segregation of duties procedures - post opening | Inguiry, Observation  and
orders, Ewvaicing, meoeipts of cash and followeup of overdue procedures, bankmg lodgements, posting to the debtors account, etc. | Inspection,
ACCoUnis.
15} | There are financial procedures in place for handling and recording [ #  Test a sample of lodgements and chedk timeliness of recording in | Re-performance
of receipts in a timely manner, books.
16) | Cheque receipts are banked on the date of receipt, logged and |« Verify, through observation, that cheque receipts are logged, | Inguiry, Observation and
reconciled. Al cheques are pre-numbered and sequentially reconciled and sequentially controlbed upon opening post Iris prsctlom,
controlbed.
.2 | Bonk Reconciliotions
17) | Monthly reconciliations are prepared for each bank acoount and [ & Test one bank reconciliation for each bank account for a sample of | Re-performance
all reconciliations are reviewed and initialled by a senior official periods and chedk for redew by a senkor parson.
18) | All reconciling ems are investigated and cleared belore the | »  Test thar reconciling ems were ceared by following month, where | Re-performance.
followdng month end. applicabla.
£.3 | Paymeits to Suppliers
18) | There are formal chegque signing procedures, including dusl [ & Confirm that formal precedures are in place for cheque signing and | Inguiry, Observation  and
signatories and authanty Bmits. There i also formal procedufes for non-cheque payments [EFT etc] and verify dual signatories based Inspeecticn,
Review of 2rn Internal Financial Control Page 9




REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

and autharity limits for non<cheque payments [direct debit, EFT,
BALS, atc)

on authority Bmiss

p

Loan Covenonts

Procedures for the recording of borrowings, Interest amd foan
repayments exist,

.

Test one quarterly compliance certificate too Barclays ‘outlining
complance  with covenants. Test  the calculation of the
formulasfinancial data.

Re-performance.

D Fixed Assots
Risk Summary: Misappropriation ar incorrect recording accounting treatment of assets.

21} | Fixed Asset additions: are approved in accordance with group [ #  Request the signed A196 form for one recent 2rn capital expenditure | Inquiry, Observation  and
procedures and authorisation lenits. project and check that the A196 was completed properly and signed | Inspection.

off in advance of the project.

22) | There are procedures in place for the recording and valuation of [ »  Test the Fixed Asset Register was reconciled to the GL for sample of | Re-performance.
fimed assers (Fixed Asset Register) and the Fxked Asser Register i periods,
reconciled to the General Ledger on a manthly basis.

23} | Additions and disposals are approved v sccoddance with group | ®  Test one addition and one disposal, verifying they are appropriately | Re-performance.
procedures and authorisation lmkts, authorsad in writing by a senior person.

E Inventory
Risk Summary: lnventory listings are misstated.

24} | There are accurate and complete stock listings, recording volumeés [ & Request the most recent  inventory listing and  review  the | Ingulry, Observation and
and valvet of stock h'; indiaidual stock tem. reconciligtion between the stock |islan and ﬂ(‘nﬂ'-ﬂ IE{!EE'I’ Inspection.

25) | There are effective procedures to ientify obsolete stock items [ = Verify that any stock right-off has been approved by an appropriate | Inguiry, Observation  and
and all stock right-offs are approved by approgriate officials; PEFS0, Inspection,

F Pecple Payments
Risk Summany: Payments to fictitious employees, unauthorsed amendments to dota and incorrect records.

26) | There s effective segregation between payroll preparation, | ®  Assess the design of the Segregation of Duties procedures Inopeiry, Observation  and
verification  of payroll data  processed,  authorisation  of Inspection
amendments, authorisation of payroll payments and posting 1o
thie beoks of acoount.

27) | Personal expenses are. approved in line with group procedures and | & To be addressed as part of BTE Group audit work in this area Re-performance.

guidelines and all elatms are checked for: suthorisation, arithmetic
accwacy, legitimacy and supperting decumentation/receipts.

Review of 2rn Internal Financial Control
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A —TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

28} | Payroll data on - is recondiled tu- payroll records

=

payroll records on @ monthly basis.

-

lest the reconciliation hemec-n_ payrodl records for

ane period,

Re-performance,

28) | The PAYE/PRS! return 1o the Revenue is reconciled to | NN

G Management Accounts

Test the reconciliation between PAYEPRS retums to Hevenus o
records for one period

fRe-performance,

Risk Summary: Proper books of account not being maintained.

reporting deadline

30) | There are formal month end close procedures and monthly
management accounts are prepared and submitted to Central
Flnance in the standard monthly group reportieg format By the

Teat that management aocounts ane approved and submitted o
Central Finance for one month

Re-performance.

books Reconciling iuemd ané binsestigated, as necessany,

31} | All account balances are reconciled monthly pricr 1o dosing the

Test that all sccount balances are reconciled before the submission
of management accounts to Central Finance.

Re-performance.

and leared before the lulln-mnE mionth end,

32} | Allimtercompany balances (inter IBD and inter legal entity, both for
Income Statement and Balance Sheet} are reconciled prior o
closing the books, including confirming that the balances agree
with the relevant parties. Reconciling differences are investigated

Test that infercompany balances (Both PEL and BfS) have been
reconcibed for one month and agree to confinmations  from the
relevant parties,

Re-perfarmance,

and are approved by & sendor member of the finance eam.

33} | Manual fjournal entries hasve adequate supporting documentation

Tiest that supporting documentation is on file for 3 sample of mantat
jowrnal entries and that they were approved by 3 senior memibse

Re-performance.

is consistently applied,

34} | A procedure detailing the calculation of specific acoreals exists and

lest For one month, that the aocruats lstings are available and
recontibe ta the GL

Re-performance.,

H Taxation

Risk Summary: Non-complionce with rax regulotions

regulations and the VAT returns are reconcibed to the GL.

35) | There are procedures in place to ensure compliance with VAT

lest that VAT weorkings recancile to the Gl for one month,
Test that the VAT workings were provided to Central for filing

Re-performance,

PAYE/PRSI Regulations

36) | There are procedures in place o ensure compliance with

Test that PAYE/PRSI retums hive been correctly flded on time for-a
ane period,

Re-performance,

any other relesant taxation returns [PSWT, DWT and CT)

37} | There are procedures in place for tmely and correct submission of

Tear that returns agree 1o back-up and bave been filed on time for
one periced,

Re-performandce.

Review of 2rn Internal Financial Control
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL B — CONTROLS RATINGS

INTERMNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONMNAIRE
Year Ending 31 December 2021

Summary of Effectiveness Ratings
Section Process Area Maxlmum Percentage
Score

Procurement and Accounts Payable
B Sales and Accounts Receivable 34.9 36
C Inwentory 15.5 16
D Cash and Treasury 21.25 24
E Fixed Assets 15 1
F | People Payments 17.25 20
G Management Accounts/Financial Close 20 20
H Taxation Compliance 8 8
Mote:

Taxation: abue covered as pan of awdiv work on the Sirector’s Compliance Statement.
Treasury: additional avdit work undertaken to check compliance with the Dept. of Finance’s Requirements and Conditlons document {re: Financlal Transactions of Certain

Companies ond Other Bodies Act, 1997}

Review of 2rn Internal Financial Control Page 12
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Executive Summary: Background and Scope

A full operational audst of Progrannne Acquisitions was comgleted i late 2013,
rted “Satisfactory”, This follow-on process sudit 15 focused on the area of

acqured myventory, KPMG will phace reliance on this report as part of the vear-
end stamtory andit,

Financial

RTE tramsmitted m excess of howrs (10939 commercinl hourst of
mfernationally and mationally scquired progrmmes on RTE One and RTE Two
during 2014, representing of total programming pufput - of all Peak
Time trapsmission), The cost of trapsmutfing scquired programmes was
mullion {excluding centrally- allocated overheads) dunng 2014, which is

et badget. This was charged o the Income Statement m hine with RTE s
accounting policy.  Acqusinons m license, but not broadeast, are held m
progrunme mventory, The full vear budget for 2005 iai

General

The maponty of acqusitions are sourced from the US, the UK, Australin and
Mew Zealand, The US & the most nnportant merket, representing £ 70% of the
world's film / progranume production markst

Deals 10 securs acquisitions are pormally negotiated at the Gl and selevision
markets. Tlese markets take place across the world and brmg together the main
bauryers (broadensters), dismbutors, Hollvwood studios. film companies ete. RTE
attends all of the most important markels aomeally and maintans contact with

key suppliers thronghout the year,

Compeiition

The market for acquired content 15 beconung increasingly competitive with other
channsls pursuing jomt Ireland / UK oghts m orespect of cerlain prime
acqusitions. This threatens RTE s capability of secummng a “first-un™ of the
following season’s new release senies.  Secunng 2 “second-num™ nght means a
broadeast after tansmission on mother channel, which mmpacts the potentinl
andience.

The emergence of subscription onlise chanisels sach a: Netflix also pose a
cenmpetitive threal, especially for movies. These channels attempl to secume a
righis window before the traditional broadcasters.

Approval

Each deal s mitdally suthonsed by the Director of Production and
Acquusitions and e MD of Televizsion. The approval of the CFO amd the
Dhirector Creneral mexy also be vequured, depending on the deal value,

The scope of our andit was acquired progranume mventory at 30 September
2014, We selected a sample size of 15 for testing. with 8 mix of mednume-
sized stand-alone deals and large studio deals. We also achieved a
geographical spread of suppliers and camed out testing across vanous dates
m 2014,

The andit involved the following work:

Cleclang e accuracy of contract data reconded on |he- Aystems
Agreeing details of additions to contraces,
Venfvirg cangpliance wiily the texms of the contrace;
Recalendating the opening balances, amorisaton charges and closing
balamces for & sample of mventory:
Ensunng ampoatisation chacges ae m line with accouniing policy;
Clecking amorsed programones 10 iransmission logs:
Tracing supplier payimenis o

< HReveewing a saniple of month end inmventory accounting transaciions.

The audit did not inclode:

X A review of the IT systems:

X Spors rights acquisitions:

E Programmes commssionsd from  ibe Independent sector or
produced in-house:

X Programme material acquired by RTE on behalf of TG4,

Page !




Executive Summary: Findings and Conclusion

The sample selected for Internal Audit’s review of Acquired Inventory is set-out in Appendix 1. In summary:

v" Inventory was accurately recorded on - in line with contract terms

v" All programme additions were recorded in agreement with contract terms

v" Amortisation of programmes was calculated correctly in all instances and accounted for in an appropriate manner
v" All programmes recorded as being amortised on- were consistent with the Transmission Logs

No exceptions were identified during the course of testing.

|

The amortisation of acquired programmes transmitted on RTE Television represents a material cost in the RTE Group accounts and therefore merits close
review. In addition, by carrying out regular Internal Audits of Acquired Programme Inventory, the External Auditors are able to reduce the scope of their work
in this area.

The cost of acquired programmes transmitted on RTE Television was (before overheads) for the year to 31 December 2014. Internal Audit has carried
out a review of the acquired inventory balance and the month end accounting process. Based on the samples tested as part of this audit, we conclude that the

current process is operating effectively. We noted no issues of concern as part of this audit and the standard of control assessed is satisfactory.

We would like to thank staff in TV Broadcast and Acquisitions for their assistance during the course of this assignment.
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Appendix 1 —Audit Sample

Sample Selection

1#

u b WN R

O 00 N O

11
12
13
14
15

Master Deal
Code
AQMO0006215
AQMO0005191
AQM0005524
AQM0006182
AQMO0006213
AQMO0006176
AQMO0006176
AQMO0006176
AQM0006200
AQM0006200
AQMO0006200
AQMO0006156
AQMO0006156
AQMO0006156
AQMO0006156
AQMO0006156
AQMO0006156

Legend:

Deal Code
AQMO0006215
AQMO0005191
AQMO0005524
AQMO0006182
AQMO0006213
AQMO0006176
45287

45287

45474

45483

45501
AQMO0006156
45114

45118

45124

45184

45187

Deal Title

Thousand Words, A

Blue Heelers (3-7)

Eagle Eye

Golden Globe 2014

Mad Men (7a)

Disney Features 2014

36 Disney Library Features 2014
36 Disney Library Features 2014
Disney Fish Hooks (2) (Eps 22-43)
Disney The Suite Life On Deck (3)
Disney Motorcity (1)

NBC / Universal 2014 Deal

Suits (2)

Royal Pains (5)

Sean Saves The World (1)

12 First Run Features

4 Premium Library Features

I:llarge deal - 5 programmes selected from each

Opening Stock
01/01/2014

Programme Name Start Date End Date
Thousand Words, A

Blue Heelers (3-7)

Eagle Eye

Golden Globe 2014

Mad Men (7a)

Disney Features 2014

Emil And The Detectives

Toy Story

Get A Yob!/ Spiders Bite FO38Ep 8
Party On! FOB0Ep 9

Texas-Ify It! FOOSEp 5

NBC / Universal 2014 Deal

Meet The New Boss Ep 3
VertigoEp 5

Dark Sean Rises, The Ep 15

Ted

Mamma Mial!

Closing Stock

Cur Additions Amortised 30/09/2014
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Internal Memorandum

RTE

To. -
CC:

e
From:

Date: 1 August 2003

Re:

Review of Car Rental Service

The

purpose of this memorandum is to set-out our findings following a review of the car rental

SETVICE,

1.

Background

The RTE car rental service is provided by Crzinally contracted by Television Sport as
a preferved supplier m mid-2002, the service was mlled-out across all of RTE i Q4 2010,
Bookings are made via a ded'u:med* website, with RTE users selecting a vehicle (from a
predefined hist) and defining a pick-up locanon. dates of hire, dnver name, contact details, etc.

The nser also enters a valid RTE costpool number, the reason for travel and the <ot
code. Booking requests are then routed by workflow e-mail 1o the costpool manager for approval

or rejection. Upon approval, a booking confirmation is sent to the relevant ¢-mail address

The process also provides for phone bookings in the event that the booker does not have access 1o
the intemet, or if the booking is for a rental at short notice. In these circnmstances. the [N
adnumistrator takmg the call inputs the booking in the manner omlined above and the booking
routes to the costpoo]l manager, for approval. in the normal manner. Many areas have centralised
bookers who book car renial on behalf of various RTE staff members or non-cmployees
{progranmme panellists. copractors, etc. ).

Data is uploaded from the car rental system to [l oo & monthly basis, via a file wpload by
Finance IT. [ receives an updates list of costpools approximately monthly and booking
recquests without & valid costpool number are rejected.

RTE has negotiated corporate rates with [ *iich vary based on the vehicle type and the
duration of the rental. The rates are automatically applied depending on the vehicle and rental
duration selected by the user

provides a facthty whereby rental cars are delivered to the Donnybrook campus for
collection (and later drop-offy by the user. Users are charged for the duration sct-out im the
booking and. in commeon with all rentals. no refunds are provided for carly retuns.  The user is
required 1o phone R A0 reqeest as cxtension, if needed. A grace pertod on one hour is
provided in the retum ume and users are not charged a drop-off charge for renuming to a different
locatson to the pick-up location.



2. Scope and methodology

This audit is based on a review of data provided to RTE Interual Audit by R » respect of
the period Janmary 2011 ro March 2013*. The daa comprised the financial desails of all car
rentals in the period and also mcluded the driver’s name, nme and duration of rental, vehicle
rented. distance travelled and other similar data.

[*In some cases, for comparative purposes, we hove extended the periad of the car remfal
expenditive data, bevend the period of data provided by - T such cases, the data is
based on acnwal billings by R @ fras been extracted from R

The Head of Property and Services conunissioned a review of the following:

General wse of the car rental service

Approval progess
Rates (versus ravel and subsistence disbursements)
Assessment of fall m travel and subsistence costs since the introduction of the service

The review did not mvolve:

A 1T andit of the R beoking engine
A Appropriateness of the approver assigned 1o the booking (which is based on the N

costpool approvers)

Any review of the car rental service necessitates consideration of mileage. as car rental was
mmtroduced 45 a cost saving exercise infended to replace. where feasible. the more expensive
option of mileage. Therefore we have extended our analysis to included consideration of mileage

The comparative data on mileage was extracted from [ !t 1> ouportant to note that the

mileage costs are based on the date the trip took place as opposed 1o the date of the mileage claim.
Secondly, parking charges have been excluded from the mileage account code.

3. Financial analysis

This sections presents background fmancial anabysis (of the < rental service in RTE) in
order to provede a context of the scale and level of the contract.

3.4 Use af service — overview

The number of JEERr car rentals has been mereasing since the service was extended across
RTE m 04 of 2010, nsmg to 747 rentals in 2002 (from 657 in 20011}
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This 15 further illustrated by examiming the value of rentals i the penod before and after the
extension of the service. (2011 was the first fll year the service was aperational across all of
RTE).

Car Rental Costs per Month {2010 - 2013)
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Note: vanatnons from moath o month reflect changes in production demand, special events
(general election in February 2012, sports events, GAA championship efc.) and ad-hoc costs
associated with the damage of vehicles (we noted large damage charges in Jaouary 2012, May
2002 and October 2012).



The use of the service vanes across divisions and. despite increased use of car remtal. the service is
predominantly wsed in Television (64% of all car rentals ¢ 60% mn value terms).

Car Rental Costs, by IBD I
(lanuary 2011 - March 2013) |
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The ommmbers of rentals per division are sei-out below:

Number of Car Rentals per Division (Jan. 2011 - Mar. 2013) :
1,210 i
1,005
1,000
R0
S
E ]
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|

While the use of the service has increased since being extended across all of RTE, there is scope
10 cxamine options for promoting mcreased use m other divisions,



F.2 Use of service — by cosipaol amd individnal

The car rental service 15 predominantly nsed by programme / output arcas. 43% of the car rental
cost in the period under review derives from fifieen costpools. primarily programme related. Ten
of the fifteen costpools are in Television

When usage of the service is examuned ar an mdividual nser level, fifteen users account for 33%
of the total car rental cost in the period. The highest user of the service (in RTENL) inciured costs
of €7.8k 1o the period under review,

In summary. use of the service 15 driven by output areas. with a small mumber of frequent users
driving demand,

1.3 Length of hire
The average length of hire across the emtire penod exanuned is approximately two and a half days,

broadly in hne with expectation when the service was introduced.  This 15 analysed by month
below:;

Average Length of Hire per month (2011 - 2013)
A5 =

= 2011
= 2012
I I I 2013

Feb Biar Apr May Jlum Ml Asg Sep Okt Nov Dec

We identified 16 lengthy rentals. ranging from 11 days to 28 days, m the period covered by the
review (cost of €9.1k).



3.4 Type of vehicle rented

The types of vehicles being rented under the contract with |jjjjjjijr are set-out below. For
illustrative purposes, we list the 1-2 day rental rate based on the existing contracted rates. (The 1-
2 day rate falls for rentals of a longer duration).

Class 1-2 day | Type # Cost % of

rate Rentals (€000) Total
IDMR €34 Hyundai i40 or similar 912 127 53.3%
CDMN €29 VW Golf or similar 205 28 11.9%
EDMN €25 VW Polo or similar 169 19 8.1%
FFMR €63 SANTA FE 2.0 63 21 9.0%
SVMN €45 Ford Galaxy7 pax 55 11 4.4%
CWMN €38 Hyundai i30 est or similar 50 10 4.2%
EBMN €25 Nissan Micra or similar 34 3 1.2%
IKMN €50 Ford Transit or similar 29 7 2.7%
CWMR €38 Hyundai 130 est or similar 20 4 1.6%
FDMR €55 Hyundai i35 or similar 11 2 0.6%
EKMN €28 VW Caddy or similar 10 2 0.7%
Various Various | Various 21 5 2.3%
Totals 1579 238 100.0%

3.5 Damage

Damage incurred during a period of rental is the responsibility of RTE (and it is a decision for
RTE whether to make a claim through its insurance policy).

We noted damage costs of €7.9k in the period covered by the review, primarily driven by three
separate instances of damage.



Findings

This section presents our findings on the use of the service and sets-out observations on the
overall vehicular transportation costs.

At the outset it is important to note that any analysis of the use of car rental as compared to
mileage must be considered in the context of other factors impacting underlying cost of travel: the
cost reduction programmes, falls in the level of indigenous output and lower staff numbers arising
from restructuring.

4.1 Use of the car rental service: overall use

a)

b)

As illustrated in Section 3.1 above, the use of the [Jjjjjjifr car rental service has increased
since its extension across RTE.

The cost increased by 28.5% from 2010 to 2011, which was the first full year of the extended
service. The level of usage also increased, by 9%, from 2011 (€105k) to 2012 (€116k).

The pattern of use in the first five months of 2013 highlights a 25% fall in the use of the car
rental service, which is most likely driven by a lower level of activity in production output and
budget cuts. (While mileage costs are also falling in 2013, we observed that the fall in the use
of car rental in the 2013 is almost twice the fall in mileage costs in the same period).

The use of the car rental service varies across divisions, but is predominantly used in
Television (64% of all car rentals / 60% in value terms).

Therefore, while the overall use of the service has increased since being extended across all of
RTE, there is scope to examine options for promoting increased use in other divisions.

Secondly, options for a car rental, or similar, service for individuals based outside of Dublin
merit consideration, especially given that mileage cost continue to be incurred by those based
in the regions. This point is illustrated by the fact that, in the period covered by the review:

e Mileage costs charged to two costpools — programme related costpools in Cork and
Galway, respectively — are equal to approximately two-thirds of the car rental cost for all
of RTE in the period;

e 13 of the 15 highest individual claimants of mileage are based in regional locations;

e Mileage charged to RTE Raidié na Gaeltachta costpools equates to nearly a quarter of all
mileage claims.

The top claimants of mileage are not using the car rental service. In the period from January
2010 to May 2013 we noted that the top 15 claimants of mileage incurred mileage costs of
€422k (circa 25% of all mileage costs in the period), but the corresponding car rental cost for
these individuals was only €1k. Therefore, individuals who are high claimants of mileage
merit a closer examination.

Similarly, we noted that two of the top five highest users of the car rental service are also high
claimants of mileage. This raises questions as to whether these individuals are maximising
the use of the car rental service and whether some of their mileage claims could also have
been replaced by car rental. We acknowledge that it may not be practical to travel to RTE and



dj

coliect a rental car before progressing on a business joumey i all cases and that a mix of both
mileage and car rental 1s likely to ocour depending on the jommey.

The contract is operating effectively from a day-1o-day process point of view. 1.1.'11‘11 vehicles
generally dropped off at the Donnybrook campus and the keys retaned by security. [N
is satisfied with the mmeliness of retums, with extension to rental being notified tﬂ-_
by the user, in advance. During the audit, RTE users did not raise any concerns with the
tumeliness of delivery of the vehicle, cleanliness of vehicle or adherence to category of vehicle

requesicd

4.2 Use of the car renfal service: ofher observations regarding use

&)

b}

0)

In general. the cars bemg rented are broadly in line with expectation when the service was
introduced. As illustrated by Section 3.4 above, 21% of rentals fit into the category of [.2L /
| 4L cars. A further 59% fall into the category of mtermediate 1.6L 7 1.8L rentals.

There 15 scope for improved cost efficiencies by increasing the wse of the CDMN (1.4L) band
of rental, which 15 15% - 31% cheaper than the intermediary 1.6L / 1.8L. vet suatable for most

types of production simalions.

6% of rentals are of jeeps / four wheel drive vehicles. While not possible as pan of this
review 1o examine the business reason for each individual renmal. the costpools with the
highest rental of these vehicles mdicate a valid business reason for hinng such a large vehicle
- transporting goods | products, remote network locations, programime relared, etc.

We did not dennfy any excessive use of houry cars, with any rentals for vahd editonal
reasons and nse on-air,

To take account of factors such as urgent bookings over the weekend. the existing processes
provide a facility for bookmgs directly by telephone or email. The booking is taken by an
admangstrarod i TN opo o the h.mlung system and, in the majority of cases. it process
for approval in a manner similar to all other RTE online bookings.

While this method of booking s intended to operate in @ small mumber of cases, we noted that
19.5% of bookings were made using a phone / email, as opposed to the user inputting the
booking via ﬂue? website. Bookngs by phone potentially reduce the time available 1o
make a comsidered decision on the cost effectrvencss of the vehicles and provide [N
with a sales opportunity to promote the rental of a higher class of velucle,

The duration of the rental is m line with miention at the tune of the introduction of the policy.
Cars are not being used for an excessively lengthy peniod of time, nor are cars being rented in
cifcumsiances when a taxi or other manspomation option would prove more appropriate.

= Only 16 rentals were for a duranon greater than 10 days

= While 147 {9%) rentals were for a penod of one day or less, in excess of 85% of these
rentals were for at least i day remtal. We identified two mstances of rentals which were
for an excessively short duration and an altemative transportation option would have been
more appropriate. [The remial is charged based on the duration of the booking. Some of
the % day remtals couwld, poremtially, have been returmed much earlier than the booked
duration, However, no data is available on the acimal return fime]



The review highlighted that the monthly reports provided by | lto RTE list the “return
date / time” as the booked return time, as opposed to the actual return time. Therefore,
extensions to the original approved booking will not be evident from the data. |l has
agreed to amend the reporting format from August 2013.

d) The data highlights that use of the car rental service is not being maximised during special
events. For example, as evident in section 3.5 above, we noted an increase in mileage during
periods of election. In contrast, the car rental costs in Section 3.1 do not highlight a
corresponding increase in usage.

The data highlights further scope to plan for the use of rented cars during such periods of
higher production demand.

4.2 Invoicing

We identified a number of instances of inaccurate charges being levied by |l due to
system errors:

e Where the period of rental was extended from that originally booked, we noted that
discounted rates for longer rental period were not applied in all cases. For example, a 1-2 day
rental is charged at a higher daily rate than a 3-6 day rental. However, an extension of a 2 day
rental to, say, 3 days was not always updated in the rate charged

e Some drop off and mileage charges being levied, even though these are exempt under the
contract

These inaccuracies involved RTE being overcharged for the rental in the amount of circa €5k.
I Vil provide a credit against the August 2013 billing. This matter also highlights a lack
of review or spot checking of the data.

We noted a small number of excessive toll charges, which are unreasonable based on the duration
of the rental, for example €190 (in one day rental), €113 (three day rental) and €81 (two day
rental). These charges are misclassifications and errors related to the issue outlined above.

4.3 Overall expenditure on vehicle travel / transportation costs

We have considered the impact of the car rental service on the total RTE expenditure on vehicular
travel.

By way of background, members of staff incur vehicular travel costs in three ways:

e Use of personal car and reclaim of mileage associated with the trip through the Transfare
system, at the agreed rates based on the size of the car. (Local cost saving arrangement may
be in place which provide for the claiming of a lower number of KMs than the actual length of
the trip, or the capping of mileage claims);

e Use of personal car and reclaim the petrol costs associated with the trip through the Transfare
system; and

e Car rental, vi{ -

The cost of each is set-out in the table below:



NWear l'.'-lr Petrol M'I.hlg! Total Vs 2010
Rental . -
2010 T5.210 43263 STTERG 606,360 106094
2011 !HE,EEE 57360 392672 TEs204 +5%
M2 115,719 63 464 4073 T4 671,588 A%
2013 (Actual .Iaﬂ—Mn}'} 45 893 23435 205979
200 3 Forecass) [05 242 S, 244 J42,855 A 44 ] I 3%
Fostmares;

—  The General Elecrion m Felamory 2011 conmmlusicd to o opee-off increase of spproximatcly €30k - €33k in mileage

= Ay patlimed m Secticn  milespe cosis are Based on the dars the mip was insumed aad cxchsles pakimng (ohach s
also mehided 10 the milesge accoumt code)

—  Thee ta the impact of “seascnality”™ ansing from lower output bevels m the summer mondhs, same caatron shoubd be
exercised i relsteon no the forecass for 2003, The forecast milcaps is detenmined oo an sxrapolaton based on five
months cost, vibbject to adjustment to the forecast bo refleet the seasonnbiby patien over previcas years.

We note the followmg in relation to the overall expenditure on vehicular transportation costs:

4.3.1 Use of car renfal

Car remtal has increased as a portion of the vehicular transportation cost, from 11% of total
vehicular transport cost in 2000 to 17% in 2012, The data for the first five months indicates thar

the rend is broadly unchanged (a1 16%0 of total cost).

4.3.2 Mileage cosis

The movement in mileage clamms in the persod covered by this review 15 zet-omt below,
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[Wode - the peneral election m February 200 | contnibuted 10 a lwge ancyease m clasms)

In summary, the level of mileage has fallen over recent vears. from €578k in 2010 10 €493k in
20012, The pattern has continned in the early months of 2013 and a further fall is therefore
forecast for the full year

The car rental contract with R «*: <tended to all divisions as a cost saving exercise in
order to replace mileage costs with the (cheaper) altermative of car rental. where feasible.

This objective has been achicved and mileage has fallen since the introduction of the car rental
service. However, the fall in mileage may arise for a variety of factors such as lower level of
oatput and cost reductions.

Therefore, in order o betler assess the success of replacing mileage costs with car rental, the
following chan maps the mnio of mileage to car rental costs, racking the mileage cost for every

€1 car rental cost. An mcreased nse of car rental as compared to mileage 15 reflected i a fall m
the matio.

Ratio of Mileage cost to Car Rental Cost
(Mileage cost in € per £1 Car Rantal cost incurred)
184
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We observed an increase in the use of car remtal in the period covered by the review. as evidenced
by a fall n the ration of maleage cost to car rental costs. Duning 2010, prior to the extension of
the service 1o all of RTE, on average €8.73 of mileage was incwrred for every €1 spent on cat
rental. As the vse of car rental expanded this fell to €6.12 in 2011 and. 10 2002, €4.54 of mileape

cost was mcwrred for every €1 of car rental. Thas has increased fo an average of €5.07 in the first
five months of 2003,

1"



4.3.3 Total vehicular transport cost
The cost of vehicular transport has also fallen: the full year cost in 2012 was 4% lower than 2010
and a further fall is forecast in 2013.

When the fall in production output and staff numbers is taken into account the decrease in
vehicular transport costs is at a slower rate than originally expected at the time of the extension of
the car rental service i.e. we would have expected to observe more displacement of mileage with
car rental in the period covered by the review.

4.4 Insurance arrangements

a) RTE has a number of insurance policies in place to cover key risk areas. The Motor Fleet
Policy addresses the area of motor insurance and vehicles leases or hired by RTE are covered
by the policy. The insurance brokers summary of the policy defines the “permitted driver” as:

“Any person driving with the consent of the Insured provided they hold a valid licence
to drive such a vehicle, or having held a valid licence are not barred from holding one.
(Drivers with driving convictions post or pending, and/or with medical conditions,
and/or with 4 or more penalty points need to be declared to insurers prior to permission
to drive being given)”

Marsh, 2013 Summary of Insurance

We noted the following;:
There is no formal process in place for drivers to confirm they are compliant with their
obligations under the RTE insurance policy
There is no formal process in place for notifying RTE of endorsements to licences or the
accumulation of excessive penalty points.

We also observed that the process for collecting driving licences from staff using the car
rental services is inconsistent across divisions.

We acknowledge that the latter risk (re: holding driving licences) is mitigated by the fact that
many of the individuals using the services are also registered for mileage and, therefore,
would have come within the scope the checking processes in place prior to being granted
approval to claim mileage (licence, class three insurance, etc.).

Some coverage of private vehicles under the “occasional business use” clause of the Motor

Fleet policy is permitted. This matter is addressed in a separate Internal Audit report on
Insurance Arrangements, to be issued shortly.
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5. Actions

The findings identified above may be addressed by the following suggested actions:

a)

b)

d)

The mileage data reviewed in this audit highlights that the Top 15 claimants of mileage incur
a quarter of RTE s annual mileage cost. The mileage charged by these individuals is also 1.25
times RTEs entire annual spend on the car rental service. There is an opportunity to take
targeted action to generate savings.

Therefore, the Finance Travel and Subsistence group should examine the Top 15 claimants of
mileage, as a separate project, and identify options to migrate some of their mileage to other
methods / systems — [l car rental, provision of a long term car rental during peak
periods of output, provision of a “pooled” RTE fleet car, etc. We acknowledge that any
actions agreed have to be applied fairly to all staff and rolled-out across the entire
organisation.

64% of car rentals are in Television IBD. Therefore, consider options for promoting the use
of the car rental service in other divisions.

This finding also reflects the fact that Radio and News and Current Affairs, in particular, have
a high proportion of mileage claimants based in regional locations which are not within the
scope of the car rental service. Therefore, consider options to promote the use of car rental, or
other services, in the regional locations of greatest mileage claims. For example:

e As explained in Section 4.1, the mileage cost incurred in two regional programme related
costpools alone is equal to two-thirds of the total RTE spend on car rental. In line with
action a) above, review the high mileage claimants in large regional costpools.

e Nearly 25% of RTE'S annual mileage cost is charged to costpools of RTE Raidi6 na
Gaeltachta, where thojj ] car rental service is not available. In conjunction with
action a), explore options for reducing mileage costs of the high claimants in RTE Raidio6
na Gaeltachta (examine car pooling, long-term rental, other options).

Improve the reporting and monitoring procedures in respect of the car rental contract. At
present the focus is limited to billing and monthly procedures relating to the upload of data
from the booking system to [Jjjjjilj- While the car rental service operates effectively via the
online booking system, there is scope to improve the monitoring controls.

Implement reporting procedures to track usage by division, costpool, top users, vehicle types,
etc. In turn, and in conjunction with mileage data from i} this data can be used to set
targets at divisional level and to monitor the use of the service generally.

Secondly, in light of the undetected overcharge highlighted in Section 4.2, improve
monitoring procedures to include monthly spot checks of the rental data provided by
I focusing on non-standard daily rental charges, unusually large toll charges, etc.

Consider the feasibility of amending the il bocking website to provide for
confirmation of valid driving licence and compliance with insurance conditions. This could
be achieved in a manner similar to the existing ,terms and conditions™ check box. Secondly,
agree a consistent organisation-wide compliance process — possibly annually — to check any
endorsements to licence, disqualifications, etc.
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e) Plan for better utilisation of the car rental service during special events. The last general
election resulted in an approximate increase of €30k - €35k in mileage as compared to an
increase of only €2k in car rental. There is potential to better utilise car rental for special
events.

f) Communicate and promote the car rental service via the corporate intranet. While the
booking website is accessible on the travel section of the intranet a general reminder of the car
rental service should be issued to all staff from time to time as an intranet “news item”. The
last such reminder happened in late 2010 and is therefore now overdue.

g) Originally used in Television, the car rental service was extended throughout the organisation
in the latter part of 2010 with Property and Services and Television maintaining a high-level
oversight role. The existing structures were not revised in a formal way following the
extension of the service throughout RTE and roles are not clear at present. It is therefore now
timely to examine the allocation of responsibilities, to formalise roles for the monitoring the
car rental service, to agree the role of the divisional finance / local teams and to better
promote the service as a business transportation option.

For the purpose of the internal audit tracking log, these actions will be coordinated by | N
with a target completion date of 30 November 2013. Actions a) and b) require specific input from
the Finance Travel and Subsistence group.

Conclusion

This memorandum outlines our findings following a review of the car rental service provided by
While focusing on car rental, the review also necessitated consideration of RTE"S
overall spend on vehicular transportation costs and, in particular, mileage.

Use of the car rental service has increased since being extended from Television to the entire
organisation in late 2010. The system is operating effectively from a day to day process point of
view, with no issues of note raised by RTE users or I cfficials. While the total vehicular
transport cost has fallen since the introduction of the car rental service, this fall must be
considered in the context of other factors impacting underlying cost of travel: the cost reduction
programmes, falls in the level of indigenous output, lower staff numbers, etc.

This review highlighted the need to promote the use of the car rental service in divisions outside
of Television and to consider options for a similar service in a small number of regional locations
which contribute to high mileage.

Given that the Top 15 claimants of mileage incur circa 25% of RTE'S annual mileage cost, there is
merit in examining alternative options for these individuals and rolling-out any follow-on actions
throughout the organisation. Further coverage of the mileage cost base would be achieved by
extending this review to cover a small number of high mileage regional costpools.

The undetected overcharge byjjjill (due to a systems error) is a cause of concern and
monitoring controls need to be strengthened as a result.

While a management request as opposed to a normal scheduled audit assignment, we rate this
assignment at the mid-point — “/mprovement Needed” — in the usual Internal Audit rating.
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Background

Background

Introduction

Corporate governance comprises the systems and procedures by which
enterprises are directed and managed. The Code of Practice for the
Governance of State Bodies (“Code of Practice”) is intended to provide:

“a framework for the application of best practice in corporate governance by
both commercial and non-commercial State Bodies.”.

The governance relationship between the Government and a State Body is
outlined overleaf. Compliance with the Code of Practice is mandatory for all
State Bodies and trading subsidiaries. The Code makes provision for certain
requirements to be applied proportionately to smaller Bodies.

The provisions of the Code of Practice do not override existing statutory
requirements and other obligations imposed by the Companies Act, Ethics in
Public Office Act, Standard in Public Office Act, statutory provisions relating to
the State body itself (i.e. Broadcasting Acts) and any other relevant legislation.

Reporting
On an annual basis, the Chair of the Board is required to report to the

Minister for Tourism, Culture, Arts, Gaeltacht, Sport and Media on RTE’s
compliance with the Code of Practice. Secondly, the Corporate Governance
section of the Annual Report contains a statement on the extent of RTE’s
compliance with the Code of Practice.

The External Auditors are required to review RTE’s disclosures and note any
inconsistencies identified in the Independent Auditor’s Report in the Annual
Report.

Code of Practice (2016)

The most recent version of the Code of Practice was issued by the
Department of Public Expenditure and Reform in 2016, and came into effect
for the first time for the year ending 31 December 2017.

The 2016 Code of Practice is accompanied by four “associated Code
requirement and guidance documents”. The four additional documents are
listed below:

= Business and Financial Reporting Requirements
= Audit and Risk Committee Guidance

= Remuneration and Superannuation

= Board-Self Assessment Evaluation Questionnaire

The Code comprises ten sections, as below. (See Appendix 1 for full details).

Contents of Code of Practice

1. Role of the Board

2. Role of the Chairperson
3. Role of Board Members
4, Board Effectiveness

5. Codes of Conduct, Ethics in Public Office, Additional Disclosure of
Interests by Board Members and Protected Disclosures

6. Business and Financial Reporting

7. Risk Management, Internal Control, Internal Audit and Audit and
Risk Committees

8. Relations with the Qireachtas, Minister and Parent Department
9. Remuneration and Superannuation

10. Quality Customer Service
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Background and Governance Framework

The 2016 update included key additional business and finance disclosures GD vyoernance Fjanlﬂ'}\fﬂlk

in the areas of hospitality expenditure, travel & subsistence, and details of
termination / severance payments.

A new Annex on Gender Balance, Diversity, and Inclusion to supplement
the existing Code of Practice was published in September 2020.

Governance Framework

The Governance Framework diagram (across) outlines the main features
of the governance framework relationship between Government and
State bodies.

The diagram does not purport to cover all aspects of this relationship Gharmnkie / Mamanry Lo
which will vary depending on the differing nature, scale and
responsibilities of the State body and the governing legislation establishing
the State body.

For example, the Broadcasting Authority of Ireland (BAI) is a regulatory /
monitoring body, specific to RTE.
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Objective and Scope

Objective and Scope

The purpose of this memorandum is to set-out our findings following an
assessment of RTE’s compliance with the Code of Practice for the Governance
of State Bodies, for the year ended 31 December 2020.

This assessment was carried out having regard for the nature of RTE’s business,
the governance obligations arising from the Broadcasting Act 2009 and other
related matters. Each paragraph in the Code of Practice was evaluated by
Internal Audit.

v The 2016 Code of Practice is within scope of this review.
Checklist

A comprehensive Code of Practice Checklist was submitted by RTE to the
Department for Tourism, Culture, Arts, Gaeltacht, Sport and Media
(‘DTCAGSM’) in the prior year, accompanying the Annual Report and the
Chair’s Annual Report to the Minister. In accordance with Paragraph 2.6 of the
2016 Code of Practice, this checklist will also be completed by RTE for the year
ending 31 December 2020. The Checklist addresses 134 items and requires the
attachment of relevant back-up information.

DTCAGSM Officials carry out a verification exercise on the contents of the
checklist, normally in a late summer / early autumn timeframe.

The Code of Practice impacts all aspects of the business and has relevance to all
risk and compliance activities. The key corporate risks addressed by the report
are as follows (Q4 2020 update):

Risk # 11 — Business Planning and Financial Prioritisation
Risk # 12 — Changes in Legislation / Regulation & Compliance
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Findings

S Internal Audit has carried out a review of RTE’s compliance with the Code of Practice for the Governance of State
Findings - YE 31/12/2020 Bodies for the year ended 31 December 2020. The key findings are below.

In considering compliance, we also consider the results of Internal Audit’s programme of work for 2020, the risk management activities and the annual review of
the system of internal control. We also checked RTE’s compliance against the DTCAGSM’s Code of Practice compliance checklist.

Results

V" The checks carried out by Internal Audit indicate that RTE is broadly compliant with the 2016 Code of Practice for the Governance of State Bodies. We noted
one exception in relation to procurement — see below.

V" Variations from the Code are for valid reasons, such as reflecting the nature of RTE as a Statutory Corporation entity, or were approved by DTCAGSM (and
confirmed in the document “Guidance on the application of Code of Practice for the Governance of State Bodies”, issued by the DTCAGSM).

v" Our other audit work during the year did not highlight any other material issues of non-compliance with the Code of Practice.

V" Appropriate disclosures have been made in the Annual Report and Group Financial Statements and in the Chair’s Report to the Minister.

Audit Exception — Procurement
X We noted one exception, in relation to compliance with the Public Procurement Guidelines

* The Procurement Compliance Internal Audit report highlights some instances of non-compliant procurement - see report for full details.

* The exceptions relates to 31 suppliers (2019 — 54), or 1.6% (2019 — 2.0%) of the cumulative 2020 payments to suppliers contracted through ] Half
of the exceptions are suppliers with a low level of expenditure, <€50k.

* As outlined in the report, some historic factors are relevant to the exceptions, especially the limited functionality of ] increases the difficulty of
tracking tendering arrangements and the system is at end of useful life

Actions
* Actions have been agreed to address the above matters including:
o Tenders will be carried out as necessary;
o Asignificant capital project to implement a new ERP system is in progress. This will replace legacy Finance and HR systems; and
o Oversight of key supplier relationships is being consolidated, resulting in better centralised managerial responsibility. Procurement activity is now
overseen by Procurement Managers, by expenditure category
» In addition, while not covered in this audit, new processes and policy is in place for the engagement of Contractors in RTE following the Eversheds review.
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Findings

Findings (Cont’d)

Conclusion

It is appropriate for the Chair’s Report to the Minister for Tourism, Culture, Arts, Gaeltacht, Sport and Media (in accordance with Paragraph 2.6 of the Code of
Practice) to confirm that RTE is compliant with the Code of Practice for the Governance of State Bodies, subject to a reference to the procurement exception and
the actions in progress.

While some procurement exceptions were identified in respect of 2020, the exceptions are not at such a level as to merit a disclosure of non-compliance with the
Code of Practice on the grounds of non-compliant procurement. Actions are in progress and a follow-on review by Internal Audit will take place in 2021 to
monitor the implementation of the actions. The aggregate value of the exceptions (‘non tendered' and 'tender status unknown’ categories) has decreased, in
total, by €1.7m since the equivalent 31/12/2019 year-end audit.

The disclosures required under the Code of Practice are being made and the Checklist will be submitted to the DTCAGSM with the Annual Report.

Rating: Compliant with Code of Practice
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1. Overview and Introduction

1.1 Background

Organisations of all sizes now rely on email as a key mechanism for internal and external communications. This provides significant efficiencies, almost instant
global communication and an ability to share data and information in multiple formats. Email systems and mailboxes have now become repositories for the storage
and transmission of valuable and sensitive data. It is therefore important for organisations to ensure that suitable messaging policies are in place, covering
appropriate use, email data lifecycle management and email data privacy and security. Increasing global cyber security risks and a heightened focus on privacy,
following the introduction of the General Data Protection Regulation, highlights the importance of ensuring policies and controls are robust and fit for purpose. A
review of RTE’s email platform, Office 365 Exchange Online, was therefore included in the 2018 Annual Internal Audit Programme.

1.2 Scope and Objectives

RTE identified the need for an independent review of the controls employed in its 365 Exchange Online environment. The internal audit review focused on security
and privacy, particularly in relation to the operation of the “customer managed controls” (those controls which can be tailored by RTE) employed in the following

areas:



1.3  Approach to Fieldwork

Our approach to the completion of the Internal Audit Review included the following actions:

An opening meeting to discuss the scope and approach to this review;

An appraisal of relevant risks in relation to the deployment of 365 Exchange Online within RTE and the risks inherent to 365 Exchange Online and email
environments generally;

A review of policies and procedures, where available;
Reviewing previous relevant internal audit reports and other sources of assurance in this area;
Discussions with relevant personnel to obtain an understanding of the processes and controls in place within RTE;

An analysis of the 365 Exchange Online Security and Compliance Configuration, focusing on accepted good practice and adherence to any specific RTE
security policies or defined standards;

A close-out meeting with relevant RTE personnel to communicate our initial findings and confirm their factual accuracy prior to producing this report.



2. Summary and Conclusions

2.1 Overview

(9]
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2.2 Summary Findings and Conclusion
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= — P

- | — E-




Responsgiility ! Date

Prigrity | Recommendation

Implicgtions

Findings

Ho.

10



Mo,

Findings

Imphcation

iority

Rechimmendation

sponsibility /1

=
=

11




RTE Internal Audit

Review of Purchase Order Compliance (Q3, Q4 2022)

26 January 2023

Circulation:

Richard Collins, Chief Financial Officer

Finance:

, Head of Procurement
, Procurement Category Manager
, Group Financial Controller

The contents of this document are confidential and commercially sensitive which should not be shared
internally or externally without prior consent from Internal Audit ET"E'



Table of Contents

Table of Contents

Background, Risk, OBJECTIVE QN0 SCOPE ....c.cuiiuiiuummmmmmnmmmmmmmmntemteetitttiiiiiiiiiiiiiiiiiiiiiiiissssssssssssssssssstesseseetsttsetteseesesesssssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssss 3
Findings ......cceeeeeennneee tersesssssssssssssssssssnssnnannnns S PPPPPPPPIIES 4
CoNClUSION AN REPOIT RALING .iiiiiiiiiiiiiiiiiiiiiiiiiinnennsentetetititititiiesssessiessssssssssssssssssssssssssssssssssssssssssesesssssssiesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssssssssssss 8

Page 2 ET-E_



Background, Risk, Objective and Scope

Background

Purchase Orders (‘POs’) are raised and approved on
based tool —
the value of the PO.

using a web-
. Approvers are determined by the costpool and

Tiered approval is provided for in line with RTE’s delegated authority limits.
Amounts above €2m. require Board approval (with some exceptions in line
with Board approved policy).

Goods are receipted on web by the requisitioner when delivered and
services are receipted when the service is completed. Invoices are either sent
directly to Accounts Payable by the supplier or from the
requisitioner/approver if the supplier issued the invoice to them. Upon
receipt of invoices in Accounts Payable, they are firstly scanned and
electronically copied onto the relevant supplier account on-.

The system controls within do not allow an invoice to be processed
for payment unless it matches the goods receipt value on the relevant open
PO (automated control). There is a 5% tolerance limit to allow for variances
such as delivery costs etc. (refer to the Risk Section). Payment takes place,
generally by EFT to the supplier’s bank account.

Procurement Policy

In line with the RTE Purchasing Policy POs should be raised and
approved prior to making any purchase commitment and before the invoice is
received. This is a key aspect of purchasing policy.

Previous Internal Audit (“IA”) reports highlighted that POs are sometimes
raised after the invoice is received, which is contrary to Policy. This has an
impact on the year-end accruals process for Finance teams as it increases the
level of manual investigation needed and the possibility of misstatements.

Objective

The objective of this audit was to review the POs raised for the two quarters
ended 31 December 2022 to ensure compliance with the Purchasing Policy.

The scope of our review covered all POs (including Capital WIP and
Commissioned Programmes) approved and processed for the two quarterly
periods ended 31 December 2022, with the following considerations:

A three days “grace” period was allowed;

Orders to the value of <€1,000 were excluded from the results;

All currencies were included;

The following categories of expenditure were omitted from the analysis:
% Competition Winners;

% Donations;

% Rates; and

x  Department of Foreign Affairs (travel recharges).

The key corporate risks addressed by the report are as follows:

= Risk #9 — Management of Finances and Business Planning; and
= Risk #10 — Legislation/Regulation & Compliance.

Other specific risks relevant to this report are as follows:

=  Fraud.

Page 3 RT-E_




Findings

Summary Findings

On review of the POs tested during the half year period ended 31 December 2022, we noted the following:

= The number of POs being raised after receipt of invoice increased slightly since the last review. The number of late POs was 29% for Q3 2022 and remained
at 29% for Q4. This is slightly higher than reported in Q1 &2 2022 (27%). See “1a) PO Summary — Number of Invoices” for further details.

= The monetary value of the POs raised after receipt of invoice fluctuated during the period: 19% in Q3 and a reduction to 15% in Q4. Please see “1b) PO
Summary — Value of Invoices” for further details. This represented an improvement on the position last reported (first half of the year).

= Two divisions (Content and Operations) are consistently higher in relation to the percentage share of late POs. Please see “2) Late PO by Division
Summary - % of All Late POs” for further details.
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Findings

1a) PO Summary — NUMBER of Invoices

PO Sumimary - Anakis of m of Imetsoes > £1,000
Previously Reported Current Period Under Review

Analysis of number of invoices | [N 8088003 | i 30830 [ G S03F ] Average
FOrs prior to invoice date BE% GE B&% BT
PO after the invoice date 2% 2% 25 FO%
Irnmaterial grace period (three days) 5% G 5% 4%
Tatal 10086 1005 1005 100%
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Findings (Cont’d)

1b) PO Summary —~ VALUE of Invoices

PO Summany - Analysn of valye of involces > £1,000

Analysis of value of invaices
POs prior to invoice date

Previously Reported

T8

Current Period Under Review

Bl

4%

A

82%

POs after the invoice date

20%

19%

15%

17%

Immaterial grace period (three days)

b

1%

Total

100%

100%

100%
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Findings (Cont’d)

2) Late PO by Division Summary - % of All Late POs

Late POs by Division Summary (% All Late POs)
Previously Current Period Under Review
Reported
Content - RTE 34% 34% 38%
Operations - RTE 27% 27% 26%
Audience, Channel & Marketing 11% 12% 13%
News - RTE 4% 3% 2%
Network - RNL 2% 5% 3%
Central Services - RTE 3% 2% 3%
Technology - RTE 5% 5% 3%
Finance - RTE 4% 1% 2%
Commercial - CEL 4% 7% 6%
Human Resources - RTE 4% 1% 1%
Content - IPU 2% 1% 1%
Commercial - RTE 2% 2% 2%
Total 100% 100%
Audit Key
Red % Denotes deterioration or static movement in the percentage of late POs from prior month.
Green % Denotes improvement in the percentage of late POs from prior month.
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Conclusion

Conclusion & Action

The results of our Purchase Order compliance review are broadly consistent with the last review, for the first half of 2022.

The level of late POs was 29% for both Q3 and Q4 2022. This represents the level of invoices being received in RTE prior to managerial approval of the
corresponding PO, contrary to RTE Purchasing Policy. The average for Q1 & Q2 2022 was 27%. (This result takes account of exclusions to our scope and a number
of days ‘grace’).

In monetary value terms, the average is 17%, compared to 20% for the first half of 2022 and represents an improvement.

Actions:

A Finance Working Group had been formally working to address the late PO issue. On a monthly basis, and in conjunction with IA, reviews were completed and
communicated to the business. However, this formal approach was discontinued during the pandemic and therefore merits revisiting.

The work and action of the Working Group should resume and continue in 2023 in conjunction with the local finance teams. It is on the basis of the above
findings that we assess the overall standard of the process as “Improvement Needed”.

Rating IMPROVEMENT NEEDED
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Executive Summary: Objectives and Scope

Introduction

The RTE National Symphony Orchestra (“RTE NSO”) was established in
1948. The Orchestra has a broad musical focus ranging from art music from
¢.1750 to contemporary classical Irish and International compositions. The
RTE NSO’s activities include live performance, broadcasts (most
performances are recorded live for broadcast on RTE lyric fm) and regional
tours. The majority of the RTE NSO’s performances are in the National
Concert Hall (“NCH”) in Dublin.

Music and Seasons

The character of the RTE NSO has remained firmly within the western
classical tradition of large-scale symphonic activity. It is seen as “Ireland’s
National Symphony Orcehstra”. Its Friday night season of approximately 30
concerts at the NCH (from September to May) is a central fixture in the Irish
music calendar.

The RTE NSO performs a number of concerts and workshops for
schoolchildren, as part of the Music in the Classroom series. Of late, and due
to necessary cost reductions, the RTE NSO has performed less frequently
outside Dublin. It is hoped that the situation will be improved by utilising a
less expensive touring model.

Orchestra Members

The Orchestra comprises 81 staff musician posts covering the following
categories of instruments: strings, wood-wind, brass, percussion and harp.
Other musicians (augmentees) are engaged as necessary to supplement the
core body of musicians.

The Principal Conductor of the RTE Symphony Orchestra is
International soloists and guest conductors are engaged to perform with the
orchestra for performances during the season.

M anagement Team

The RTE NSO’s management and administrative team comprises nine
employees. The General Manager has overall responsibility for the
orchestra’s management, artistic direction and in planning the musical
direction for each season / the content of individual concerts, consulting
with Alan Burbeyev where appropriate. The General Manager is assisted by
a day to day Orchestra Manager; a Marketing & Communications Manager
and Assistant; a Concert & Planning Co-Ordinator; a Librarian and an
Administrative Assistant. In addition, two full time Orchestral Assistants are
responsible for moving equipment/ instruments and for setting and
“striking” (dismantling) the stage before and after each rehearsal and
concert.

v" The scope of our audit was to review the key financial and operational
activities of the RTE National Symphony Orchestra.

X The scope did not include:

X IT Audit, e.g. of the _

To confirm the existence and operation of effective controls over the
primary financial and operating risks in the RTE NSO to include:

* Operations - schedule and performance planning; venue booking;
procedures for engaging guest performers; marketing etc.

* Revenue recording, including NCH billings;

* Employee contracts — fee payments including the processing of leave
without pay and sick leave;

* Health and Safety matters: at venues, noise audits, etc.;

* Hire and purchase of sheet music / music copyrights;

* Existence and recording of fixed assets;

¢ Rotation of musicians; and

* Financial matters/management accounts, including travel & subsistence.
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Executive Summary: Key Issues and Overall Conclusion

Casual Musician Contracts }
RTE Music Library Facilities '
Access Rightsto '
Instrument Storeroom
Over payment of M usicians '

Casual musicians in the RTE Orchestras are not issued with casual contracts of employment. They only sign
attendance sheets after each engagement.

We identified issues with the completeness and accuracy of music records. There is scope for a full inventory of
sheet music records, to include the assessment and documentation of the physical condition of the music
records.

The storage area for percussion instruments in the NCH is accessible by non-RTE personnel and is also used for
general storage. This increases the risk of theft / damage. Also, there are restrictions on the access times to the
storage area.

Musicians received a small overpayment of travel and subsistence while on tour. Meals were paid for by RTE,
but the musicians also received an allowance to cover meals, which is in breach of the RTE Travel policy. The
breach was identified by the local Finance team in advance of the audit.

Note: We also identified a small number of other control observations. See the action plan, attached, for further details of these issues.

The RTE National Symphony Orchestra delivered 94 performances during the 2013 calendar year, including 18 “educational performances”. In addition it
performed seven times with the RTE Philharmonic Choir. The total annual concert attendances was in excess of 79,000 people (including attendances when the
NSO performed with the Philharmonic Choir). The marketplace for musical/entertainment events remains competitive with a growing number of competing
entertainment events, particularly in the Dublin region. The RTE NSO operates in that competitive environment.

We identified opportunities to tighten controls, in particular contracting casual musicians, travel and subsistence, health and safety matters and instrument
storage facilities. The NSO management is committed to addressing these issues and some are in the process of being addressed.

The co-operation and assistance received from NSO and Finance personnel and staff during the course of this audit was greatly appreciated.

E IMPROVEMENT NEEDED

Page 2




REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B - AGREED ACTION PLAN

Finding Managemeni Compmeni Agreed Action Priority | Manager
responsible and
Completion Date

Personnel Related Cosis | Contracis

L Eee Pavinents A a) NS0 Adnunestrators will ensure that the M w
comect fee code 5 nsented to the system : 2

Background when processing hobiday pay.

Acsample of 26 musicians was selected 1o test the accumacy

of fee payments. The sample mciuded soloists, conduciors, | Agreed by Tax detarls of deparied employess wll m
contributors. augpnentecs awd temporary staff. Fee payiments _ be updated spon departae in a tunely 5 5
wers agresd fo pre-sgrecd paymend mles. or o signed manmer fo prevent fukure vnnecessary a1 March 2014
comtracts depending on e nanme of e performance. pavasents beine made should they be

Heliday pavments, PRSI dedociions and VAT-relafed reengaged

iransaciions were aluo reviewed as patt of our testing.

Risuits:

Nooisses of note were identified during testing. wth
miswcians engaged appropriately and pad according o pre-
defined mtes/ coptracted rates.

a) Holidwy Pay
Haoliday pay was paid cofrecily in 25 owt of 26 cases. ln
onie instance, an insemect fee code was applied on the

sipstpm by an NEO Administracor leading to
memrest heliday pay at 3% being paad. A code for each
rank 15 maweally  imserted by Admdnistrators  when
mpitting the monber of howrs worked

b) PRSI
PRE] was paud correctly m 2% o of 24 cases. In one
mstance. PRSI was pad to an ivdovideal engaged under
a special puest conract. PRSI shoadd st be applied on
this type of contract, This individual was {ormerdy an

engrloyes and the emor arose due to failune o apdate
h on the employes’s deparhe.
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date

2. Casual musicians. contracts Agreed. This matter will be considered by the M
_) Orchestra management with a view to 31 May 2014
Testing strengthening control while also having
During testing of personnel related operating costs we regard for the administrative effort
selected a sample of payments to contractors and staff and associated with 60-70 attendance sheets per
agreed these to supporting paperwork. week.
Findings

While noting that all payments were supported by some
form of paperwork, in some cases a timesheet, casual
musicians in the RTE Orchestras are not issued with casual
contracts of employment.

There is an agreement (September 2004) between RTE and
the Musicians Union of Ireland for the rates and terms for
freelance musicians when performing with the RTE NSO.
The rates are updated periodically.

This agreement requires a formal contract for each
engagement, and sets out fees payable in the event of
cancellation within certain timeframes. However, formal
contracts are not issued by RTE to casual musicians.

While this risk is already well understood and highlighted in
previous audit reports, in the event of a dispute with a
musician, the absence of a formal contract increases the risk
of a lack of clarity regarding the terms of the engagement
and differences may be more difficult to resolve in the
absence of a written contract.

In mitigation, some progress has been made in addressing
this issue since the previous audit but other more pressing
HR matters took priority leading to the delay in full
implementation.

RTE Internal Audit Page 4



REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA

B - AGREED ACTION PLAN

Finding Managemeni Comement Agreed Action Priority | Manager
responsible and
Completion Date |
i Unpaid Leavie of Absémee Agreed 17 A remunder will be issued o ensire tht M

1)

]

Testing
Two tests were performied oo unpaid leave, as fallows:

A samiple of 10 mstances of leave witlsst pay dhiing
2013 were sxammed to ensure that authonsation forms
were m place and approved m advanee,

Fundings-

Signed suthontabon forms were o file for 9 of the 10
instances of leave, approved in sdvance asd
agreement with HRE — data, Ope form was not
on file. [n matigacion, & sigeed leter of application fos
leave was nvailable

From our samiphe in inding & 1 (Fee Paywrenisl above,
we compared a sanple of 5 ndrviduals engaged on &
casual basis to cover unpaid leave to the comesponding

data to ensare that the ndivadual they were
covenng for nctially took unpaid leave

In all § cases the details comesponded 1u-
unpaid leave datn and o ssues were noted

[eave of Absence aurbonsation fomms
will be subnutied and fled for all
mstances of mpanl leave.

27 Mo action needed.

Dfnech 2014

RTE Internni Audir

Page 5




REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B - AGREED ACTION PLAN

Finding Manngemeni Comement Agreed Action Priority | Manager
responsible and
Completion Date
Fisinmekil
4. Overpaymmenl of subsisiense Agreed. The Intenum General Manager BETE NSO H Toterum Creneral
_J will ensure that overpayusent of sobsistence Maager BTE

A sample of NS0 staff was selected m order to review travel will be recoisped on & imely basis
il subsistensce  claims: two  froan  adosidsirative S
management staff s fwo masacimms,

ST { t
: arch =014
There were no issnes noted m the case of the sdmanestrative |

mazeazenaeyl safl and all pecepts for espenses clamed were Thee M50 General Mamager will laize with Interim General
on filke, The clains were approprtely processed wia the Orchestrn Manager fo agree procedures Manager BTE

Transfare. for subsastence on MNE0 ioms i advance -u-_i'
the tour, and to ensare adbérence o the RTE
Ly the cawe of the ionsiciang. i was ioded thal smsicisn Travel Palicy.

travelling ou the Jobn Mirray Roadshaw Tonr to Luimenck.
Waterford and Galway i June received a daily allowsisce
(DA 1) despate also having the food pad for while on fowr
Thee foblowing is an extract from the BTE Travel Policy:

“Where an RTE staff meniber wle wonld pormally quefify
for snbsistence wider the regulations recerves a el that s
aire claimed for wmder entertabmnent, Teafer snbsisrence
alloviance & rediced by the Day Allevwance 1, This nile alo
applies & cases where e meal f beng clamed by oo
c..'.lf.l'mgr.lp imder entertanmmeni, ar i p.::r.l' i .?ﬂ mavotiver
avgaritation or b5 provided free of charge as part of o
conference pocknge. "

An overpayment therefors occurred for all mnesicians (81 1 on
tour. esmnaated af o value of approxamately €3k Thas s
currently i the process of being recouped

In mtigation. this sppeared to be an selated mneident
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date |

Health and Safety

5. Risk Assessmentson venues Agreed. The Orchestra Manager will ensure that a M
risk assessment is carried out prior to any arc
Testing concerts being scheduled in a venue.
We selected six venues from the monthly RTE NSO
schedules to test whether a health and safety risk assessment In instances where it is not possible to fully
form was completed for each venue prior to the concert. complete the risk assessment prior to
attending the venue for the concert, the
In selecting venues we focused on “non-standard” venues Orchestra Manager will gather as much
such as regional venues and schools which are not regularly information as is possible and issue an
on the Orchestra’s schedule. interim risk assessment to orchestra

members if specific hazards are identified.
Finding
1) A risk assessment was not carried out in one instance.

2) We received a risk assessment for the remaining five
out of six venues. However, we noted that the risk
assessment for one venue was not fully completed until
the musicians were onsite (i.e. completed late).

The specific details are as follows:

e No risk assessment:
This related to a school visited by the NSO for RTE
Children's week (Education Project). A risk assessment
was not carried out for this venue due to staffing
changes at the time. This is an isolated incident.

e Late completion of risk assessment:
In certain instances, when the venue is particularly far
away, the risk assessment process commences prior to
the visit but is only completed when the Orchestra
Manager has travelled to the venue with the orchestra
on tour. This creates a risk that an issue / hazard could
arise on site, before the risk assessment is complete.

RTE Internal Audit Page 7



REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date

6. Orchestra Safety Statement Agreed. The Health and Safety Statement for the L
_ Orchestras will be updated for any changes 30 April 2014
The Health and Safety Statement for the Orchestras has not required by new legislation, working
been updated since 2010. practices and/or changes in management

structure / responsibilities.
While the current Safety Statement is generally acceptable
from an operational viewpoint, the document needs to be
updated for recent organisation structural and personnel
change and for “general housekeeping” matters. It is also
timely to update for any other business changes, given the
passage of time.

7. Health and Safety M

arc 14
Redacted — relates to a specific medium priority Health and Safety issue; circulated to the Health and Safety Manager in hard copy.
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA

B - AGREED ACTION PLAN

Finding Managemeni Comement Agreed Action Priority | Manager
responsible amd
Completion Date
Musie Librarvy and Copvrighits Al
Muisle Library Becoids Discussions  are  owrently m | The ssoes idenfified i fnding a) wall be M m
train regarding replacemend of | wpdated and corrected on il B T 31 Dhiarch 2
Backgrournd which mught affect when

! |i||.1'.'-|'l|'|l !‘ll:l'l-ﬂﬂl

Minsee s subject o copyright Baws and must therefore be
hared ar pirchased for vse i pantcular concerts. In the EUT,
mnsic 45 subject to copyright uotl te composer has been
dead for over 70 years,

Testimy

Five paeces of mmsic wied mn conceris during the penod
covered by the andit were selecied for tesiing. Hived mmesic
was Baced back to voices asd porchased mesic was

comparsd fo 1I|¢- sysin recaonds

Two=way teshing was also performed by selecting five pieces
of wusee rasdondy rom the (Lilaary) system aasd
tracing these through o the location on the physical Library
floor, followed by reverse testimg of five pieces Fom the

Library floor back :n-aﬁlr:m records

Findings
al  Congrlereness aind Acenracy of Misie Records

We identified tesues with the completeness and accumey of

the recording of library holdings as fallows:

System to Library Floor:
Inone of tie five mstances tested, the catnlogone mamber on
- did il frace back 1o the liboary Qoo

- Lilwary Moo ta Lysben,
There was no lsting o1

selected on the Library [

for one of the five pisces

wventory  and  updabnne  of
catalogue can' should be carmed
out.

Poted

A Rall inventory of music on fle wall be
cnmied oot In addition fo recording up o
date  information on the location and
exitence of nmsic, tlas wall also afford an
oppornoty fo record amy sets of nnssic o
poor condifion

hamager RTE

RTE Intermnal Andie
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B - AGREED ACTION FLAN

Finding Managemeni Comement Agreed Action Priority | Manager
responsible and
Completion Date

i Conditton of Mk

- There was no Condoctors seore enclosed o one
mstance, making the mmsie wsable af short nobice

- Twa sels of the same gdece of music were on file m
amther mstance, one sot being unasable wnd takimg op
some of e limited storage space,

= Some sets of music stored m the bbrany were. worn ot
and wnssable. Whle the - system iy sdennfy a
pisce of mnsic, there is sometimes no firther conument
gecorded in arder to wack the current condition of the
TSk

A foll invewtory of music on file @ therefore reconmmended

9. | Storage of Music in Donnvbrook Archive The assessment of old lsioric | Au inventory of maksic on Gl in the L m
matenal may oeed the mput of | Donnvbrook  Archives, amd 115 condition. / Intermm Cren:
Manager RTE

Theere is a lack of space o store all of e mosic an sile m | specialist  masdc  apchivists’ | wall be camed ot
the NCH ard mus:c from Insh comgpossrs is therefore stored | hbranans. The mmenfory review
i tlee arclive rooms in Doonybiook. Tls masic continoes | will abko inchide an sssessment | Consideration will be given o seeking
to be in use and is part of the RTE NSO's performance | of the most appropriate storage | storage of physically vulnerable or unique
library. We noted the followine: lecation, which neay be extenal | musie in a moge suitable location elsewinere,
1o RTE having regard for the nahure of the music

1y The musee siored m the aschive rooms in Donnybrook 15
stored m boxes on high shelves above shonlder heighs,
poqpiiring the boxes to be lifted wp aed down: Music | Boved.
shownld ideally be stored in bags as 15 the case in the
WOCH Libwary

23 The exastence of two separale Mmuske shorime areas Can
create adnmusrative inefficiencies. with unnecessary
tinse speit on ravel between locations. In mitizaton,
NSO concerts are planned months m advance allowing
sufficsent nme for peosic o be organised. Secondly, the
music stored i Donnybrook = needed on s less
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA

B - AGREED ACTION FLAN

Finding

Managemeni Compment

Agreed Action

Priority

AManager
responsible and
Completion Date

frequent basis

3 Some of the older mnsic from Irish composers sfored
the Archives is the onginal copy and the only existog
set of scores | parts available, Every time this music e
used by BTE there is a rak of parts/ scores being lost,
the nmwsic becoming damaged and eventually, wnsable.
It 1% often &y expectation by composers that ETE wall
preserve this omginal music, some of which BETE will
never have a nse for again.

A srock suseqsinent of 1he musie Woved in the Doy laook
Archive nnd iz condifion is warmanted

Shills

We noted tleat there is no iminediate depary, of replacemwent
idewhified i the event of absence of the Litwaramn,

Constderation should be given to crganising traiing
work/shadowiig of e Libranan’s role in the event of 3
shori-tenn absence

Given the current skill sef of the
W50 team 1 would be possible
far one of a ouosber of
individoads to be given some
nudimentary fraining i how the
bbrary works. to  cower
eferEency situations. Al present
this 1= not o workable solution
dne to staff vacancies. For the
Futiere (mnd when' if fhis position
shpould become vacant) it meght
be an idea to adagt the role of
the Admurstraton Assistant to
one of "Operations Assistant” or
sistular where a person wath
musical knowledge as well as
admimstrative skills would be
recrusted and would therefore
have the capabilicy w help out
dunng  short-term  absences of

Tmin.ing fwork-shadowing of the Librarian &
role will be organssed with another member
of staff 10 ensure a replacement is availalile
if peeded af short notice

[mterim Greneral

Al

RTE Internai Audir
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B - AGREED ACTION PLAN

Finding Managemeni Comeneni Agreed Action Priority | Manager
responsible and
Completion Date

other members of the team. This
wonld lkave the added benefit of
allowmg for possible promotion
opqsrmsniies for that persoa wid
contuanty of expenience and
developinest  of staff  which
would be of benefit o RTE.

=T}

Fized Aoty

11. | Access rights to instrument storeroom Apread. Consideration will be Eiven io iJn-uaJiiug F ] i |
_ cnge or ofher secure strachare for howsing
ai  Secsriy ol Nrsirniens expersive and'or delicate ssmunsents i
The storage area for the Orchestra s mstroments in the NCH order to protect them from potenfial damage
15 accessible by oon-BTE persoisel and is -also used fog and 1o secure them from sccess by non-RTE
geneml storage. This increases the nsk of damage to, amd sinff

theft of: the intriments,
The key to access this arca will be beld by
b Opevattrg Howes for aeci3sing (e upmenl SO -roi the Chelwestra Mamager amd will pot be
The instrument store-room s enly accesmible ®1 certain accessible 1o pon-RTE personnel

nimes. For examgde, ot w6 pol possilde 1o access a when
another concert k= takimg place. This sometimes leads o
wisirugnents temnporarily siored w areas wlich other non-
RTE perfonners can easily sccess, increasing the msk of
thefi.

This s particularly relevant o cases where the onisicians
have performed off-site and the mstroments most be
returned 1o the NOH storenooin.

Thas assue aleo owreases the risk of annecessary overtume
pavments for the Orchestral Assistants
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA

12.

Finding

Fixed Asset Register and Labelling of instruments

Testing

Five assets were selected from the Fixed Asset Register
(“FAR”) for physical inspection and to confirm their
existence. Furthermore, a sample of three instruments were
selected from the store-room and traced back to the FAR to
test the completeness and accuracy of records.

Finding
All instruments selected for physical inspection were
located.

Other Matters

It was difficult to identify certain instruments and to link
them to the FAR, in circumstances when there was more
than one of that type of instrument listed.

There is no internal asset ID number or labelling on any of
the instruments linking back to the FAR. For example, in the
case of the double bases, it is difficult to identify each
separate instrument on the FAR for depreciation purposes.

There is currently a project in place to collect and deliver the
instrument numbers to Finance for insertion into the FAR,
where possible, thereby addressing the issue above. This
project had commenced in advance of the audit and is
progressing.

Most instruments have identifiable serial numbers other than
some string instruments and small percussion instruments.

RTE Internal Audit

M anagement Comment

Agreed.

S

B —AGREED ACTION PLAN

Agreed Action

The project to collect and deliver the
instrument numbers to Finance for insertion
into the FAR will be completed and kept up
to date going forward.

(This project had commenced prior to this
audit).

Priority Manager
responsible and
Completion Date

30 April 2014
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA

B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date |
Rotation

13.

Rotation of musicians

Background

Rotation is the consequence of an artistic decision regarding
the number of musicians required to perform specific
repertoire. If a piece within a music programme, or an entire
programme, has been reduced for artistic reasons then
musicians will take turns in being relieved from certain
programme duties and will be “on rotation”. While on
rotation the musicians are “on call” should they be required
at a later stage.

The tracking of rotation is recorded in notebooks by “book-
holders” in each section of the orchestra. The purpose of this
process is to ensure consistency and fairness in who is being
rotated off the performance and to keep a record of it.

Testing

Rotation books from two sections - First Violins and Violas-
were requested for review and a walkthrough of how the
process works was performed and documented.

| ssues:

a) Format of Rotation Books

The format of the rotation books currently in use is difficult
to follow. Small pocket-sized notebooks are used for each
section with recordings made in pencil. There are different
rotation approaches in use across each section.
Consideration should be given to introducing a roster format
that will be uniform across all sections and be easy to
follow. Soft copy rosters would facilitate easier tracking of
rotation.

RTE Internal Audit

Agreed.

The current format of the rotation books will
be changed to a soft-copy roster format that
is uniform across all sections and easier to
follow for tracking purposes.

Rotation rosters will be submitted weekly to
the Orchestra Manager for sign-off. This
new approval will facilitate the tracking of
musicians:

e  Working the concert

e  On-call

e Not working

In instances where current book-holders are
not Section Leaders, the Section Leaders
will replace the current book-holders,
managing rotation in liaison with the
Orchestra Manager and ensuring the
Orchestra Manager to make final decisions
as necessary.

!” gprl' !u !
!!! !pr1| !!! !
!! l!’ay !!!!
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REPORT ON RTE NATIONAL SYMPHONY ORCHESTRA B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date

b) Approval by Orchestra Manager

The Section Leaders and the Orchestra Manager are only

consulted re: rotation when an issue or problem arises

amongst the musicians. While the Orchestra Manager is

ultimately responsible for the area, there is no formal

approval process by the Orchestra Manager of Rotation. In

addition, the musicians themselves have no editorial

management responsibility and therefore should not have the

final authority over who is playing certain concerts and who

is assigned to rotation.

RTE Internal Audit Page 15
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Introduction, Background and Risk

Introduction

RTE Transmission Network DAC is a wholly owned subsidiary of RTE and
trades as 2rn.

This report sets out the findings of Internal Audit’s review of the financial
processes and internal control in 2rn, in conjunction with the annual
financial control self-assessment questionnaire. This report should be
considered in conjunction with the 2rn Risk Register.

Background

The effectiveness of internal control and the annual review of same for
2rn is governed by two external requirements, being:

» Code of Practice for the Governance of State Bodies (“the Code”); and
» Companies Act 2014.

Code of Practice for the Governance of State Bodies:
Section 1.8 of the Code states that:

“The Board has responsibility for ensuring that effective systems of internal
control are instituted and implemented. The Board is required to confirm
annually to the relevant Minister that the State body has an appropriate
system of internal and financial control in place.”

Each year, as part of the year end process, Internal Audit carries out
testing and review of internal controls of 2rn to ensure that the Board of
RTE is in a position to sign-off on its responsibilities under the Code. In
addition to updating the Risk Registers, each RTE division and corporate
function completes a self-assessment questionnaire which forms the basis
of Internal Audit testing of internal financial controls for the RTE Group.

In the Annual Report for the year-ended 31 December 2022, the Board
of RTE is required to confirm that, through the Audit & Risk Committee,
it has conducted a review of the effectiveness of the system of Internal
Control in the Group. This report forms part of the Committee’s
consideration.

Companies Act 2014:

The Companies Act 2014 imposes a requirement on directors to include
a Directors' Compliance Statement in the annual directors' report. The
directors are required to confirm their responsibility for securing the
company's compliance with certain relevant obligations and to confirm
that assurance measures (actions) have been carried out or if they have
not, to explain why.

This audit is an important input to Internal Audit's programme of work
to provide assurance to the directors in this area.

The key RTE corporate risks addressed by the report are as follows:

= Risk #1 — Commercial Revenue;

= Risk #8 —Management of Finances and Business Planning; and
= Risk #10 - Legislation/Regulation and Compliance.

(Based on Q3 2022 rankings, currently under review)

Other specific risks relevant to this report are as follows:

Fraud; and
Regulatory / maintaining proper books of account.
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Objective and Scope

The objective of this audit was to review the company’s internal financial control and processes and conclude on the effectiveness of same.

The scope of our review covered the internal financial controls set-out in Appendix A from 15t January 2022 to 31t December 2022 and included the following
considerations:

» Testing the existence and operation of the key controls in place in respect of the financial processes in 2rn; and
» Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the results of our testing.

The scope did not include:

X IT audit of the financial systems; and
X A full regulatory audit of the Tariff Pricing Models.

The Internal Financial Control review does not represent a full financial audit of each process.
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Controls

Key Controls

The key controls in place in respect of the financial processes in 2rn are set-out in the table below:

Process

A Purchasing and Accounts Payable

B Sales and Accounts Receivable

C Cash and Treasury

D Inventory

E Fixed Assets

F People Payments

G Management Accounts/Financial Close

H Tax Compliance

Overview

Raising and processing of Purchase Orders (POs); receipting; processing of supplier invoices;
compliance with Purchasing Procedures and Guidelines including tendering and the use of
purchase cards; amendments to masterfiles; and payment procedures.

Reviewing procedures for set-up of new customers and credit status; invoicing customers;
cash collection procedures and account management; credit notes; segregation of duties;
and reconciliations.

Maintenance of bank accounts; recording of cash transactions; payments to suppliers and
other parties; reconciliations; segregation of duties and authorisation sign-off.

Recording of inventories, stock movement; provisions against carrying value; and
authorisation of write-offs.

Recording assets; valuation; additions and disposals; capital expenditure projects; sign-off
and approval.

Payroll payments; personal expenses; recording of annual leave; reconciliation to General
Ledger; segregation of duties; and filing of returns.

Preparation; review and clearance; financial close; intercompany accounts; manual journals

and suspense accounts.

Preparation and submission of VAT workings for returns; PAYE/PRSI; Professional Services
Withholding Tax; DWT and CT.
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Findings

We verified the existence and operation of the 2rn financial controls within the scope of this review. Please refer to Appendix A for details of the specific controls
tested and the audit activities undertaken by Internal Audit.

v The ratings assigned to the financial control questions in each of the process areas highlights that a strong control environment exists, with the average
control effectiveness rating 94% across the financial processes. In general, the ratings are broadly consistent with those reported last year and are consistent
with those reported by other RTE Divisions.

v The effectiveness ratings assigned to the financial controls in the Internal Financial Control Self Assessment Questionnaire are reasonable and, for the
sample tested, consistent with the underlying controls in place. No issues were identified in this audit which merit classification as “key management issues”.

Other matter:

»  Segregation of Duties: It is difficult to achieve full segregation of duties in smaller Finance functions and the 2rn Treasury and Payroll functions are not fully
segregated as a result. In order to address this, over recent years, 2rn has segregated a number of key controls as a mitigating action. For example, all payroll
and banking transactions and postings are approved by the Financial Controller. All bank reconciliations are also signed off by the Financial Controller and
Payroll journals are posted by Central Finance in RTE. These controls operate effectively, and we have no findings to report in this regard
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Conclusion and Report Rating

Conclusion

Each year, as part of a broader review of compliance with the Code of Practice for the Governance of State Bodies and the Director’s Compliance Statement,
Internal Audit carries out specific work in the area of financial control in each RTE division.

Specific audit work has been undertaken in relation to financial control in 2rn for the year ended 31 December 2022, focusing on key controls. Responsibility for
majority of financial processes resides with local Finance in 2rn as opposed to Central Shared Services in RTE Group Finance.

Internal Audit has verified and tested the operation and effectiveness of a sample of financial controls in 2rn as noted within Appendix A. The results of our

testing has been merged with the results of the completed Internal Financial Control Questionnaire — please see Appendix B. This highlights that a strong control
environment exists across the financial processes within scope.

It is on the basis of the above findings that we assess the overall standard of the process as “Satisfactory”.

Report Rating . SATISFACTORY
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A - TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

A Purchasing and Accounts Payable
Risk Summary: Inappropriate, fictitious, or late payments to Suppliers.
A.1 | Purchasing and Tendering
1) Competitive tendering procedures exist, underpinned by | e Examine one 2rn tender in 2021 and examine documentation, | Inquiry, Observation and
Purchasing Procedures and Guidelines. evaluation sheet, award letter, eTenders notification, etc. Inspection.
A.2 | Payment Procedures
2) Segregation of Duties: the staff members responsible for ordering/ | ¢  Assess the design of Segregation of Duties procedures. Inquiry, Observation and
receipting goods are not also responsible for processing payment Inspection.
of invoices.
3) All invoice payments and payment runs are authorised by | ¢ Test one EFT payment run (for both Domestic and non-domestic) and | Re-performance.
appropriate personnel. review for authorisation. Trace payments through to bank
statements and General Ledger.
e Test a sample of invoices from the payment run for proof of prior | Re-performance.
approval before payment.
4) Invoices are paid by their due date and in accordance with Late | ¢ Examine a sample of the invoices on_ to verify that they were | Inquiry, Observation and
Payment Regulations. paid by due date. Inspection.
A.3 | Creditor Reconciliations
5) Creditor reconciliations of key supplier statements are performed | e Test one creditor reconciliation and ensure all reconciling items have | Re-performance.
on a monthly basis and reconciling items are properly followed up been followed up and cleared the following month.
and cleared.
6) The creditors’ listing in the creditor’s ledger is reconciled to the | ¢ Test one creditor reconciliation and ensure the creditors’ listing | Re-performance.
creditor’s balance per the GL control account on a monthly basis. agrees to the GL.
A.4 | Purchase Card
7) RTE Purchasing Card Guidelines. e Test one Purchase Card envelope and verify that supporting | Re-performance.
documentation is in place with appropriate approval.
B Sales and Accounts Receivable
Risk Summary: Bad Debts, credit risk and / or inaccurate accounting treatment.
B.1 | Customer Sales
8) Credit control procedures are carried out prior to granting credit | ¢ Review set-up procedures and checks undertaken for one new | Inquiry, Observation and
status to new customers. customer (credit checks, credit limits, payment in advance etc). Inspection.
9) Procedures are in place for processing customer orders and formal | ¢ Inspect contract/Accommodation Request Form (ARF) with | Inquiry, Observation and
contracts or supporting documentation are filed. supporting documentation for one order. Inspection.
Review of 2rn Internal Financial Control Page 8




REPORT ON 2RN INTERNAL FINANCIAL CONTROL A — TESTING OF CONTROLS

Key Control Activity Summary of Test of Control Testing Approach

10) | All discounts from rate card are approved by an appropriate | @  Verify sign-off and prior approval in one instance where there was a | Inquiry, Observation and
official in advance. deviation from the rate card, if applicable. Inspection.

B.2 | Debtor Reconciliations
11) | Reconciliations of the debtors listing to the Debtor’s control | ¢ Test one debtor reconciliation and ensure the debtors’ listing agrees | Re-performance.

account in the GL are performed and reconciling items are to the GL and review reconciling items.
properly investigated.
12) | Areview of the aged debtors report is performed each month with | ¢  Test one aged debtor listing. Re-performance.

particular emphasis on overdue balances.
B.3 | Credit Notes

13) | Credit notes are approved by a senior official after considering the | ¢  Test the approval of, and reason for, a sample of credit notes | Re-performance.
reasons for the credit note. selected from [l Consider the appropriateness of the
Approver.

C Cash and Treasury
Risk Summary: Incomplete, unauthorised or incorrectly accounted for cash transactions due to either fraud or error.
C.1 | Banking of Lodgements
14) | There are appropriate segregation of duties between receipts of | ¢  Assess the design of segregation of duties procedures — post opening | Inquiry, Observation and

orders, invoicing, receipts of cash and follow-up of overdue procedures, banking lodgements, posting to the debtors account, etc. | Inspection.
accounts.
15) | There are financial procedures in place for handling and recording | ¢ Test a sample of lodgements and check timeliness of recording in | Re-performance.
of receipts in a timely manner. books.
16) | Cheque receipts are banked on the date of receipt, logged and | ¢ Verify, through observation, that cheque receipts are logged, | Inquiry, Observation and
reconciled. All cheques are pre-numbered and sequentially reconciled and sequentially controlled upon opening post. Inspection.
controlled.

C.2 | Bank Reconciliations
17) | Monthly reconciliations are prepared for each bank account and | ¢ Test one bank reconciliation for each bank account for a sample of | Re-performance.

all reconciliations are reviewed and initialled by a senior official. periods and check for review by a senior person.
18) [ All reconciling items are investigated and cleared before the | ¢ Test that reconciling items were cleared by following month, where | Re-performance.
following month end. applicable.

C.3 | Payments to Suppliers
19) | There are formal cheque signing procedures, including dual | ¢ Confirm that formal procedures are in place for cheque signing and | Inquiry, Observation and
signatories and authority limits. There is also formal procedures for non-cheque payments (EFT etc) and verify dual signatories based | Inspection.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

A - TESTING OF CONTROLS

Key Control Activity

Summary of Test of Control

Testing Approach

and authority limits for non-cheque payments (direct debit, EFT,
BACS, etc).

on authority limits.

C4 Loan Covenants

20) | Procedures for the recording of borrowings, interest and loan

repayments exist.

e Test one quarterly compliance certificate to Barclays outlining
compliance with covenants. Test the calculation of the
formulae/financial data.

Re-performance.

D Fixed Assets

Risk Summary: Misappropriation or incorrect recording accounting

treatment of assets.

21) | Fixed Asset additions are approved in accordance with group | ¢ Request the sighed A196 form for one recent 2rn capital expenditure | Inquiry, Observation and

procedures and authorisation limits. project and check that the A196 was completed properly and signed | Inspection.
off in advance of the project.

22) | There are procedures in place for the recording and valuation of | ¢  Test the Fixed Asset Register was reconciled to the GL for sample of | Re-performance.
fixed assets (Fixed Asset Register) and the Fixed Asset Register is periods.
reconciled to the General Ledger on a monthly basis.

23) | Additions and disposals are approved in accordance with group | e Test one addition and one disposal, verifying they are appropriately | Re-performance.
procedures and authorisation limits. authorised in writing by a senior person.

E Inventory
Risk Summary: Inventory listings are misstated.

24) | There are accurate and complete stock listings, recording volumes | ¢ Request the most recent inventory listing and review the | Inquiry, Observation and
and values of stock by individual stock item. reconciliation between the stock listing and general ledger. Inspection.

25) | There are effective procedures to identify obsolete stock items | e  Verify that any stock right-off has been approved by an appropriate | Inquiry, Observation and
and all stock right-offs are approved by appropriate officials. person. Inspection.

F People Payments
Risk Summary: Payments to fictitious employees, unauthorised amendments to data and incorrect records.

26) | There is effective segregation between payroll preparation, | ¢ Assess the design of the Segregation of Duties procedures. Inquiry, Observation and
verification of payroll data processed, authorisation of Inspection.
amendments, authorisation of payroll payments and posting to
the books of account.

27) | Personal expenses are approved in line with group procedures and | e«  To be addressed as part of RTE Group audit work in this area Re-performance.
guidelines and all claims are checked for: authorisation, arithmetic
accuracy, legitimacy and supporting documentation/receipts.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL

28)

29)

30)

31)

32)

33)

34)

35)

36)

37)

Key Control Activity
Payroll data on il is reconciled to jjjjijrayroll records.

The PAYE/PRSI return to the Revenue is reconciled ol and
-payroll records on a monthly basis.

Management Accounts

Risk Summary: Proper books of account not being maintained.
There are formal month end close procedures and monthly
management accounts are prepared and submitted to Central
Finance in the standard monthly group reporting format by the
reporting deadline.

All account balances are reconciled monthly prior to closing the
books. Reconciling items are investigated, as necessary.

All intercompany balances (inter IBD and inter legal entity, both for
Income Statement and Balance Sheet) are reconciled prior to
closing the books, including confirming that the balances agree
with the relevant parties. Reconciling differences are investigated
and cleared before the following month end.

Manual journal entries have adequate supporting documentation
and are approved by a senior member of the finance team.

A procedure detailing the calculation of specific accruals exists and
is consistently applied.

Taxation

Risk Summary: Non-compliance with tax regulations

There are procedures in place to ensure compliance with VAT
regulations and the VAT returns are reconciled to the GL.

There are procedures in place to ensure compliance with
PAYE/PRSI Regulations.

There are procedures in place for timely and correct submission of
any other relevant taxation returns (PSWT, DWT and CT).

Review of 2rn Internal Financial Control

A - TESTING OF CONTROLS

Summary of Test of Control

Test the reconciliation between- and -payroll records for
one period.
Test the reconciliation between PAYE/PRSI returns to Revenue to

B 2o [ records for one period.

Test that management accounts are approved and submitted to
Central Finance for one month.

Test that all account balances are reconciled before the submission
of management accounts to Central Finance.

Test that intercompany balances (both P&L and B/S) have been
reconciled for one month and agree to confirmations from the
relevant parties.

Test that supporting documentation is on file for a sample of manual
journal entries and that they were approved by a senior member.
Test for one month, that the accruals listings are available and
reconcile to the GL.

Test that VAT workings reconcile to the GL for one month.

Test that the VAT workings were provided to Central for filing.

Test that PAYE/PRSI returns have been correctly filed on time for a
one period.

Test that returns agree to back-up and have been filed on time for
one period.

Testing Approach
Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.

Re-performance.
Re-performance.

Re-performance.
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REPORT ON 2RN INTERNAL FINANCIAL CONTROL B — CONTROLS RATINGS

INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE
Year Ending 31 December 2022

Summary of Effectiveness Ratings

Section

Process Area Maximum Percentage
Score

Procurement and Accounts Payable

B Sales and Accounts Receivable

C Inventory

D Cash and Treasury

E Fixed Assets
F People Payments
G Management Accounts/Financial Close
H Taxation Compliance
Note:

Taxation: also covered as part of audit work on the Director's Compliance Statement.
Treasury: additional audit work undertaken to check compliance with the Dept. of Finance's Requirements and Conditions document (re: Financial Transactions of Certain
Companies and Other Bodies Act, 1992)

Review of 2rn Internal Financial Control Page 12



RTE Internal Audit

Review of Compliance with the Code of Practice for the

Governance of State Bodies
Year-ended 31 December 2019

9 April 2020

Circulation:

Director-General

Members of the Audit and Risk Committee
Executive

Coda ol Practice for the Govarnance o
State Bodees




Background

Background

Introduction

Corporate governance comprises the systems and procedures by which
enterprises are directed and managed. The Code of Practice for the
Governance of State Bodies (“Code of Practice”) is intended to provide:

“a framework for the application of best practice in corporate governance by
both commercial and non-commercial State Bodies.”.

The governance relationship between the Government and a State Body is
outlined overleaf. Compliance with the Code of Practice is mandatory for all
State Bodies and trading subsidiaries. The Code makes provision for certain
requirements to be applied proportionately to smaller Bodies.

The provisions of the Code of Practice do not override existing statutory
requirements and other obligations imposed by the Companies Act, Ethics in
Public Office Act, Standard in Public Office Act, statutory provisions relating to
the State body itself (i.e. Broadcasting Acts) and any other relevant legislation.

Reporting

On an annual basis, the Chair of the Board is required to report to the
Minister for Communications, Climate Action and Environment (“DCCAE”) on
RTE’s compliance with the Code of Practice. Secondly, the Corporate
Governance section of the Annual Report contains a statement on the extent
of RTE’s compliance with the Code of Practice.

The External Auditors are required to review RTE’s disclosures and note any
inconsistencies identified in the Independent Auditor’s Report in the Annual
Report.

Code of Practice (2016)

The most recent version of the Code of Practice was issued by the
Department of Public Expenditure and Reform in 2016, and came into effect
for the first time for the year ending 31 December 2017.

The 2016 Code of Practice is accompanied by four “associated Code
requirement and guidance documents”. The four additional documents are
listed below:

= Business and Financial Reporting Requirements
= Audit and Risk Committee Guidance

= Remuneration and Superannuation

= Board-Self Assessment Evaluation Questionnaire

The Code comprises ten sections, as below. (See Appendix 1 for full details).

Contents of Code of Practice

1. Role of the Board

2. Role of the Chairperson

3. Role of Board Members

4. Board Effectiveness

5. Codes of Conduct, Ethics in Public Office, Additional Disclosure of
Interests by Board Members and Protected Disclosures

6. Business and Financial Reporting

7. Risk Management, Internal Control, Internal Audit and Audit and

Risk Committees

8. Relations with the Oireachtas, Minister and Parent Department

9. Remuneration and Superannuation

10.  Quality Customer Service
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Background and Governance Framework

The 2016 update included key additional business and finance disclosures
in the areas of hospitality expenditure, travel & subsistence, and details of
termination / severance payments.

Governance Framework

The Governance Framework diagram (across) outlines the main features
of the governance framework relationship between Government and
State bodies.

The diagram does not purport to cover all aspects of this relationship
which will vary depending on the differing nature, scale and
responsibilities of the State body and the governing legislation establishing
the State body.

For example, the Broadcasting Authority of Ireland (BAl) is a regulatory /
monitoring body, specific to RTE.
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Objective and Scope

Objective and Scope

The purpose of this memorandum is to set-out our findings following an
assessment of RTE’s compliance with the Code of Practice for the Governance
of State Bodies, for the year ended 31 December 2019.

This assessment was carried out having regard for the nature of RTE’s business,
the governance obligations arising from the Broadcasting Act 2009 and other
related matters. Each paragraph in the Code of Practice was evaluated by
Internal Audit.

v The 2016 Code of Practice is within scope of this review.
DCCAE Checklist

A comprehensive Code of Practice Checklist was submitted by RTE to DCCAE in
the prior year, accompanying the Annual Report and the Chair’s Annual Report
to the Minister. In accordance with Paragraph 2.6 of the 2016 Code of Practice,
this checklist will also be completed by RTE for the year ending 31 December
2019. The Checklist addresses 134 items and requires the attachment of
relevant back-up information.

DCCAE Officials carry out a verification exercise on the contents of the
checklist, normally in a late summer / early autumn timeframe.

The Code of Practice impacts all aspects of the business and has relevance to all
risk and compliance activities. The key corporate risks addressed by the report
are as follows:

Risk # 11 — Managing of Finances and Business Planning
Risk # 12 — Changes in Legislation / Regulation & Compliance

Page 3
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Findings

Findings - YE 31/12/2019

Internal Audit has carried out a review of RTE’s compliance with the Code of Practice for the Governance of State
Bodies for the year ended 31 December 2019. The key findings are below.

In considering compliance, we also consider the results of Internal Audit’s programme of work for 2019, the risk management activities and the annual review of
the system of internal control. We also checked RTE’s compliance against the DCCAE’s Code of Practice compliance checklist.

Results

v" The checks carried out by Internal Audit indicate that RTE is broadly compliant with the 2016 Code of Practice for the Governance of State Bodies. We noted
one exception in relation to procurement — see below.

V" Variations from the Code are for valid reasons, such as reflecting the nature of RTE as a Statutory Corporation entity, or were approved by DCCAE (and
confirmed in the document “Guidance on the application of Code of Practice for the Governance of State Bodies”, issued by the DCCAE).

v Our other audit work during the year did not highlight any other material issues of non-compliance with the Code of Practice.

v Appropriate disclosures have been made in the Annual Report and Group Financial Statements and in the Chair’s Report to the Minister.

Audit Exception — Procurement
X We noted one exception, in relation to compliance with the Public Procurement Guidelines

The April 2020 Procurement Compliance Internal Audit report highlights some instances of non-compliant procurement - see report for full details.

The exceptions relates to 54 suppliers, or 2.0% of the cumulative 2019 payments to suppliers contracted through-. Nearly half of the exceptions are
suppliers with a low level of expenditure, <€50k.

As outlined in the report, some historic factors are relevant to the exceptions, especially the limited functionality of- increases the difficulty of
tracking tendering arrangements and the system is at end of useful life

Actions
e Actions have been agreed to address the above matters including:

O
O
©)

Tenders will be carried out as necessary;

A significant capital project to implement a new ERP system is in progress. This will replace legacy Finance and HR systems;

Oversight of key supplier relationships is being consolidated, resulting in better centralised managerial responsibility. Procurement activity is now
overseen by Procurement Managers, by expenditure category; and

New processes and policy in place for the engagement of Contractors in RTE following the Eversheds review.
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Findings

Findings (Cont’d)

Conclusion

It is appropriate for the Chair’s Report to the Minister for Communications, Climate Action and Environment (in accordance with Paragraph 2.6 of the Code of
Practice) to confirm that RTE is compliant with the Code of Practice for the Governance of State Bodies, subject to a reference to the procurement exception and
the actions in progress.

While some procurement exceptions were identified in respect of 2019, the exceptions are not at such a level as to merit a disclosure of non-compliance with the
Code of Practice on the grounds of non-compliant procurement. Actions are in progress and a follow-on review by Internal Audit will take place in 2020 to
monitor the implementation of the actions. The aggregate value of the exceptions (‘non tendered' and 'tender status unknown’ categories) has decreased, in
total, by €0.4m.

The disclosures required under the Code of Practice are being made and the Checklist will be submitted to the DCCAE with the Annual Report.

Rating: Compliant with Code of Practice
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REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE

APPENDIX A

The Code of Practice for the Governance of State Bodies ceti-out a lagge number of requirements, tos detaded to cover Inthis appendiv. However, the 1able below sets-out & high-bevel
summary of the key compliance sctivities and RTE Policies applicable to the main sections in the Code of Practice.

1-5

The Board and Directoss

" & = »

Role of the Board

Role af the Chairperson

Rale of Board Members

Board Effectiveness

Cordes of Condhect, Ethics in Public Office, Additional
Disclosure of Interests by Board Members and Protected
Disclosures

RTE Polides [ Documents and Other Key Compliance Activities
Board

Matters reserved to the Board for consideration and decision
Dategated Authority Limits — both updated in 2018

Code of Business Conduct for RTE Board Members

Directars’ Register of Interests

Directors’ Emolument Forms

Board Papers and Board appointment [ induction process
Board Approved Budpet

Chalr's annual report to the Minkster in acoordance with
Paragraph 2.6 of the 2016 Code of Practice for the Governance of
State Bodies ["Chair"s Report)

Board Committeas and terms of reference

Board Self-Assessment Evaluation Questionnaire

RTE Statement of Strategy

RTE Rewised Steategy 2020 — 2024

'Dt-"rﬂr complionce documents
Code of Business Conduct for RTE Employees

Good Faith Reporting Policy
RTE Staff Manual

RTE Annual Report disclosures, including Corporate Governance
repart

Business and Financial Reporting

Annual Report and Financial Statements
Adelitional Reporting Reguirements

RTE Annual Reporn and Groap Financial Statements
Chale’s Repoit

RTE Subsidiary Company Annual Reports
Independent Auditors Report

Risk management, Internal Contral,

Internal Audit and Risk Committess

Internal Contral
Review of EHectiveness of Internal Control

RTE lournalism Guidelines
RTE Contert Standard Guidelines

RTE Internal Awdit




REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE

APPENDIX A

Section Toplc RTE Policies / Documents and Other Key Compliance Activithes
s [ntennal Audit Function ®  RTE Social Media Guidelines
*  Risk Managemaent = RIE Child Protection Policy
*  Aydit and Risk Committee *  RTE Grievanca Procedure
= Risk Management pobcy and structures
s RTE Top Strategic Risks and Key Risk Indicators
& Quarterly Risk meeting with Risk Sponsors and Risk Owmers
= [iyishonal Risk Registers
®»  The Board's annual réview of Intermal control and risk
managerment
w  Auditand Risk Committee"s oversight of rsk and Intemal Confrod
#  [ndependent Auditor’s Report
*  Internal Audit Charter
»  RTE Fal Trading Policy and Procedudes
»  HTE Fair Trading Complaints Procadures
B | Relations with the Direachtas, *  Parent Departmental Dversight Role s Oversight Agreement between RTE and DCCAE
Minkster and Parent Department »  Performance Deltvery Agreements »  Annual Statement of Performance Commitments ["ASPC")
s Perodic Critical Rewiew & RTE Public Service Statement 2015
#  Procedures for Procuremant s RIE Statement of Strategy
*  Property Acquisition and Disposal of Surples Property &  RTE Revised Strategy 2020— 2024
= Capital Imeestment Apprasal = Murchasing Procedures and Guidelanes
& Tax Complianee = Capital Project Approval Process and Capital Committes
#  Reportsand Accounts of State Bodies & Asset disposal process
e hdditlonal Reporting Arrangenvenis = RTE Tax Compliance Statement (Section 225 Compandes Act 2014}
*  Legal Disputes Involving Other State Bodies
3 Remuneration =  Hemuneration and Superannuaton =  Remuneration and Management DBeveloprent Sub-Commities
& Travel and Oificial Entertainment ®  RTE Annual Repon disclosures
*  Confirmation in Chair’s annual report 1o the Minister
= RTE Travel Policy
10 | Qwality Customer Service Customer Charter =  Complaints Process
Custorner Action Plan & ASPC

Disglay and Content of Charter and Action Plan

Competition Yoting Terms & Conditions

RTE Internal Awdit




REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE

APPENDIX A

Section
Gaidance Dociments

Tople

Barsiness and Financial Reparting Requirements

RTE Policles / Documents and Other Key Compliance Activities

= Chair's annual report bo - the Minkster in acoordance with

Paragraph 2.6 of the 2016 Code of Practics for the Goeernance of

State Bodies

RTE Annual Report and Group Financial Statements
RTE Subsidiary Company Annual Reports

Monthly Management Accounts

Interim unaudited accounts (six months)
Dedegated Authority Limits

Annual Budget

Audit and Risk Committes Gusdance

furdin B Risk Commiites Terms of Reference
Supdin & Risk Commiites Seff-Assesament Questionnaine

Remumneration and Superannuation

Remuneration & Management Development Sub-Committes

Remuneration Disclosures in Annual Report

Roard-5elf Assessment Evaluation Oheestionnaire

N/A
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Background and Scope

Background

Intreduction
The purpose of this memorandum & to set-out the findings of an Internal
Audit review of the year-end cost allocation process,

In 2003 RTE introduced a cost allocation process to meet a range of reporting
regquirements under broadcasting legistation, accounting standards, the EU
Transparency Directive and other national reporting requirements set-out by
the Department of Communications, Enesgy and Matural RBesources,

The cost albocation process comprices a sel of GBnanclal procedures carried
ot by Grougr Fingnce, subsedqueent 0o the yeas-end socowunting chose, in order
to facilivate the preparation of the wegmental information note in the Annoal
Report (Mote 2k The cost allocation process facilitates the presentation of
Fewenings and costs as follows:

o Sepmental analyss of revendes and costs by Integrated Business Divishsn
[“IBD") in line with RTE s organisation structure;

o Segmental analysis of revense and costs by channel, werdice and
broadeasting genre and between public sendee and non-public cendce
actiatbes.

The process i carreed out within a standalome Geseral Ledger Cost
Allecations Database of the [ financial system, with Microsoft Excel
used as the reporting tool.

Allocation Methodology
Dhrect costs are charged in the first instance o the |BD, activity od

prograrame to which they relare, or through whick they are controlled.

Indirect costs 3t an IBD level ase allocated o specific activities or
programmes wsing consistently applied principles. For examiple, payroll
related operating costs associated with particular programenes are allocated
based on the staff assigned to the programme and / or the number of hours
spent by staff members on the programme activity,

Other indirect / shared service costs are allocated to the IBD consuming the
sarvice wsing appropriate full cost absovption costing methods. Centrally
provided shared services encompass activities which are carried out centrally
on behalf of 1B0s. These senvices indude HR Shared Services, Technology,
Corparate Communications and Groug Finance,

The cost of the corporate HO & not allocated 1o 1BDs and is reported as an
“other” segmeent

The allocations process takes place atter the year-end financial close, utilising
a copy of the live JJ database. The process is performed by RTE Group
Finance using the allocations functionality of [N

Objective and Scope

The scope of this audit was the cost allecation process, as outlined in the
Cost Alocation Process Ovenview manual,

This avdit was undertaken in accordance with an Internal Audit work-
programme and ivohied awdit work in each of the following areas:

Process documentation;

Process review,

Accuracy and appropriateness of the cost apportionment rationale;
Accuracy and approgriateness of the rules allocating costs to ‘receiving
costpoois;

= Operational of model

rager  RTE




Scope and Risk

Objective and Scope (Continued)

The audit sample size is set-out in Appendix 1, selected from the output of “Run 2” of the allocations model. (From an operational point of view, audit testing was
carried out in the “Allocations 2015” Agresso Database, in period 201605).

The scope of the audit was as follows:

v Reviewing the reasonableness and appropriateness of the methodology underpinning the cost allocation process in place in respect of the financial year-ended
31 December 2015;

v" Verifying the accuracy of the operation of the allocations model for a sample of triggers by tracing the process, end-to-end, through the model;
v Checking a sample of the output of the model to the disclosure note in the Annual Report; and
v" Verifying the operation of the monitoring controls.

The scope did not include:

X IT aspects of the- Allocations database.

KPMG will place reliance on this audit as part of the year-end statutory audit.

The key RTE corporate risks addressed by the report are as follows:
= Risk # 3 —Management and prioritisation of financial resources

The audit is relevant as it addresses an area which is important to RTE’s legal and regulatory compliance.
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Findings, Conclusion and Rating

Findings & Recommendation

We conclude that the cost allocations model is operating effectively and, having regard for the sample set-out in Appendix 1, is based upon consistently applied
and objectively justified principles.

The basis used to allocate direct, inter-divisional and central shared service costs is reasonable and, for the sample tested, consistent with the supporting
documentation verified as part of this audit. The Microsoft Excel based reports used for financial reporting are consistent with the underlying- records.
The Agresso Allocations Database used for the allocations process is consistent with the ”Iive"- General Ledger Database.

We recommend that the Cost Allocation Process Overview Manual is updated to reflect the changes to the trigger rationale and allocation basis which arose as
part of the 31 December 2015 year-end allocations process. This will ensure that the manual continues to remain relevant and provides an up to date written
record of the allocations process.

Overall Conclusion

The RTE Annual Report presents important segmental information by division and channel in Note 2 d) and Note 2 e). This disclosure fulfils an important legal
and regulatory requirement and promotes transparency in the reporting of the RTE revenue and cost base. A cost allocation process, which is undertaken by
Group Finance at year-end, facilitates the preparation of the notes.

Internal Audit has carried out a review of the cost allocation process. Based on the samples tested as part of this audit, we conclude that the cost allocations
model is operating effectively. We noted no issues of concern as part of this audit and the standard of control is assessed satisfactory.

We would like to thank staff in Group Finance for their assistance during the course of this assignment.

Rating . SATISFACTORY
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Appendix 1 = Audit Sample Size

mpty Corporate Human Resources costpools

2 iliocate Property and Service costpoods

3 mpty Technology costpools

4 dience research contracts

5 arious brosdcasting costs in Television

3 prnmercial Sales costs allocated to Channels
7 dflocate Studio 3 News costs to programmaes
B aliocate Radio broadcast costs 1O programimies
g Dutside Broadcast costs

10 arious support )/ back-office costs

11 apital Expenditure allocation

12 nitral Training costs®

* This is & newy tragger in the current limanciad year.,

** Financial Data is redacted in circulation 1o non Group Finance réecipients of the report,

Prage: 4
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Background and Scope

TS

Background

Marsh Ireland was selected as RTE’s insurance broker following a restricted
tender process in September 2010. In return for an annual brokerage fee,
Marsh arranges the annual procurement of insurance policies to address
applicable insurance risks, manages the administration of the insurance
policies and manages the claims process on RTE’s behalf. Marsh also
provides ongoing advice on insurance coverage during the term of the policy.

RTE’s insurance arrangements are coordinated via Central Finance, with input
from the RTE Solicitors’ Office and Human Resources, as necessary. The
Insurance Administrator, reporting to the Head of Procurement, is RTE’s
central contact point with the Broker and administers day-to-day queries
regarding insurance coverage, indemnity letters, the processing of claims, etc.
All matters relating to the media liability policy, and any associated claims, is
managed by the Director of Legal Affairs.

Policies

RTE, like any organisation, faces a variety of business risks and has a number
of insurance policies in place to mitigate the risks arising. Some policies have
a limit, or claim excess, and may also have certain exclusions.

RTE has insurance policies in place to cover the following categories of risk
areas:

* Public liability

*  Employer’s liability

* Media liability (broadcast risk)

* Directors’ and Officers’ liability

* Pension Trustee liability

* Business interruption

*  Other business — engineering, computer, travel, marine transit, and crime
*  Motor fleet

Claims

A Liability Claims Review meeting takes place twice per year attended by
Marsh, RTE’s principal insurer , the solicitor appointed by the insurer
to manage claims and various RTE representatives (Finance, Health and
Safety and Human Resources).

A Liability Claims report is maintained by the Broker to track ‘active’ claims
and is circulated at regular intervals. The report lists each claim and tracks
the nature of the claim, the present position of the claim, the outstanding
reserve, amounts paid etc. At the time of writing RTE has a number of open
claims dating back to October 2004. The majority of claims fall into a
category best described as “slips, trips and falls”.

Before an incident reaches the status of a claim, RTE has a policy in place
regarding the reporting of accidents, with a template Accident on Duty form
posted on the intranet for completion by the injured party and his / her line
manager.

[eanar |

The scope of the audit was organisation-wide. The objectives of this audit
were to:

v" Review the insurance cover in place in RTE and assess the adequacy of
same;

v" Review the accident tracking, monitoring and reporting procedures;

V" Assess the process by which claims are administered, defended and
processed;

V" Assess the efficiency of the coordination between the different RTE
departments which have a role to play in the area under review; and

v" Consider the arrangements in place for securing indemnity from third
party contractors.

The scope did not include a review of the process and strategy for defending
claims arising under the Media Liability policy.
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Key Issues and Agreed Action

Accident reporting
and recor dkeeping

Claimshandling process

I nsurance arrangements

for Contractors

The findings are set-out in the action plan. The key management issues are set-out below:

There is scope to improve the recording and management of accidents events. The audit identified
instances of accidents currently the subject of a liability claim, but which were not recorded on the central
log of accidents. We also identified instances of inconsistent information held by departments, such as
accident reports logged by HR, but not recorded in the insurance files in Central Finance.

We noted limited formal metrics / KPIs to track the nature, frequency and location of accidents. These
areas are now in the process of being addressed.

Having reviewed a sample of active claim files, we observed delays in managing correspondent from the
Personal Injuries Assessment Board. We also identified opportunities to improve the administration of
claims.

There is no formal written policy in place for the management of accidents. Such a policy is an important
prerequisite to put RTE in a strong position to devise a strategy and approach to dealing with a claim,
should one arise. The policy would clarify the timing of an engineering report; the individual(s) required
to attend when the engineer attends on site; policy regarding the taking of photos upon notification of
accident; and policy regarding retention of CCTV and other physical evidence and related matters.

Reliance is placed on personnel locally (in the divisions) to check the insurance arrangement of third
parties engaged as part of productions — special effects, stunts, specialist studio production personnel. In
many cases the person engaging the Contractor has no specialist knowledge of the insurance checks
which should be carried out, or the risks involved. While an advisory service is available via the Broker /
Insurance department to assist the divisions, there is scope to improve the awareness of this service and to
carry out insurance briefing sessions in this regard.
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Conclusion

Gpen )

This audit involved a review of RTE’s insurance arrangement. While not extending to a full review of health and safety, which is audited separately, the audit also
necessitated consideration of accident tracking and reporting by line management to Human Resources. HR is reliant on Line Managers locally to notify that an
accident has taken place.

It is important to acknowledge a number of positive aspects of RTE’s management of insurance. Firstly, RTE has a low history of accidents and claims, given the
size of the organisation and the scale of business operations. Most accidents relate to minor slips, trips and falls. RTE has appointed a qualified Broker to advise
on all insurance matters, the policies in place and the management of claims. Regular meetings take place with the Broker and the Insurers. Adequate insurance
policy coverage is in place, having regard for the nature of RTE’s business and the risks faced. A governance structure is in place with liaison between Legal,
Finance and Human Resources. Finally, the Broker has not raised any issues with the manner in which insurance is currently being managed.

The audit highlighted some areas for improvement including: accident management and recordkeeping, aspects of the claim handling process and matters relating
to third party Contractors. The actions to address these areas are set-out in the attached action plan.

Some of these actions are complete, or are already in progress. In addition, following changes in personnel, a number of improvement initiatives in the area of
accident management and reporting had started in Human Resources prior to the commencement and the audit. These actions have been documented in the action

plan, where relevant.

The nature of the claim process is such that some of the active claims reviewed in this audit relate to events which occurred, perhaps, one or two years ago.
However, process improvement have taken place since that date although it takes time for the benefit of those improvements to be observed.

We appreciate the assistance of the relevant personnel during the course of this audit.

=
’— By | mpr ovement Needed
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
! : ; , Responsible :
Accident recor dkeeping
“1. " Tncompleterecords: accident log “Accidents will be Togged by the Health and Safety functionin ' H e

Central Human Resources. Done

We reviewed the Central Human Resources log of accidents as part of this

audit. (See also finding #6 and actions re: communication to Line
Managers).

Five accidents which are currently the subject of a liability claim were not

recorded on the Central Human Resources log. This may be due to the fact

that the accident:

e had been omitted from the log in error, or

e was not reported to HR in the first place.

Secondly, the Central Human Resources log of accidents was compiled

retrospectively, in early 2013, for the period 2010 to 2012 inclusive. This

approach adversely impacts the availability of timely, up to date information.

(We noted that new accident recording procedures have been implemented by

the Health and Safety Manager).

2. Incompleterecords: insurance claim files Revised procedures have been agreed between Finance and M F

Human Resources and the flow of information / accident one

During our review of files for sample of current insurance claims®, we reports is set-out in a revised RTE Accident / Incident

identified examples of insurance claims which only came to the attention of Reporting Flowchart.

the Insurance department via the Plaintiff’s solicitor.
See also finding #7 on the policy for the management of
Two of a random sample of eight insurance claim files examined as part of accidents.
this audit did not have an accident report on file: either because one was not
completed by the injured party, or because the form was not shared with the
Insurance department. In these cases notification from the Plaintiff’s solicitor
alerted the Insurance department of the accident.

! Unless specifically stated, when references are made to “claims” or “claim files” in this document, media liability claims were not included in the sample audited. See Ex. Summary for scope of audit.
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible

While not identified as part of our random sample, we were informed of
examples where the accident report had to be sought and prepared
retrospectively, once the matter was the subject of a claim.

As a result, RTE’s approach to managing the claim is sometimes reactive —
see finding #7 for further details.

3. Records maintained in different departments See finding #2 above. L N/a

We compared the accident reports filed by Central Finance to the Central
Human Resources log of accidents.

We identified five instances of accidents logged by HR, but which were not
recorded in the insurance files in Central Finance.

There is also scope to improve the management of files and to consolidate all
relevant data / reports in one central file. Currently, different departments
may retain separate files for the same event.

Accident reporting

4. " Reporting of statistics/ KPIs A new policy on the reporting of accidents will be put in M =
place. Using the accident log set-out in finding #1, this will Wﬁmr 2013
Accident reporting involve the quarterly reporting of summary accident statistics
We noted limited formal management report of accidents and the absence of and KPIs to the Group Head of Human Resources, the
ongoing metrics / KPIs to track the nature, frequency and location of Managing Director Corporate Development and others, as

accidents. As a result, it is currently difficult to identify trends or patterns of =~ deemed necessary.
accidents or ‘near-misses’.

Learning from accidents
We noted the absence of a consistent policy in place in RTE for:

e Providing feedback / learning points to operational line management to
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible
prevent future accidents, and
e Follow-up reporting on accident events to the department where the
accident occurred.

Approximately 13 of the current / active claims relate to incidents in a defined
production studio area, thereby affording an opportunity for specific action
and briefing for line management locally in the department.

e Six of these claims relate to alleged injuries suffered by two individuals,
both working in the same department. While acknowledging that the area
involves manual work, and is therefore at higher risk of accident, the
pattern of claims in the area in a short period of time is a cause of concern
and further training and action may be required locally.

5. Accident on Duty form The Accident on Duty forms will be revised and updated on M
the intranet. Done
RTE has two “Accident on Duty” forms — one to be completed by the injured
party and one by his / her supervisor or line manager.

The existing Accident on Duty form on the intranet is out of date and could be
improved. For example, we consider the question “ do you intent to make a
claimagainst any third party” to be inappropriate for an initial accident
report. One of the claim files reviewed as part of this audit contained an
Accident on Duty form completed by a programme contributor. In those
circumstances, the question is not appropriate.

Secondly, the form provides insufficient space to provide a detailed
description of the accident and is open ended i.e. the form does not prompt the
collection of further relevant information by asking a series of focused
questions to gather more specific information on the accident.

We note that the Health and Safety Manager has prepared an updated version
of each form, which is welcome.
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible
6. BriefingtoLineManagers A reminder of the revised accident reporting procedures will M _
be issued to Line Managers e.g. via the forthcoming briefing In progress to 31
On a broader communication level, it is timely to issue a reminder to Line sessions on the RTE Child Protection Policy and group-wide December 2013
Managers about the RTE accident reporting procedures. This will also e-mail.
provide an opportunity to circulate contact details of individuals in Insurance /
Health and Safety in the event of queries arising. It has been a number of A dedicated Health and Safety page will be created on The m
years since a reminder was issued and the recent reorganisation and change Hub (intranet) to be used as an information tool for staff and ecember 2013
has resulted in a number of new individuals in supervisory positions. an easily accessible source of guidance, forms, etc.

I nsurance claims process

7. Accident management A formal policy for the management of accidents will be H H

developed as part of the updating of the RTE Safety Strategy December 2013

We noted there is no written RTE policy for the management of accidents and rolled-out throughout the organisation.

when an accident occurs. Such a policy would outline:
The Broker will be asked to put a more formal process in L

e the timing of an engineering report; place to track and follow-up on the status of the completion of December 2013

e the individual(s) / department(s) required to attend when the engineer Engineering / Loss Adjuster reports in order to ensure that

attends on site (this is likely to vary depending on the type of accident); reports are completed on a timely basis after being
e policy regarding the taking of photos upon notification of accident; commissioned.

e policy regarding retention of CCTV and other physical evidence;

e agreed process for the flow of information between Heath and Safety and
Insurance;

e [Etc.

The objective of such a policy is to ensure that RTE has as much information
as possible on file to facilitate an informed response, should the accident lead
to a notification of claim from the Personal Injuries Assessment Board
(“Injuries Board”).

Given the cross-departmental input needed to investigate an accident and
respond to a claim (when a claim arises from the accident) a proactive
accident management policy is an important prerequisite to put RTE in a
better position to devise a strategy and approach to dealing with the claim. At
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REPORT ON INSURANCE ARRANGEMENTS

Finding

present the approach is sometimes reactive.

[ The impact of the absence of an accident management policy may be
illustrated by the following example:

During our review of claim files we noted an engineering report dated 5
March 2013 in response to an 18 November 2011 accident. The report was
commissioned after the claim was formally notified to RTE in early 2013.
The insurance files contained limited other information.

However, an accident report was prepared at the time of the accident and a 20

November 2011 entry to PeopleSoft recorded that the individual took an
extended period of certified sick leave due to the injuries sustained in the
accident. This information afforded an opportunity to gather further

preliminary information — photos, interviews with crew, access to design

drawings etc. — in the event of a claim. This is especially relevant as the stage
where the accident occurred, in a third party premises, was scheduled to be de-

rigged shortly afterwards.

A formal accident policy would provide guidance on the approach to
managing accidents and gathering data to be in a better position to defend a
claim should one arise, perhaps one or two years later. ]

8. Correspondent from the Personal | njuries Assessment Board

Correspondence from the Injuries Board is passed to the insurers, who deal
with the correspondence on RTE’s instructions.

As a general observation, based on our review of a sample of active claims
files, we observed delays in responding to correspondent from the Injuries
Board.

In the sample of eight claim files examined as part of the audit, six involved
correspondence from the Injuries Board. These six cases are analysed below:

RTE Internal Audit

Agreed Action

A tracking mechanism will be developed in conjunction with
the Broker to monitor the status of each Formal Notice of
claim received from the PIAB. This will track the status of
RTE’s response to the PIAB during the 90 day period (from
receipt of notice) granted to respondents to decide whether or
not to consent to the PIAB assessing the claim.

During meetings with the Brokers the ageing and status of
each open PIAB Notice will be reviewed.

In conjunction with the actions set-out in finding #10, an
“owner” will be assigned to each active claim. That
individual will be responsible for dealing with the claim and

B —AGREED ACTION PLAN

Priority Completion Date

M

and M anager
Responsible

!!! Novem!er 2013
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible
e Four (67%) were not responded to within the timeline set-out by the coordinating RTE response to the PIAB notice, including
Injuries Board. (In the one case where the Injuries Board letter was calling a case meeting of relevant parties, as deemed

answered, the deadline to respond had passed almost two months earlier).  necessary, to agree the RTE response and approach.

In each of these cases, given the absence of a response, the Injuries Board
initially outlined their intention to proceed with assessing the claim.

o In three of the cases we noted that, after further demand letters
from the Injuries Board to RTE for the payment of the
application fee, the Injuries Board later issued an Authorisation
to the Plaintiff to bring proceedings in the courts.

o The remaining case is still open — in a letter to RTE the Injuries
Board outlined its intention to proceed to assess the claim, and
requested payment of the application fee from RTE.

e  Of the remaining two claim files involving correspondence from the
Injuries Board:
o The Injuries Board refused to assess one of the claim
o In the second case, which is a recent claim, the Injuries Board
has recently issued a final reminder requesting a response from
RTE.

e  Of'the six cases referred to above, two related to correspondence received
in the period prior to the appointment of RTE’s existing insurance Broker.

This finding highlights a lack of a consistent process for handling
correspondence.

9. Engineeringreports See action in finding #7, above. MtoL N/a

On occasions RTE’s insurers are not providing RTE with a copy of
engineering reports on a timely basis. During our review of claim files as part
of the audit, two engineering reports were not on file even though a report had
been commissioned by the insurers. In other cases, a copy of the report was
provided to RTE and retained on the claim file.
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REPORT ON INSURANCE ARRANGEMENTS

B - AGREED ACTION PLAN

Finding

and Manager
Responsilile

Completion Date

Notwithstanding the attendance of RTE personnel when the engineer is on site
for the servey. RTE = 16 & goad position (o idenhify any emvody, niccurscies
nustaken sssumptions in e réport, S05UNNE AN ACCUTate position 15
estalilished before a decision an dealing with the clanm This will also provide
RETE with an opportunity to challenges the report of the engineer, where such
&y approach is warranted.

Seconetly. engineering reports are oot always conypleted on a fusely basis afies
the sccumrence of the accident

10,

Record-kee

It is diffscudt to obiain statistics onclosed elaims, o smonary of ow histode
clatms were resolved, amounts paid under clams etc. While thas data s
available in a suminsrised fonmat from e inaurers. there (s scope o WRPTOVE
the mternal tracking processes and to bave an easily accessible organisational
view of clams, respective of the ortgination of the claim.

Tis ackdingon, we noted the absence of a central consalidated log of al] insurance
EVEns,

Finally, we noted that nmiltiple files i relation fo the sune case are sometimes
maantaned w different areas. A central record of all clanns is prefesable.

A pew central bog has been desigived 10 11ack each elaim and
to assign respousibility for managing the claim, The
wdevichesl assigned responsibalaty for managing each case wall
be set-onit m the log

The roles and responsibilities for managing individual insuranee claims in
RTE are mot dodumsesied

o While tn manry wnstances the nanme of the elaun — employee related,
pecident related, broadcast / editonial related, etc. - detenmines the
depsartmment most smtable o lead the case, some cases requare ingal o

different departments. Clarity in roles is therefore inportant

Az per finding #10, once a new case comes to the attention of
RTE and is begred conirally. ooe individual will be assigmed
resporstblity for leading each imsurance case {1.¢. case
AT Ees ).

Thas leg wall be carculated msomthly 1o televant parmes (HE,
Legal, Finance, Insurance amd ofher senior managers, as
necessaryh and each case mmsager will update the log 1o
record amy developments in his‘her case Secondly. the log

RTE frternal Audit
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REPORT ON INSURANCE ARRANGEMENTS

Finding

o The sample of historic personal injury claim files reviewed as part of this
audit highlighted that, in some cases, there was no single person or
department responsible for managing and leading the claim. In other
cases, we noted a lack of coordination in dealing with the Insurers and
more than one RTE contact point dealt with the Insurers in relation to the
claim.

In dealing with the Insurance company, it is important that RTE has a
consistent organisation viewpoint on the strategy for dealing with a particular
claim.

We understand that a Finance / HR / Legal group has been meeting over
recent months to review the area of insurance and the approach to managing
claims. Therefore, this finding is most applicable to the historic claim files
reviewed as part of the audit.

Agreed Action

will be discussed as part of quarterly insurance meetings. The
Broker will attend the quarterly meetings, with the Insurers
attending every second meeting (i.e. six monthly).

The HR / Legal / Finance group examining the issue of

insurance will discuss the matter of the final decision making
authority for devising a strategy to deal with a claim and will
agree on the process for holding case meetings in this regard.

B —AGREED ACTION PLAN

Priority Completion Date
and M anager
Responsible
Ongoing from 31
October 2013

As above
31 December 2013

Administration of claims

=

12.7 Liability Claims Review meeting The RTE Brokers will be requested to circulate the meeting
minutes to attendees within an agreed timeframe, to be set by
RTE’s Brokers are slow in circulating the minutes of the bi-annual liability RTE (circa 10 days).
claims review meeting, which has an impact on the timely completion of
follow-up actions. This also increases the risk of a lack of clarity in the
allocation of responsibility for same.
13. Updating Liability Claims summary report The RTE Brokers will be reminded to update the Liability

A summary Liability Claims report is maintained by RTE’s Broker to track
each ‘active’ claim — the nature of the claim, the present position, the
outstanding reserve, amounts paid etc. During our review of a sample of
active claim files we identified examples where the Liability Claims report
was not maintained up to date.

RTE Internal Audit

Claims report on a timely basis as any new information on the
case becomes available.

L *
31 October 2013

L *
31 October 2013
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REPORT ON INSURANCE ARRANGEMENTS

Finding

For example, the report dated 15/5/2013 lists an engineer’s report as “still
awaited”, even though it was completed on 5/3/2013 and a copy provided to
RTE. Another example is a case recorded as “IB notice received” even
though the date of responding to the Injuries Board had passed and the status
of the claim had moved.

14. Delaysin responding to infor mation requests

As part of our review of the file of a claim settled in March 2013, we noted a
five month and 24 day delay in RTE responding to an information request
(copy of contract with a Production Company) from the Loss Adjuster
appointed by the insurance company. These types of delays have the potential
to adversely impact RTE’s defence of the claim.

While settled recently, this is a historic claim prior to the insurance broker
tender. Staff changes in Central Finance have also taken place since that date
and we consider a delay on this scale to be an isolated incident.

B —AGREED ACTION PLAN

Agreed Action Priority Completion Date
and M anager

Responsible

For noting — this is an historic issue and no specific action L N/a
deemed necessary. The actions for finding #11 also address
this finding via the assignment of responsibility for managing

each case.

1
| Insurance arrangementsfor third parties/ Contractors
“Checking insurance arrangements

Considerable reliance is placed on personnel locally (in the divisions) to check
the insurance arrangement of third parties engaged as part of production —
special effects, stunts, specialist studio production personnel, etc. In many
cases the person engaging the Contractor has no specialist knowledge of the:

e Type and level of insurance cover RTE should request from the
Contractor;

e  Methods of checking the validity of cover;

e Indemnity which should be provided to RTE;

e  Checks to carry out on restrictions in the policy etc.

During the course of the audit we were made aware of issues whereby the

RTE Internal Audit

=lE=radl

This matter will be addressed as part of procurement training L
scheduled for the autumn, which will also have an insurance 31 Decemger 2013

module. The training will focus on making staff aware of the
insurance advisory services available via Insurance / RTE
Broker.
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REPORT ON INSURANCE ARRANGEMENTS

B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible

insurance implication of productions — particularly out of the ordinary

productions / events — were not being considered in a timely manner and

notified to Central Finance in order to report to RTE’s Brokers.

We identified examples of these issues as part of previous health and Safety

audits.

Other matters

16." RTE Indemnity A checklist will be developed outlining the questions to be L f———

On occasions RTE is asked to indemnify a third party as part of a production,
for example filming in a shopping centre, museum, public transport system, or
during an Outside Broadcast involving an audience.

The relevant letter is issued by the Insurance Administrator, who consults with
the Insurers if deemed necessary. In the absence of the Insurance
Administrator, the matter is dealt with by the Broker.

There is a low risk that RTE could provide indemnity in circumstances when
an indemnity is not required i.e. if the production is an IPU production, or if
the individual requesting indemnity is a non-employee contractor with his /
her own personal insurance policy.

While the existing Insurance Administrator is experienced and knowledgeable
of the RTE employees who normally request indemnity, and the types of
productions applicable, a checklist of questions to ask in response to a request
for an indemnity letter would assist in identifying circumstances when further
investigation is required before issuing an indemnity. This is relevant in the
event that the existing staff member (or the representative of the Insurer) is not
available.

RTE Internal Audit

asked in response to a request, to the insurance department,
for an indemnity letter from RTE.

et 2013
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REPORT ON INSURANCE ARRANGEMENTS

17.

Finding

Use of vehiclesfor business purposes
Background

RTE staff use vehicles for business purposes in three ways, as set-out below.
The insurance implications of each method is also outlined below.

The RTE Travel and Expenses Policy sets-out the policy on the use of a
private car for business purposes and the claiming of mileage expenses. In
summary, pre-authorisation from the Divisional Head is required. Secondly,
persons granted authorisation to use their car on official business purpose
must provide evidence that their insurance policy permits such use and that
RTE is indemnified accordingly. Subsequently, evidence is provided to
Finance on an annual basis, at the time of insurance renewal, in order to
continue to claim mileage via the Transfare system.

RTE also offers staff a car rental service via Europcar. Bookings are made via
a dedicated website with authorised users selecting a vehicle from a
predefined list of approved RTE vehicles. Booking requests are routed to the
costpool manager for approval or rejection. These vehicle rentals are covered
by the RTE Motor Fleet insurance policy.

Finally, RTE maintains a small fleet of motor vehicles, generally in
production areas such as news crews, Radio Roadcaster, field production and
a small number of ‘pool’ vehicles. These vehicles are owned or leased by
RTE and are covered by the RTE Motor Fleet insurance policy.

Finding

In recent times a new method of using private cars for business purposes has
emerged as a cost saving exercise. This involves the use of a private car for
business, but reclaiming the petrol costs associated with the trip as opposed to
the mileage. However, unlike the mileage reclaim system, evidence that the
individual’s insurance policy permits such use is not sought, nor is an
indemnity sought for RTE under the individual’s policy. Therefore, there is a

RTE Internal Audit

B —AGREED ACTION PLAN

Agreed Action Priority Completion Date
and M anager
Responsible

The Finance Travel and Subsistence Group will prepare a M

paper examining this issue. 30 November 2013

The RTE Travel Policy will be updated to address the matter H

of reclaiming of petrol receipts. ecember 2013
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REPORT ON INSURANCE ARRANGEMENTS B —AGREED ACTION PLAN

Finding Agreed Action Priority Completion Date
and M anager
Responsible
potential exposure for RTE in the event of an accident on RTE business.

The risk is mitigated in that the RTE Motor Fleet policy provides coverage of
private vehicles under the “occasional business use” clause, although in such
circumstances trips are generally of an unplanned nature. Secondly,
individuals reclaiming petrol receipts were formerly claimants of mileage and
already subject to insurance checking procedures. However, this provides
only limited mitigation and is not suitable for regular users of petrol receipts
process.

New procedures need to be put in place in respect of those claiming refunds of
petrol receipts to mitigate the insurance risk. In addition, the Travel Policy
does not clearly outline a policy on the area of reclaim petrol receipts and
needs to be updated.
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Background

Background

Introduction: Overview of Supplier Payment Processes
The Accounts Payable department is responsible for the payment of suppliers
of goods, professional fees, corporate services, etc. The RTE Purchasing
Procedures and Guidelines govern practice in this area, with payment
processed via the Accounts Payable module in-

Certain low value purchases are processed by corporate purchase cards. The
personal services of named individuals / independent contractors are paid via
PeopleSoft fees. (Both these processes are outside the scope of this audit).

Purchase Orders

Purchases processed via Accounts Payable must have an approved purchase
order (“PO”) before any purchase commitment is made. POs are raised and

approved on Agresso using a web based tool —_. Approvers are
determined by the costpool and the value of the PO. Tiered approval is
provided for in line with RTE’s delegated authority limits, as follows:

Tiered delegated authority approval limits

Order Value Approver

€0 - €10,000 Costpool Manager

€10,001 - Costpool Manager / Central Procurement / Senior

€100,000 Manager / FD of IBD

€100,001 - Costpool Manager / Central Procurement / Senior

€250,000 Manager / FD of IBD / MD of IBD

€250,001 - Costpool Manager / Central Procurement / Senior

€750,000 manager / FD of IBD / MD of IBD / CFO

€750,001 Costpool Manager / Central Procurement / Senior
manager / FD of IBD / MD of IBD / CFO / DG

Goods are receipted on web, by the requisitioner, when delivered and
services are receipted when the service is completed. Invoices are sent by the
supplier to Accounts Payable for processing and payment. Any invoices sent
directly to the costpool manager are forwarded to Accounts Payable. Upon
receipt of invoices in Accounts Payable, they are firstly scanned and
electronically copied onto the relevant supplier account on -

Before an invoice is processed, it is matched to the PO and to the goods
receipt. Payment takes place, generally by EFT to the supplier’s bank account.

Invoice Manager

A small number of purchases are processed each month via invoice manager.
This is an alternative approval tool on whereby invoices are approved
by a member of Finance without an approved PO.

Purchase Cards

Goods and services may also be paid by purchase card. Purchase cards are visa
cards provided by Ulster Bank. They are used by a restricted number of RTE
personnel to make low value purchases of goods and services. All receipts are
retained by the purchaser and approved on a monthly basis by the relevant
costpool manager.

This, in turn, reduces the number of low value orders processed via -
web and reduces administration costs.

Receipting of Goods / Services

The system controls within do not allow an invoice to be processed for
payment unless it matches the goods receipt value on the relevant open PO.
There is a 5% tolerance limit to allow for variances such as delivery costs etc.

Payment

RTE is required to comply with the provisions of the European Communities
(Late Payment in Commercial Transactions legislation) Regulations 2012.
Procedures have been implemented to identify the dates upon which invoices
fall due for payment to ensure that payments are made by such dates.
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Objective and Scope

The key corporate risks addressed by the report are as follows:
= Risk #3 —Management and prioritisation of financial resources
Other specific risks relevant to this report are as follows:

*  Fraud

= Duplicate Payments

= Compliance with Regulation

= Purchase commitments being made prior to managerial approval
= Inherent IT Risk / System Functionality:

However,
their nature, manual controls are weaker than automatic system
controls.

The objective of this audit was to review the POs raised in the year ended 31
December 2016 and to investigate any cases of goods/services receipted in
excess of the approved order amount. KPMG place reliance on this work as
part of their external audit. We also review the timeliness of invoice
payments and the extent to which orders are raised, and approved, in
advance of invoices.

The output of the audit is a report, an electronic file and working papers.

The scope of our review covered all POs (including Capital WIP and
Commissioned programme POs) approved and processed during the period 1
January 2016 to 31 December 2016, across all IBDs. The audit involved three
main areas of work:

Comparing the value of goods receipted to the value of the approved PO to
identify any deliberate by-passing of the purchase approval system and
inspecting any invoices processed in excess of approved orders;

Reviewing the number and appropriateness of Approvers and
Requsitioners per IBD; and

Identifying the number of POs that were raised after the invoice date.

The scope did not include:
X Reviewing purchase card payments

X A full review of all invoices posted onq to detect duplicate payments
—indirectly covered as part of a separate audit.
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Data Analysis

I@W

13,931 POs were ralsed fn 2016, in comparison to 13,441 |n 2015 [Thewe
totalled 0488 lines of orders, ac some P contained multiple order lines)
The gragh below provides an anabysis of the nwnber of POs raseed by IBD:
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The graph below details the value, by 18D, of POs rabed In X016, The togal
wilug of PO4 raized in this penod was £185.4m,

Value of 2016 Purchase Orders by IBD
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A further breakdowm of the numbers of POs by value threshodds is displayed

in the table belaw.
Walue of PFD Number of Orders Prooessed in 2016
€0 - £5,000 11,130
5,001 - £10,000 1,253
10,001 - 200,000 1,250
100,001 - €250,000 141
€£250.001 - €750,000 T8
£750,0013 39
Todal 13,931
MNate:

1,094 of the POs raised in 2016 were less than €100 In valee and just over
28.5% of those relsted to ven suppiers, generally recuwrring conswmaldle

siappies;

©) Reguisitioners and Approvers

At the end of 2006, there were a total of 216 Approvers and 203
Requisitioners on [ The eraph below shows the breakdown by 18D

Requisitioners and Approvers, by IBD
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Summary Findings

1} Purchase Recelpting Process

Of the 13,931 POs raised during 2016, 113 POs (0L8%] were highlighted for
further testing as the value of the goods receipted against the order exceeded
the original approved order amount,

A surnmeany of the review of the 113 orders is set-out below:

Analysis of POs receipted > approved PO value

W Moy inspe

febow 5% threshold {Ordery
RaCeipted)
¥ bnvobos Posted > Order

Ha Threshold [Oedier '
Inwpite
B alid e ason

u Exception

For 95 of the orders, the amount invoiced was equal to, o less than, the
approvved ordered amount and oo further action was therefore necessary.  n
these cases, the excess recelpting above the crder walue occurred due to a
manial erfofr on recepting the goods (e a mix up between the prce and
guantity fields].

in the case of 11 orders, both the goods receipted and the Invoboe processed
wiere in excess of the onginal approved orded. These orders were Investigated
fusrther. OF the 11, sewen are below the threshold. In the remaining four
cases, they were vahd payments and no audit exceptions arose. See the Action
Mlam (#1) fior full devails of the explanations.

,'” Fl.nquhill'-n Aers and ﬂ.pprﬂvﬂrf.

We reviewed the list of PD Requisitioners and Approvers, concluding that
the number and job roles of the individuals is appropriate, We identified one
departed individual listed as an Approver, The walidity of two non-employes
Requisitioners is also considered in action # 4,

3} Raising POs hefore Invoice

A comparison of the date the PO was appeoved compared o the Invoice
date was undertaken. In 2016, we identified that 46% of POs were dated
after the Imvoice date. This finding highlights & sk of purchase
commitments being made priar to managerial approval of the order.

Soi the chart below for further analysis of the in soope orders:

Analysis of PO's - 2016v 2015

s ATE

B Ordier Date prior fo
inwice dale

I Order date after the
i dabe

o Imvmateniad igrace:
peviad)

L0116 015

As part of other apdit work we identified scme improvements in fate 2016,
following actions by a Finance Working Group.

vget RTE



Conclusion

Conclusion

Internal Audit carried out a review of the processing of all POs in 2016. The audit did not highlight any deliberate fraudulent attempts to circumvent the
Delegated Authority Limits by inappropriately receipting, and paying for, goods with a value in excess of the approved order amount.

We reviewed the list of PO Requisitioners and Approvers by IBD, concluding that the number and job roles of the individuals is appropriate. Actions to address
some matters are set-out in the action plan, in particular the existence of two non-employees as Requisitioners.

We noted that 46% of POs were dated after the Invoice date which highlights an issue regarding the extent to which purchase commitments are being made
prior to managerial approval. In line with the RTE Purchasing Procedures, the PO should be raised and approved prior to making the commitment and in advance
of receiving the invoice. A Finance Group has been working to address this issue since Q4 2016. Given the nature of the actions, lit will take some time for the
improvement initiatives to be fully reflected in the statistics for the full year.

The standard of control is satisfactory in terms of the purchase receipting process. However, on the basis of the above findings, we assess the overall standard of
control as “Improvement Needed”. We appreciate the assistance of staff in Accounts Payable and Central Purchasing.

di_ IMPROVEMENT NEEDED
-
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016

Finding

Management Comment

A — AGREED ACTION PLAN

Agreed Action Priority Manager
responsible and
Completion Date

Purchase Receipting Process

1. Invoices processed in excess of Approved Order Value

Background

113 of the POs (0.8%) raised in 2016 were highlighted for review
as the value of the goods receipted exceeded the original
approved order amount. For 95, the amount invoiced was equal
to, or less than, the approved ordered amount and no further
action was therefore necessary. A further seven were within the

scceptai [N

Finding

In the case of the remaining 11 orders, the invoice processed
was in excess of the original approved order. These orders were
investigated further, as follows:

e In seven of the nine exceptions, the invoice processed was

less than the acceptable_ and did not require

further investigation.

e For the other four orders an invoice was processed, and
paid, for an amount in excess of the original approved order.
Details are set out in the table below:

Service Provided Approved Invoice  Invoice > Analysis
PO Value Paid Order Below

_ €38,813 €42,818  -€4,005 i

2
_ €5,500 €5,963 -€463 3
f— = €557 €859 -€302 4

RTE Internal Audit

N/A

" No action necessary — no inappropriate N/A N/A

processing of invoices greater than the
approved order amount.
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

A valid purchase / payment was made in each of these instances.

See below for a more detailed explanation of each exception.

1)

In this case the company billed RTE an incorrect invoice
amount. When the balance was due to be paid, the full
invoice value was posted in error against the PO. A credit
note was then posted via Invoice Manager to correct the full
amount of the original invoice. Credit notes are not handled
through the Purchase Order system. The correct payment
was then posted through Invoice Manager.

2) ;
This payment was in relation to the 1916 events and
required urgent payment at the time. A PO was raised for an
amount lower than what was invoiced by the company. Due
to some dispute over the invoice amount and subsequent
time delays, there was no time to raise a second PO for the
(agreed valid) balance. The balance was paid via Invoice
Manager as needed to be paid immediately.

3) :
Blanket PO: The original PO was raised as a blanket PO to
cover varying monthly charges from the supplier. However
the actual charges exceeded the blanket PO and an amount
was paid before further POs were raised and approved. This
is a valid payment.

4) :
The PO was raised for the amount prior to any VAT being
applied. VAT is not reclaimable on Food/Drink so the full
cost (including the VAT charge) was paid. The entitlement to

RTE Internal Audit Page 7



REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
deduct input VAT relates solely to VAT incurred on costs of
accommodation and does not include VAT incurred on
expenditure on food or drink.

PO Management

2.  Purchase Orders raised after the Invoice Finance Working Group M
The Finance Working Group will continue
Background to monitor the level of compliance and in
A comparison of the date the PO was approved as compared to liaise with Finance teams. The Group will conjunction with
the Invoice date was undertaken on the data used to examine coordinate the issuing of reminders to
receipting. Requisitioners and Approvers that an
approved order should be in place prior to
The scope of our review covered all POs (including Capital WIP making any purchase commitment and
and Commissioned programme POs) approved and processed in prior to receiving an invoice for the goods
2016, with the following assumptions: / services.

e Three days “grace” period for minor administrative delays
will be allowed

e  Orders to the value of <€1,000 will be excluded from results Data and Reporting
e All currencies will be included Reports detailing the number of After-the- Done
e The following categories of expenditure will be omitted from Fact POs will be prepared monthly for
the analysis so the results are not distorted: review at the monthly Finance Meeting.
- Competition Winners;
- Donations; The level of compliance (of POs raised
- Rates; and before the invoice date) will be monitored
- Department of Foreign Affairs (travel recharges). locally and actioned accordingly based on
the report. This will involve liaising with
Findings Requisitioners and  Appprovers, as
The results of the analysis were as follows: required, e.g. where issues of persistent
e We indentified that 46% of the POs approved during After-the-Fact POs are identified. 31 March 2017
2016 were dated after the Invoice date (“After-the- and Ongoing
Fact”).

RTE Internal Audit Page 8




REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016 A — AGREED ACTION PLAN

e fFor the same perod in 2015, using restated daga, 47%
of POs were dated after the Invoice,

*  The total number of POs generated i the pericd (within
scope for this test) 15 similar year on year, with 7,065
POds raiped in 2006 and 6,547 in 3015,

See the chart bakow for Further analbysis of the in soope onders:

Analysis of PO's - 2016 v 2015

A% apn AT% 4T% 8 Drder Date pricr ta
nvoice datn
B Ceder date iter the
Vo dats
% e immreterisdigrace
period]
2006 J01%
et

This finding cutlines a risk of purchase commitments being made
priot to managerial approval of the order. In line with the RTE
Purchasing Policy, POs should be rabed and approved prior 1o
raking any committnent. The mvolce would then be aupected
to follow at a later date

It showld be noted that sorme of these would have already been
appioved &y part of another process, prior to the PO stage &g,
capital approval fosmn, business case, o purchase of a

RTE Internal Audit Page 9




REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

programme / rights.

This finding also has a knock-on effect on RTE’s compliance with
The European Communities (Late Payment in Commercial
Transactions) Regulations 2012, which became operative on 16
March 2013. The Regulations provide that the standard deadline
for public authorities to make business payments is 30 days and
that Interest shall be payable in respect of a late payment if
claimed by the Supplier.

A specific Finance Working Group has been established to
implement action and monitor the level of compliance locally in
the Divisions. The working group commenced in the latter part of
2016 and is continuing into 2017. Therefore it will take some
time for the actions to be fully implemented and the benefits
recognised.

As part of separate internal audit work in December 2016, we
noted evidence of improvement in the timeliness of the raising
orders in the latter months of 2016 period (as compared to the
equivalent period in 2015), following the implementation of
actions. It will be later in 2017 before the improvement is
reflected in the full population of data for a full year.

3. Legacy Open POs An exercise to review the number of L
legacy open POs that are no longer
The total value of open POs (i.e. POs received, but not yet required will be undertaken, at least half
invoiced) at 31 December 2016 was €8.4 million: comprising of yearly, in each of the IBDs.
€5.2 million for POs raised in 2014 and 2015. This comprises
various low value amounts across the number of POs. The Any POs that are no longer required will 30 June 2017
equivalent value at 31 December 2015 was €9.5 million. be closed as necessary.

RTE Internal Audit Page 10



REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016

Finding

Given the passage of time and the high volume of orders, it is
likely that there are a number of legacy open POs that are no
longer required and need to be closed.

Management Comment

Agreed Action

A — AGREED ACTION PLAN

Priority Manager
responsible and
Completion Date

Requisitioners & Approvers of POs

Departed Employees
Background

The number and appropriateness of Approvers and
Requisitioners on - at 31 December 2016 was reviewed.
These listings were compared with recent staff lists from HR to
ensure that all Approvers / Requisitioners were employees of
RTE and reviewed for other unusual features.

Findings

e At the end of 2016, there were a total of 216 Approvers and

203 Requisitioners on-

e One Approver was a former employee who had departed
from the Television IBD in July 2016, and should not still be
listed as an active Approver.

e We identified that two non-employees were set-up as
Requisitioners on- as outlined below.

Except in very exceptional circumstances, with appropriate
approval from senior finance officials, it is not appropriate
for non-employees to be set up as Requisitioners.

RTE Internal Audit

Departed employee still set-up as an
Approver

The issue with the departed employee is
relevant to broader issues around RTE
Technology User Access Policy. That is
being reviewed separately by Internal
Audit as part of a broader review of the
identification of departed employees and
the removal of those employees from
relevant IT systems.

Non Employees set-up as Requisitioners

Individual A: While this appears to be an
isolated incident, a review of the
employment status of proposed new
Requisitioners (i.e. determine whether
they are employees or non employees)
will be carried out prior to their set-up as

Requisitioners on-

Individual B: N/A the individual has
departed the organisation and no longer
has access to the systems.

Coveredina
separate audit.

31 March 2017
and Ongoing
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2016 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
- Individual A: One Requisitioner was engaged as an
Independent Contractor, working in a PDA / programme
type role in Young People’s and Entertainment. In this
particular instance, the individual was assumed to be an
employee in error and therefore set up as a
Requisitioner on
- This was due to the fact that a number of other
programme personnel — all employees of RTE — were all
being set-up as Requisitioners at the same time as a
single batch. The non-employee was not separately
highlighted within that group due to an isolated error.

- Individual B: A second non-employee was also set up as
a temporary Requisitioner on
(Merchandising department). In this case, the set-up
was intentional and the individual, hired through an
employment agency, was set up as a Requisitioner due
to a shortage of resources on the team.

- The individual has since left the organisation. Approval
was sought and granted from the Commercial Finance
Manager in Television.

RTE Internal Audit Page 12
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Introduction and Background

Introduction

It is a basic principle of good internal control and public procurement policy
that competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances for adopting a different approach. As a
public body, RTE is obliged to comply with public procurement guidelines.
This provides for formal tendering at national and EU level, depending on the
threshold levels of spend and other circumstances of the purchase.

In addition, a competitive process carried out in an open, objective and
transparent manner can achieve best value for money in public procurement.
Compliance with National and EU procurement guidelines also assist in
ensuring that procurement activity is undertaken honestly and fairly, while
upholding high standards of integrity.

Background

National and EU Tendering Procedures

The Office of Government Procurement issued an updated version of Public
Procurement Guidelines for Goods and Services, issued in January 2019. This
document sets out steps to be followed in conducting an appropriate
competitive process under EU and national rules. The EU threshold values
were updated and applicable from 1 January 2020 (last revised on 18
December 2017).

Code of Practice for the Governance of State Bodies
The 2016 Code of Practice for the Governance of State Bodies (“the Code”)
contains specific requirements regarding the monitoring of compliance with
Public Procurement rules and the reporting of same.

Section 8.16 of the Code states the following, under Procedures for
Procurement:

“The Board should satisfy itself that procurement policies and procedures
have been developed and published to all staff.”

Section 8.16 of the Code also states that the Board:

“should also ensure that procedures are in place to detect non-
compliance with procurement procedures. Entities should have a
contracts database/listing for all contracts/payments in excess of
€25,000 with monitoring systems in place to flag non-competitive
procurement. Non-competitive procurement should be reported in the
Chairperson’s comprehensive report to the Minister. ”

RTE currently has three key payment systems to pay individuals and
companies supplying goods/services to RTE: Accounts Payable_

_ Fees and Payroll-.

» Accounts Payable is used to pay suppliers of goods,
professional fees, corporate services etc. All purchases, irrespective of
value, are firstly approved by the relevant costpool manager. The level of
additional approval, up to Director-General and Board level, varies
depending on the contract value (Delegated Authority Limits).

A formal process exists via the Purchase Order (“PO”) System on

to check if a competitive tender process has taken place for orders
>€10,000. In addition, Procurement carry out follow-up monitoring checks
to assess compliance.

>_ Fees is used to pay non-employees providing “personal
services”, including any company whose primary function is to provide the
personal services of a named individual. In addition, casual employees and
employees on very short fixed term contracts are paid via

Fees. Payments are approved by two approvers — generally a costpool
manager and a second relevant approver (primarily a member of finance).

> Payroll is used to pay for the services of all other RTE employees and is
not used to make payments to suppliers or third parties.
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Risk, Objective and Scope

The key corporate risks (Q4 ‘20 update) addressed by the report are as
follows:

Risk # 10 — Brand and Reputation (FOI requests etc);
Risk # 11 — Management of Finances and Business Planning; and
Risk # 12 — Regulatory Change & Compliance.

Objective

The objectives of this audit are as follows:

= Determine if there is a valid contracts database in place listing all
payments/contracts in excess of €28,000 (€25,000 threshold + non
recoverable VAT (“NRV”));

= Verify the accuracy of entries into the database, with reference to
source documentation and contracts;

= Understand the procurement monitoring systems in place; and

= |Investigate and report on instances of non-compliance with
procurement procedures, if any.

The scope of our review covered all payments made in excess of €28,000
during the period 1 January 2020 to 31 December 2020, across the-
system.

The audit involved testing the contracts database as follows:

A U N N N N NN

Agreeing the total spend per the database to the accounting system;
Selecting a sample of suppliers and checking the accuracy of spend listed
on the database to that recorded on the accounting system;

Reviewing the database and spot-checking mathematical accuracy
(percentages, totals, formulas, etc.);

Checking the database for unusual items;

Reviewing the list of exemptions/out of scope items for reasonableness
(exempt from complying with procurement procedures);

Filter the report by the various categories and perform a reasonableness
check on the categorisation of the suppliers; and

Testing a sample of items listed as “tendered” in the database to confirm
that a tender process occurred for each and that it was the correct tender
process (including alternative tendering procedures).

The scope of our audit did not include:

NN %X

Contributors paid via _ Fees — separate processes following
Eversheds Review — see page 5;

Payments to employees;

Payments made via Purchase Cards; and

A review of payments/contract values below €28,000 in value.
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Overview and Context of Findings

RTE engages Contractors via a variety of contract types, as follows:

e Sole Trader;

* Limited Company;

e Actor;

e Writer;

* Special Guest; and

* On The Spot Contributor.

As outlined on the previous page, | Fees is out of scope of our testing of the Procurement Register as a separate process (Eversheds review), and the
implementation of follow on actions, has been underway for the past three years.

New processes and policy have been implemented for the engagement of Contractors in RTE, in the context of the examination of freelance/contractor
contractual engagements, undertaken by Eversheds Sutherland. Training and briefings for Line Managers has also taken place. RTE has engaged with each
Contractor, issuing contracts of employment as appropriate.

While procedures are in place in respect of payments via_ there is less formal monitoring and reporting of tendering in respect of Contractors engaged

vio I fees

A significant capital project to implement a new ERP system is also currently in progress. This will replace legacy Finance and HR systems thereby improving
the approval workflow, oversight and reporting functionality in respect of Contractor engagements.

|Payable (

Data Analysis
Payments were made to 1,700 suppliers on- from 1 January 2020 to 31 December 2020. The total value of payments made was €151.6 million and

this is the scope for our audit testing.

Categories Out of Scope:
Of the €151.6 million in payments, €64 million (42.3%) was excluded from testing as it fell into an out-of-scope category or another process. The graph
overleaf provides a more detailed break-down of these items.
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Findings

Findings — Overview

1: Categories Out of Scope / Seperate Process (42.3%) 2: Procurement Register 2020 (by category)

1.6% 0.2%
. 0

= Spend Below Threshold

r Tender Process

= Out of Scope/Separate
Process

» Not Tendered by End '20

Tender Status To Be
Confirmed

As illustrated in the above charts, 42.3% (€64 million) of expenditure is out of scope or has a separate process in place. For example, sports rights for a sporting
event are held by a single rights holder and are procured via a bidding process organised by the rights holder. The amounts per each category have been
examined to verify accuracy. The reason for their exemption was investigated and deemed reasonable. The categories are detailed in chart 1.

Of the remaining 57.7% (€87.4 million), a tender process occurred for 49.9% (€75.6 million) and 6.0% (€9.0 million) fell below the threshold which required a
more formal process under Public Procurement Rules.

This leaves 1.6% (€2.4 million) of total spend not tendered and 0.2% (€0.4 million) with the tender status unknown at the point of testing. It is reasonable to
conclude that the latter is unlikely to have been subject to a tender process.




Findings (Cont’d)

Review of Compliance

The audit identified an absence of a formal procurement process at the time of testing for 1.6% (2019: 2%) of expenditure via [ in 2020. This represents
€2.4 (2019: €3.7) million in expenditure and 31 (2019: 54) suppliers.

The level of exception has fallen by €1.3m from prior year and there was also a reduction of 23 in the number of supplier exceptions. This reflects the action
by the Procurement Team in 2020. Please see table below for further details on the exceptions.

Expenditure Band Suppliers €'000
1: Absence of Formal Procurement Process Audit Population <€50k 15 551
Payment System €m # Suppliers €50k - €100k 9 662
2020 151.6 1,700 _ €100k -€214k 6 817
- 2019 180.5 1,875 EU Threshold) 1 346
Movement -28.9 ais | s -0.4% -23 -1.1% Total — ‘@_ 2376
o —

In the case of a further 0.2% (2019 — 0.5%) of spend, the tender status at the time of testing was unknown. This represents €0.4 (2019: €0.8) million in value
and 7 (2019: 18) suppliers. Please see table below for further details.

2: Tender Status Unknown Audit Population
Payment System €m # Suppliers
- 2020 151.6 1,700 0.4 0.2% 7 0.4%
- 2019 180.5 1,875 I 0.8 0.5% 18 1.0%
Movement -28.9 -175 I -0.4 -0.3% -11 -0.5%

The level of compliance has improved on the prior year results.
It is useful to also consider the consolidation of both exceptions highlighted above ('non tendered' and 'tender status unknown'). On that basis, we noted that
the aggregate value of the exception fell by €1.7m in 2020, illustrating a higher level of valid competitive tendering in 2020 and the continuous effort by the

Procurement Team to reduce the levels of non compliance over recent years. However, further work is necessary to reduce the level of non compliance.

Under the 2016 Code of Practice for the Governance of State Bodies, non-compliance must be monitored and reported at each year-end.
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Conclusion and Report Rating

Conclusion

The 2016 Code of Practice for the Governance of State Bodies contains specific requirements regarding the monitoring of compliance with Public Procurement
rules and the reporting of same. In monitoring compliance with these rules, Internal Audit (‘l1A’) carried out a review of all payments made in excess of €28,000
during the period 1 January 2020 to 31 December 2020, on the- payment systems. We verified whether a valid contracts database was in place, listing all
payments/contracts in 2020. IA also carried out testing on the database, verifying random samples as necessary.

Our finding highlight that a formal procurement process did not take place for 1.6% of payments to suppliers in 2020. The tender status of a further 0.2% of the

total population was unknown at the time of testing.

While these exceptions exist, the position has improved from prior year and reflects the continuous action by the Procurement Team to reduce the levels of non
compliance over recent years. The improvement is illustrated in a reduction of 23 suppliers in the number of suppliers where a formal procurement process did
not take place. In value terms, this represents an improvement of €1.3m. A small improvement was also noted in those categories as ‘tender status unknown’.

In addition, IA notes that a number open audit actions ongoing — please refer to Appendix 1 for full details of audit recommendations.

v" Tender Process;

v ERP System;

v Monitoring and reporting; and

v’ Oversight by Procurement department.

On the basis of the above findings, we assess the overall process as “Improvement Needed”.

Report Rating

IMPROVEMENT NEEDED

L1
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Appendix 1 — Audit Recommendations

1 Tender Process: Where required for the exceptions identified in the report, a Head of Procurement / 31 December 2021
new/updated tender will be carried out. Project Manager(s) & FD / FC
locally
Public procurement will continue to be carried out in line with the RTE Procurement
Policy.
2 Monitoring / Reporting of non compliant procurement spend: The non compliant Head of Procurement 31 May 2021 &
tender spend and unknown tender spend as noted in the report should be reported to ongoing

the relevant division and monitored accordingly.

3 Implementation of new ERP System(s): A major capital project to implement a new ERP CFO/ Q3 2021
system is currently in progress. This will replace a number of legacy Finance and HR Group Financial Controller
systems.

This project will bring a number of benefits to the Payables modules including better
visibility of data, better functionality and more efficient workflows. The new ERP system
will assist in improving the monitoring controls and oversight of the procurement and
tendering functions.

4 Oversight by Procurement department: Managers in the Procurement Department now | Head of Procurement Ongoing
oversee procurement activity by expenditure category.

The project to identify and manage the Top 10 suppliers of products/services to each
Division and to the RTE group is ongoing. A named individual is identified as responsible
for managing the supplier relationship and for all tendering and related matters. This
initiative will help identify issues, especially with large legacy suppliers. Procurement will
engage with the nominated individuals, with quarterly meetings taking place.
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Background

Background — Public Procurement

Introduction

It is a basic principle of good internal control and public procurement policy
that competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances for adopting a different approach. As a
public body, RTE is obliged to comply with public procurement guidelines.
This provides for formal tendering at national and EU level, depending on the
threshold levels of spend and other circumstances of the purchase.

In addition, a competitive process carried out in an open, objective and
transparent manner can achieve best value for money in public procurement.
Compliance with National and EU procurement guidelines also assist in
ensuring that procurement activity is undertaken honestly and fairly, while
upholding high standards of integrity.

National and EU Tendering Procedures

The Office of Government Procurement issued an updated version of Public
Procurement Guidelines for Goods and Services, issued in January 2019. This
document sets out steps to be followed in conducting an appropriate
competitive process under EU and national rules. There were no changes to
the EU threshold values (last revised on 18 December 2017).

Code of Practice for the Governance of State Bodies
The 2016 Code of Practice for the Governance of State Bodies (“the Code”)
contains specific requirements regarding the monitoring of compliance with
Public Procurement rules and the reporting of same.

Section 8.16 of the Code states the following, under Procedures for
Procurement:

“The Board should satisfy itself that procurement policies and procedures
have been developed and published to all staff.”

Section 8.16 of the Code also states that the Board:

“should also ensure that procedures are in place to detect non-
compliance with procurement procedures. Entities should have a
contracts database/listing for all contracts/payments in excess of
€25,000 with monitoring systems in place to flag non-competitive
procurement. Non-competitive procurement should be reported in the
Chairperson’s comprehensive report to the Minister. ”

Background — RTE Process

RTE has three key payment systems to pay individuals and companies
supplying goods / services to RTE: Accounts Payable (- Payroll

> Accounts Payable is used to pay suppliers of goods,
professional fees, corporate services etc. All purchases, irrespective of
value, are firstly approved by the relevant costpool manager. The level of
additional approval, up to Director-General and Board level, varies
depending on the contract value (Delegated Authority Limits).

A formal process exists via the Purchase Order (“PO”) System on *
to check if a competitive tender process has taken place for orders
>€10,000. In addition, Procurement carry out follow-up monitoring checks
to assess compliance.

> q is used to pay non-employees providing “personal
services”, including any company whose primary function is to provide the
personal services of a named individual. In addition, casual employees and
employees on very short fixed term contracts are paid v1a_
Payments are approved by two approvers — generally a costpool manager
and a second relevant approver (primarily a member of finance).

> Payroll is used to pay for the services of all other RTE employees and is
not used to make payments to suppliers or third parties.

Page 1 RTE




Objectives, Scope and Risks

Audit Objectives

The objectives of this audit are as follows:

Determine if there is a valid contracts database in place listing all
payments / contracts in excess of €25,000 (Ex-VAT);

Verify the accuracy of entries into the database, with reference to
source documentation and contracts;

Understand the procurement monitoring systems in place; and
Investigate and report on instances of non-compliance with
procurement procedures, if any.

Audit Scope

The scope of our review covered all payments made in excess of €25,000
during the period 1 January 2018 to 31 December 2018, across the

_ system.

The audit involved testing the contracts database as follows:

v" Agreeing the total spend per the database to the accounting system;

V" Selecting a sample of suppliers and checking the accuracy of spend
listed on the database to that recorded on the accounting system;
Reviewing the database and spot-checking mathematical accuracy
(percentages, totals, formulas, etc.);

Checking the database for unusual items;

Reviewing the list of exemptions / out of scope items for
reasonableness (exempt from complying with procurement
procedures);

V" Filter the report by the various categories and perform a
reasonableness check on the categorisation of the suppliers;

Reviewing the database for completeness via two-way testing; and
Testing a sample of items listed as “tendered” in the database to
confirm that a tender process occurred for each and that it was the
correct tender process (including alternative tendering procedures).

<\

AN

AN

The scope of our audit did not include:

X

X
X
X

Contributors paid via

currently underway: see below.
Payments to employees

Payments made via Purchase Cards
A review of payments / contract values below €25,000 in value

— separate review process

The key corporate risks addressed by the report are as follows:

Risk # 4 — Brand and Reputation
Risk # 6 — Managing of Finances and Business Planning
Risk # 10 — Changes in Legislation / Regulation & Compliance
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Data Analysis & Summary Findings

-]

Data Analysis

Paymvents were made fo 1,934 suppliers on from 1 lanuary 2018 1o
31 Decembed X018, The total value of payments made was €£174.2 million
and this is the scope for our audit testing,

Categories Dut of Scope:
OF the €174.2 million in payments, €68 million [39%) was extluded from

testing as it feldl into-an out of seope category, or another process. The graph
below provides a more detailed break-dosen of thiese tem!

-l:ate:nr‘:es Out of Scope [ Seperate Process
[39%)

As ilfustrated in the chart above, some expenditure is out of scope or has a
separate process in place, For example, sports rights for a sportimg event are
heldd by a single rights holder and is procured via a bidding process organised
by the rights halder.

The amounts ped each category have been examined to verity accurady, The
reason for their exemption was investigated and desmed reasonable,

Audit Results

As llustrated in the chart below, 6% (€11 million) of the total spend fell
below the threshold which required a more formal process under Public
Procurement Rules. OF the remaming expenditure, abowe the tender
threshold, a tender process occurred for 52% (€0 million). The categories
that are out of scope [ have a separate process {39%) are explained across,

Review of Procure rnen‘t-

wipend BelowThreshold

o Tender Process

p Crut of Scope [ Separate
Process

H Mot Temde red by End 18

o Tender St To B
Camnfirmid

The audit identified an absence of a formal procorement process, by the end
of 2018, in the case of 1.9% (2017 — 2.68%) of the expenditure via
This represents £33 million expenditure and 37 suppliers. 5o tahle below;

Pyt Akt Exceptions Mentified in Audit
System m ¥ tm [%value| & %
Suppliers Supphiers | Suppliers
1742 | 1934 33 1.5% 37 1.9%

For a further 0.9% (2017 - 1.7%), the tender status at the time of testing is
to be confirmed. This represents €£1.6 million in vabue and 31 suppliers
These suppliers are currenthy baing reviewsd

reces RTE




Summary & Key Findings

RTE engages Contractoss via a variety of contract types, as follows;

Sobe Trader

Lirmitedd Commquany

Actor

Writer

Lpacial Guest

On The Spot Contributior

Az outlined on the previous page, _ is out of scope of our

testing of the Procurement Register as a separate review process is currently
ursdarsay,

Mew processes and policy have been implemented for the engagement of
Confractors in RTE, in the context of a wider examination of
freclance/contractor contractual engagements, wndertaken by Eversheds
Sutherland, Further detailed analysis continues on a case by case basis for a
number of individuals highlighted in the review

A significant capital project to implerment a new ERP system s also currently
in progress. This will replace a number of legacy Finance and HR systems
thereby improving  the approval workflow, oversight and reporting
functienality in respect of Contractor engagements,

Key Management Issue

We identified instances of non-compliant procurement during our review,
as follows:

® By the end of 2018, a tender process was not completed for 1.9% of
payments on the contracts database [1.9% of 1,934 suppliers)

®  The tender status is yet to be confirmed for a further 0.9%, at the date
of this audit report

However, we nobe the general improvement in the results compared to
prior year across all categories.

Under the 3016 Code of Proctice for the Gowernonce of Stafe Bodies, non-
complance: mest be montored and reported. While procedures are in
place i respect of payments via_ there is no formal monitoring and
reporting of tendering in respect of Contractors engaged via
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Conclusion

Conclusion

The 2016 Code of Practice for the Governance of State Bodies contains specific requirements regarding the monitoring of compliance with Public Procurement
rules and the reporting of same. (This was effective for the first time for the year-ended 31 December 2017.)

In monitoring compliance with these new rules, Internal Audit carried out a review of all payments made in excess of €25,000 during the period 1 January 2018 to
31 December 2018, on the- payment systems. We verified whether a valid contracts database was in place, listing all payments / contracts in 2018.
Internal Audit also carried out testing on the database, verifying random samples as necessary.

It was noted that a formal procurement process did not take place for 1.9% of all payments made in 2018. A further 0.9% of the total population was deemed to
be inconclusive as the tender status was yet to be confirmed at the time of testing. This represents an improvement in the position, across all categories,
compared to the prior-year, reflecting the work carried out in the Procurement Department during 2018. In summary,

v" Instances of an absence of a formal procurement process improved from 2.9% of the database in 2017 to 1.9% in the current year

V' Similarly, suppliers categorised as ‘tender status unknown’ improved from 1.7% of the database in 2017 to 0.9% in 2018

v The proportion of the suppliers which have been subject to a tender process has increased from 46% in 2017 to almost 52% in 2018 (the balance is
attributable to supplies out of scope)

Work is necessary to reduce these instances of non-competitive procurement and to ensure compliance with the Code. A number of actions are set-out in the
action plan. It is also necessary to investigate and conclude upon the instances where the tender status is unknown.

The findings reflect the limitations of the financial system and the traditional dispersed buying structure across the Divisions. On the basis of the actions in
progress and the improvements observed during 2018, the report merits a rating at the mid-point on the audit scale.

On the basis of the above findings, we assess the overall standard of control as “Improvement Needed”.

— |
Rating } | IMPROVEMENT NEEDED
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REVIEW OF PROCUREMENT COMPLIANCE — YEAR ENDED 31/12/2018

Finding

1. Tender Process for Payments via -

Background

Payments were made to 1,934 suppliers on

and the total

value of payments made was €174.2 million.

€68 million (39%) of payments were excluded from testing as
they fell into one of the out of scope categories, or followed
another process. These out of scope items are explained in more
detail via the chart in the executive summary.

Findings — General

Over recent years, the managerial responsibility for supplier
relationships was fragmented across divisions, which
increased the difficulty of centralised monitoring of
procurement. As a result, it is sometimes difficult to get a
consolidated view of the historic tendering arrangements
with the supplier.

Due to the limited functionality of and the system
being at end of useful life, the Contracts Database is largely
Excel based. The limited functionality of also
increases the difficulty of tracking tendering arrangements.
Excel is manual, increasing the risk of errors. Version control
and difficulty in tracking data input to the Contracts
Database may arise.

Findings — Financial Matters

6% (€11 million of the spend) fell below the threshold which
required a more formal process under Public Procurement
Rules and 39% was out of scope.

RTE Internal Audit

Management Comment

Agreed

Agreed Action

1) Tender Process

Where required, a new / updated tender will
be carried out.

2) Organisational Restructure (One RTE)

The reorganisation of RTE, with the
implementation of the ‘One RTE’ structure, has
created new consolidated divisions and co-
located teams. Oversight of key supplier
relationships is now being consolidated,
resulting in better centralised managerial
responsibility. This is in place, but the process is
ongoing.

As teams continue to come together, especially
in output areas, a better organisational view of
expenditure should emerge, addressing the
traditional fragmented nature of buying.

3) Procurement Department: Resources [/
Structure

Additional resources are now in place for the

Procurement Department, with Managers
overseeing procurement activity by
expenditure category. This additional

resourcing will assist in the development and
ongoing monitoring of the Procurement
Register, with a view to observing improved
results over time.

A — AGREED ACTION PLAN

Priority

Manager

responsible and
Completion Date

31 December

2019

Director-General

Ongoing

Done
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REVIEW OF PROCUREMENT COMPLIANCE - YEAR ENDED 31/12/2018 A — AGREED ACTION PLAN

Finding Management Comment  Agreed Action Priority Manager
responsible and
Completion Date

e  Of the remaining 94% above the tender threshold, a tender 4) Monitoring & Oversight by Procurement
process occurred for 52% (€90 million). department: Top 10 Suppliers Ongoing
Procurement has identified the Top 10
e The audit identified an absence of a formal procurement suppliers of products / services to each Division
process in the case of 1.9% of the expenditure via- and to the RTE group. A named individual will
This represents €3.3 million expenditure and 37 suppliers. be responsible for managing the supplier
relationship and for all tendering and related
e For a further 0.9%, the tender status at the time of testing matters. This initiative will help identify issues,
was unknown and is yet to be confirmed. This represents especially with large legacy suppliers. This
€1.6 million in value. project is at an advanced stage of being rolled
out and will continue. Procurement will engage
Implication with the nominated individuals, with quarterly
This review highlighted instances of non-competitive meetings taking place. This is linked to
procurement within 2018 payments via In other cases organisational restructuring.

there is no current information available on the tender status.
5) Implementation of new ERP System(s)
A major capital project to implement a new ERP
system in 2019 is currently in progress. This will Ongoing to Q4
replace a number of legacy Finance and HR 2019
systems. This project will bring a number of
benefits including better visibility of data,
better functionality and more efficient
workflows.

The new ERP system will assist in improving the
monitoring controls and oversight of the
procurement and tendering functions.

RTE Internal Audit Page 7



REVIEW OF PROCUREMENT COMPLIANCE — YEAR ENDED 31/12/2018

Finding

2. Tender Process for Payments via _

As outlined in the Executive Summary, _ is out of
scope of our testing of the Procurement Register as a separate
review process us currently underway. However, the following
findings are relevant:

e As already highlighted in the other audit reports, no formal
monitoring and reporting of the status of tendering in

respect of Contractors engaged via _ is

currently in place.

e In addition, the engagement processes have traditionally

been different to those of other suppliers, engaged via

even though some contracts share similar
characteristics.

These matters are now being addressed in the context of the
Eversheds Sutherland review.

RTE Internal Audit

Management Comment

Agreed Action

New processes and policy has
been implemented in respect of the
engagement of Contractors in RTE, in the
context of a wider examination of freelance /
contractor contractual engagements,
undertaken by Eversheds Sutherland. Further
detailed analysis continues on a case by case
basis for a number of individuals highlighted in
the review.

A significant capital project to implement a new
ERP system is also currently in progress. This
will replace a number of legacy Finance and HR
systems thereby improving the approval
workflow, oversight and reporting functionality
in respect of Contractor engagements.

A — AGREED ACTION PLAN

Priority

Manager
responsible and
Completion Date

31 December
2019

Ongoing to Q4
2019
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Introduction and Background

Introduction

It is a basic principle of good internal control and public procurement policy
that competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances for adopting a different approach. As a
public body, RTE is obliged to comply with public procurement guidelines.
This provides for formal tendering at national and EU level, depending on the
threshold levels of spend and other circumstances of the purchase.

In addition, a competitive process carried out in an open, objective and
transparent manner can achieve best value for money in public procurement.
Compliance with National and EU procurement guidelines also assist in
ensuring that procurement activity is undertaken honestly and fairly, while
upholding high standards of integrity.

Background

National and EU Tendering Procedures

The Office of Government Procurement issued the most recent version of
Public Procurement Guidelines for Goods and Services, issued in January 2019.
This document sets out steps to be followed in conducting an appropriate
competitive process under EU and national rules. The EU threshold values are
updated every two years and the thresholds from 1 January 2020 to 31
December 2021 are applicable for this review.

Code of Practice for the Governance of State Bodies
The 2016 Code of Practice for the Governance of State Bodies (“the Code”)
contains specific requirements regarding the monitoring of compliance with
Public Procurement rules and the reporting of same.

Section 8.16 of the Code states the following, under Procedures for
Procurement:

“The Board should satisfy itself that procurement policies and procedures
have been developed and published to all staff.”

Section 8.16 of the Code also states that the Board:

“should also ensure that procedures are in place to detect non-
compliance with procurement procedures. Entities should have a
contracts database/listing for all contracts/payments in excess of
€25,000 with monitoring systems in place to flag non-competitive
procurement. Non-competitive procurement should be reported in the
Chairperson’s comprehensive report to the Minister. ”

RTE currently has three key payment systems to pay individuals and
companies supplying goods/services to RTE: Accounts Payable-

» Accounts Payable is used to pay suppliers of goods,
professional fees, corporate services etc. All purchases, irrespective of
value, are firstly approved by the relevant costpool manager. The level of
additional approval, up to Director-General and Board level, varies
depending on the contract value (Delegated Authority Limits).

A formal process exists via the Purchase Order (“PO”) System on

to check if a competitive tender process has taken place for orders
>€10,000. In addition, Procurement carry out follow-up monitoring checks
to assess compliance.

> q is used to pay non-employees providing “personal
services”, including any company whose primary function is to provide the
personal services of a named individual. In addition, casual employees and
employees on very short fixed term contracts are paid via t

Fees. Payments are approved by two approvers — generally a costpool
manager and a second relevant approver (primarily a member of finance).

» Payroll is used to pay for the services of all other RTE employees and is
not used to make payments to suppliers or third parties.
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Risk, Objective and Scope

The key corporate risks (Q4 ‘20 update) addressed by the report are as
follows:

Risk # 4 — Brand and Reputation (FOI requests etc);
Risk # 8 — Management of Finances and Business Planning; and
Risk # 10 — Legislation / Regulation & Compliance.

Objective

The objectives of this audit are as follows:

= Determine if there is a valid contracts database in place listing all
payments/contracts in excess of €28,000 (€25,000 threshold + non
recoverable VAT (“NRV”));

= Verify the accuracy of entries into the database, with reference to
source documentation and contracts;

= Understand the procurement monitoring systems in place; and

= |Investigate and report on instances of non-compliance with
procurement procedures, if any.

The scope of our review covered all payments made in excess of €28,000
during the period 1 January 2021 to 31 December 2021, across the A-
system.

The audit involved testing the contracts database as follows:

NN N N N NN

Agreeing the total spend per the database to the accounting system;
Selecting a sample of suppliers and checking the accuracy of spend listed
on the database to that recorded on the accounting system;

Reviewing the database and spot-checking mathematical accuracy
(percentages, totals, formulas, etc.);

Checking the database for unusual items;

Reviewing the list of exemptions/out of scope items for reasonableness
(exempt from complying with procurement procedures);

Filter the report by the various categories and perform a reasonableness
check on the categorisation of the suppliers; and

Testing a sample of items listed as “tendered” in the database to confirm
that a tender process occurred for each and that it was the correct tender
process (including alternative tendering procedures).

The scope of our audit did not include:

X

SRS

Contributors paid via_ — separate processes following
Eversheds Review — see page 5;

Payments to employees;

Payments made via Purchase Cards; and

A review of payments/contract values below €28,000 in value.
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Overview and Context of Findings

- —

RTE engages Contractors via a variety of contract types, as follows:

* Sole Trader;

* Limited Company;

* Actor;

e  Writer;

* Special Guest; and

* On The Spot Contributor.

As outlined on the previous page,- Fees is out of scope of our testing of the Procurement Register as a separate process (Eversheds review), and the
implementation of follow on actions, was undertaken.

New processes and policy have been implemented for the engagement of Contractors in RTE, in the context of the examination of freelance/contractor
contractual engagements, undertaken by Eversheds Sutherland. Training and briefings for Line Managers has also took place.

While procedures are in place in respect of payments via A- there is less formal monitoring and reporting of tendering in respect of Contractors engaged
via -t fees.

A significant capital project to implement a new ERP system is also currently in progress. This will replace legacy Finance and HR systems thereby improving
the approval workflow, oversight and reporting functionality in respect of Contractor engagements.

Accounts Payable |

Data Analysis
Payments were made to 1,686 suppliers on- from 1 January 2021 to 31 December 2021. The total value of payments made was €160.2 million and

this is the scope for our audit testing.

Categories Out of Scope:
Of the €160.2 million in payments, €65.6 million (40.9%) was excluded from testing as it fell into an out-of-scope category or another process. The graph
overleaf provides a more detailed break-down of these items.

Page 5
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Findings

Findings — Overview

L: Categories Out af Scope / Seperate Process f40. 9%

i

L1l%

3%

2: Procurement Register 202 L tby category]

iil.ld“# rahald

i Tendar Pracam

= Out of Seap T

Frocesr

= gk Tenderad by End 11

Fande faud [o Be

Enndirmgd

As illustrated in the above charts, 40.9% (€65.6 million) of expenditure is out of scope or has a separate process in place. For example, sports rights for a sporting
event are held by a single rights holder and are procured via a bidding process organised by the rights holder. Suppliers assigned to these categories have been

examined to verify accuracy. The reason for their exemption was investigated and deemed reasonable.

Of the remaining 59% (€94.7 million), a tender process occurred for 52.3% (€83.9 million) and 5.4% (€8.5 million) fell below the threshold which required a more

formal process under Public Procurement Rules.

This leaves 1.1% (€1.8 million) of total spend not subject to a tender and the tender status of a further 0.3% (€0.4 million) was unknown at the point of testing. It

is reasonable to conclude that the latter expenditure is unlikely to have been subject to a tender process.
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Findings (Cont’d)

Review of Compliance

The audit identified an absence of a formal procurement process at the time of testing for 1.1% (2020: 1.6%) of expenditure via - in 2021. This
represents €1.8 (2020: €2.4) million in expenditure and 21 (2020: 31) suppliers.

The level of exception has fallen by €0.6m from prior year and there was also a reduction of 10 in the number of supplier exceptions. This reflects the action
by the Procurement Team in 2021. Please see table below for further details on the exceptions.

Expenditure Band | suppliers €'000
1: Absence of Formal Procurement Process Audit Population <€50k 7 265
Payment System €m # Suppliers €50k - €100k 8 566
- 2021 160.2 1,686 €100k -€214k 5 656
2020 151.6 1,700 | _|>€214Kk (EU
1 283
Movement 8.6 -14.0 -0.6 -0.5% -10.0 -0.6% M—-—.:__

Total ﬂ 1,770

In the case of a further 0.3% (2020 — 0.2%) of spend, the tender status at the time of testing was unknown. This represents €0.4 (2020: €0.4) million in value

and 10 (2020: 7) suppliers. Please see table below for further details.

2: Tender Status Unknown Audit Population
Payment System €m # Suppliers

- 2021 160.2 1,686 0.40 0.25% 10 0.6%

- 2020 1516 1,700 | o036 0.24% 7 04% |
Movement 8.6 14 | oo 0.01% 3 02% |

As shown, the level of compliance has improved on the prior year results in Table 1 (Absence of Formal Procurement Process), but has remained largely
unchanged in Table 2 (Tender Status Unknown).

It is useful to also consider the consolidation of both exceptions highlighted above ('non tendered' and 'tender status unknown'). On that basis, we noted that
the aggregate value of the exception fell by €0.6m in 2021, illustrating a higher level of valid competitive tendering in 2021 and the continuous effort by the

Procurement Team to reduce the levels of non compliance over recent years. However, further work is necessary to reduce the level of non compliance.

Under the 2016 Code of Practice for the Governance of State Bodies, non-compliance must be monitored and reported at each year-end.
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Conclusion and Rating

Conclusion

The 2016 Code of Practice for the Governance of State Bodies contains specific requirements regarding the monitoring of compliance with Public Procurement
rules and the reporting of same. In monitoring compliance with these rules, Internal Audit (‘IA’) carried out a review of all payments made in excess of €28,000

payment systems. We verified whether a valid contracts database was in place, listing all
payments/contracts in 2021. IA also carried out testing on the database, verifying random samples as necessary.

during the period 1 January 2021 to 31 December 2021, on the

Our finding highlights that a formal procurement process did not take place for 1.1% of payments to suppliers in 2021. The tender status of a further 0.3% of the

total population was unknown at the time of testing.

While these exceptions exist, the position has improved from prior year and reflects the continuous action by the Procurement Team to reduce the levels of non
compliance over recent years. The improvement is illustrated in a reduction of 10 suppliers in the number of suppliers where a formal procurement process did

not take place. In value terms, this represents an improvement of €0.6m.

In addition, IA notes that a number of open audit actions are ongoing — please refer to Appendix 1 for full details of audit recommendations.

v" Tender Process;

v ERP System;

v Monitoring and reporting; and

v’ Oversight by Procurement department.

On the basis of the above findings, we assess the overall process as “Improvement Needed”.

IMPROVEMENT NEEDED
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Appendix 1 — Audit Recommendations

1 Tender Process: Where required for the exceptions identified in the report, a Head of Procurement / 31 December 2022
new/updated tender will be carried out. Project Manager(s) & FD / FC
locally
Public procurement will continue to be carried out in line with the RTE Procurement
Policy.
2 Monitoring / Reporting of non compliant procurement spend: The non compliant Head of Procurement 31 July 2022 &
tender spend and unknown tender spend as noted in the report should be reported to ongoing

the relevant division and monitored accordingly.

3 Implementation of new ERP System(s): A major capital project to implement a new ERP CFO/ 31 December 2022
system is currently in progress. This will replace a number of legacy Finance and HR Group Financial Controller
systems.

This project will bring a number of benefits to the Payables modules including better
visibility of data, better functionality and more efficient workflows. The new ERP system
will assist in improving the monitoring controls and oversight of the procurement and
tendering functions.

4 Oversight by Procurement Department: Managers in the Procurement Department Head of Procurement Ongoing
now oversee procurement activity by expenditure category.

The project to identify and manage the Top 10 suppliers of products/services to each
Division and to the RTE group is ongoing. A named individual is identified as responsible
for managing the supplier relationship and for all tendering and related matters. This
initiative will help identify issues, especially with large legacy suppliers. Procurement will
engage with the nominated individuals, with quarterly meetings taking place.
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Background

Background

Introduction: Overview of Supplier Payment Processes
The Accounts Payable department is responsible for the payment of suppliers
of goods, professional fees, corporate services, etc. The RTE Purchasing
Procedures and Guidelines govern practice in this area, with payment
processed via the Accounts Payable module in-

Certain low value purchases are processed by corporate purchase cards. The
personal services of named individuals / independent contractors are paid via
- fees. (Both these processes are outside the scope of this audit).

Purchase Orders

Purchases processed via Accounts Payable must have an approved purchase
order (“PO”) before any purchase commitment is made. POs are raised and
approved on using a web based tool — Web. Approvers are
determined by the costpool and the value of the PO. Tiered approval is
provided for in line with RTE’s delegated authority limits, as follows:

Tiered delegated authority approval limits

Order Value Approver

€0 - €10,000 Costpool Manager

€10,001 - Costpool Manager / Central Procurement / Senior
€100,000 Manager / FD of Division

€100,001 - Costpool Manager / Central Procurement / Senior
€250,000 Manager / FD of Division / MD of Division

€250,001 - Costpool Manager / Central Procurement / Senior
€750,000 manager / FD of Division / MD of Division / CFO
€750,001 - Costpool Manager / Central Procurement / Senior
€2,000,000 manager / FD of Division / MD of Division / CFO / DG

Goods are receipted on web, by the requisitioner, when delivered and
services are receipted when the service is completed. Invoices are sent by the
supplier to Accounts Payable for processing and payment. Any invoices sent
directly to the costpool manager are forwarded to Accounts Payable. Upon
receipt of invoices in Accounts Payable, they are firstly scanned and
electronically copied onto the relevant supplier account on -

Before an invoice is processed, it is matched to the PO and to the goods
receipt. Payment takes place, generally by EFT to the supplier’s bank account.

Invoice Manager

A small number of purchases are processed each month via invoice manager.
This is an alternative approval tool on whereby invoices are approved
by a member of Finance without an approved PO.

Purchase Cards

Goods and services may also be paid by purchase card. Purchase cards are visa
cards provided by Ulster Bank. They are used by a restricted number of RTE
personnel to make low value purchases of goods and services. All receipts are
retained by the purchaser and approved on a monthly basis by the relevant
costpool manager.

This, in turn, reduces the number of low value orders processed via -
web and reduces administration costs.

Receipting of Goods / Services

The system controls within do not allow an invoice to be processed for
payment unless it matches the goods receipt value on the relevant open PO.
There is a 5% tolerance limit to allow for variances such as delivery costs etc.

Payment

RTE is required to comply with the provisions of the European Communities
(Late Payment in Commercial Transactions legislation) Regulations 2012.
Procedures have been implemented to identify the dates upon which invoices
fall due for payment to ensure that payments are made by such dates.

Page 1 RTE




Objective and Scope

The key corporate risks addressed by the repon are as follows:

= [Risk F6 - Maragemsent of Finances and Business Manning
= Risk # 4 = Reputation and Comphancesn

Ciher spectiic fisks relevant vo this repost are as follows:

Fraud

Cuplicate Payments
Complance with Regulation
Purchate commiltments baing made preor 1o managereak approval
Inteesent T Risk f Sypstem Functlonality:

Hownever, by

their nature, manual controls are weakes than automatic  System
contrale,

The objective of this audin was 1o review the s rased b the yesr ended 31
Cecember 2017 and 1o Investigate any cases of goodsfservices receipted in
excess of the approved order amount, KPR places relance on this work as
part of thelr axternal awdit. 'We also review the timeliness of involes
payments and the extent to which ordoers are raised, snd approved;
advance of invoices,

The sutput of the audit is & report, an electronic file and working papers

Scope:

The scope of our reviéw coversd all POs (ecluding Capital WIP and
Commbssioned programme PO input) approved and processed durng the
peried 1 lanuary 2007 1o 31 Decembeer 2017, across all Dividions.  The audit
irvehad thres main afeas of work:

Coxpeparing the value of goods receipted to the value of the approved PO to
identify any deliberate by-passing of the purchase approval system and
inspecting sy ineaices processad in excass of approved orders;

Reviewing the number and appropriateness of Approvers and
Requsitioners per Division; and

Identifying the number of POs that were raised after the invoice date.

The scope did ot inchede:

£ Compliance with Tendering Rules in accordance with the 2016 Code of
Practice for the Government of State Bodies {covered in 3 separate 2018
audit repart ta follow)

¥ Reviewing purchase card payments

% ATl review of all invoices posted I:lrl- to detect duphicate payments
- indigectly covered as part of a separate awdit

Fage & R-Iﬁ




Data Analysis

© Purchase Order Data
11695 POs were raised in 2017, in comparison to 132,931 in 2016, (These
totalled 16,843 lines of orders, as some POs contained maultiple order lines),
The graph below provides an analysis of the number of POs raised by
Divasion:

Tevtad =

11,695

No. of Purchase Orders 2017 by Divisi

| Telavisian

Tou Sin
= Corporate
= Radia
B Commercial
Eirn
I e P AR T
B Mews
 Degatal

The graph bedow details the value, by Division; of POs raised in 2007, The
total value of POs ralsed in this perod was €19%6m [(E185 dm 0 2016

2en
em Thm @ Talavisian

Cllm

£Eim = Cofporate

= Radio
Wl

= Commeercial
= Dl

o M

o Decheestras

A further breakdowm of the numbers of POs by value threshodds is displayed
in the tahle below.

Value of PO Number of Orders Processed in 2017
€0 - €5,000 2,160

5,007 - €10,000 1,136

10,001 - €100, 000 1,112

€100,001 - 250,000 164

250,000 - 750,000 g4

£750,001 upwards a9

Tatal 11,695

Nobe:

B4 of the POs raised m 2007 were less than €100 m value and just over 34%
of those related 10 ten suppliers, generally recurring consumable supplies.
160 of the 44 POz under €100 in value have no invoice posted against them,

O Requisitioners and Approvers

At the end. of 2007, there were a total of 220 Approwers and 134
Recpuisitioners on The graph below shows the breakdown by
Dlirvisic,

Requisitioners and Approvers, by IBD

Telovizion e p— 1.5
Coporate T
O =

id §
Radic NPT R
e
we R 1 For i sitioner
Oigital Y '+

Cosmpnedcial .-'ﬂ‘ "
Drchestras B ¢

o o1 40 &0 =0
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Summary Findings

1} Purchase Recelpting Process

Of the 11,695 POs raised during 2017, 95 POs (0.8%) were highlighted for
further testing as the value of the goods receipted against the order exceeded
the original approved order amount,

A summeary of the review of the 95 arders is set-out balow!

e

EHo lssue

Below 5% threshold {Ordery
e pred

winyoscs Posted > Grder

© Bakow
Inyeice

ol [Orcliar ¥

BValid Reasen

Etxcoption

For 79 of the crders, the amount inveiced  was equal to, o less than, the
approved PO and no furtber action was therefore necessany. In these cases, the
ewtess receipting above the order vakee occurred due to a manual error on
receipting {e.g. 4 mix up between the price and quantity fiebds). A further 8 were
wathin the .

In the case of 8 further orders, both the goods receipted and the involos
processed were In oexcess of the original approved order. These orders were
investigated further. OF the 8, four are below the threshold. In the rermaining
four cases, they were valid payménts and no sgudil exceptions amose. See the
Action Plan (#1) for full detalls of the explanations,

2) Requisitioners and Approvers

We reviewed the list of PD Requisitioners and Approvers, concleding that
the number and job roles of the individuals is appropriate, We identified a
significant number of departed individual still fisted as an Approvers [/
Requisitionar, An employes sel up as an Approver under an incorrect staff
numbser is also conddered in acticn # 4,

3} Raising POs before Involce

A companson of the date the PO was approved compared 1o the Invoice
date ws undertaken. In 2017, we dentified that 34% of PO were dated
after the bmeedce date, This finding highlights a sk of purchase
commitments being made prior vo managerkal approval of the order.

See the chant below for further analysis of the in scope orders:

| Analysis of POs - 2017 v 2016

Eirder Date
B Le invake
dnte

WOy e
after tho
lreoice date

g bnmaterial
race paniss)

7 1016

Az pant of pther audit work we idestifed significant emprovements durning
the course of 2017, following actions by 3 Finanoe Workng Growup,

vt RTE



Conclusion

Conclusion

Internal Audit carried out a review of the processing of all POs in 2017. The audit did not highlight any deliberate fraudulent attempts to circumvent the
Delegated Authority Limits by inappropriately receipting, and paying for, goods with a value in excess of the approved order amount.

We reviewed the list of PO Requisitioners and Approvers by Division, concluding that the number and job roles of the individuals is appropriate. Actions to
address some matters are set-out in the action plan, in particular the existence of departed Approvers and Requisitioners still having active accounts on-

We noted that 34% of POs were dated after the Invoice date which highlights an issue regarding the extent to which purchase commitments are being made
prior to managerial approval. In line with the RTE Purchasing Procedures, the PO should be raised and approved prior to making the commitment and in advance
of receiving the invoice. An ongoing Finance Group has been working to address this issue since late 2016 and improvements are evident when compared with
the last audit. The work of the group will continue and we expect that the positive impact of the action will be continued into 2018.

The standard of control is satisfactory in terms of the purchase receipting process. However, on the basis of the above findings, we assess the overall standard of
control as “Improvement Needed”. We appreciate the assistance of staff in Accounts Payable and Central Purchasing.

Rating IMPROVEMENT NEEDED
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017

A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date
Purchase Receipting Process
1. Invoices processed in excess of Approved Order Value N/A " No action necessary — no inappropriate N/A N/A

Background

95 of the POs (0.8%) raised in 2017 were highlighted for review
as the value of the goods receipted exceeded the original
approved order amount. For 79, the amount invoiced was equal
to, or less than, the approved ordered amount and no further
action was therefore necessary. A further eight were within the
acceptable- threshold.

Finding

In the case of the remaining eight orders, the invoice processed
was in excess of the original approved order. These orders were
investigated further, as follows:

e In four of the eight exceptions, the invoice processed was
less than the acceptable. threshold and did not require
further investigation.

e For the other four orders an invoice was processed, and
paid, for an amount in excess of the original approved order.
Details are set out in the table below:

Service Provided Approved Invoice Invoice > Analysis
PO Value Paid Order Below
Catering Service €900 €981 -€81 1
Catering Service €827 €1,018 -€190 1
News Agency €9,000 €9,533 -€533 2
Catering Service €3,200 €3,924 -€724 1
RTE Internal Audit

processing of invoices greater than the
approved order amount.
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017

Finding

A valid purchase / payment was made in each of these instances.
See below for a more detailed explanation of each exception.

1)

2)

Catering Service:

The PO was raised for the amount prior to any VAT being
applied in these three instances. VAT is not reclaimable on
Food/Drink so the full cost (including the VAT charge) was
paid. The entitlement to deduct input VAT relates solely to
VAT incurred on costs of accommodation and does not
include VAT incurred on expenditure on food or drink.

News Agency:

Blanket PO: The original PO was raised as a blanket PO to
cover varying monthly charges from the supplier. However
the actual charges exceeded the blanket PO and an amount
was paid before further POs were raised and approved. This
is a valid payment.

Management Comment Agreed Action

A — AGREED ACTION PLAN

Priority Manager
responsible and
Completion Date

PO Management

2. Purchase Orders raised after the Invoice

Background

A comparison of the date the PO was approved as compared to
the Invoice date was undertaken on the data-set used to
examine receipting.

The scope of our review covered all POs (including Capital WIP
and Commissioned programme POs) approved and processed in
2017, with the following assumptions:

Three days “grace” period for minor administrative delays
will be allowed

RTE Internal Audit

Finance Working Group

The Finance Working Group will continue
to monitor the level of compliance and
liaise with Finance teams. The Group will
coordinate the issuing of reminders to
Requisitioners and Approvers that an
approved order should be in place prior to
making any purchase commitment and
prior to receiving an invoice for the goods
/ services.

in
conjunction with
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017 A — AGREED ACTION PLAN

Finding Managemont Commaent Agroed Action Prigrity | Manager
rasponsible.  and
Complethon Date
Orders te the value of <€ 1,000 will be exduded from resalis Data ond Reporting
All currencies will be inclsded Reports detailing the number of After-the-
= The following categories of expenditure will be omitted from Fact POs will be prepared monthly for
the anahsis 50 the results are not distorted: risvien a1 the monthly Finance Maeting.
Competition Winness,
Donations; The level of compliance [of POs raised
Rates; and before the involoe dave] will be monitoned
Bepartment of Foreign Affairs (trawel recharges] lscally and actioned accordingly based on
the report.  This will involee Baking with
Findings Reguisitioners  and  Appprovers, as
Thie results of thi analysis weore as follows: required, o.g. where issues of persistent
»  We indentified that 34% of the POs approved disring After-the-Fact POs are identified
M7 wers daved after the lwoice date [“After-the-
Fact™).

= For the same period i 2016, 46% of POs were dated
after the Invoice
e The wial number of POs generated m thve pedod {within
googe fior this test) s simidar wear on year, with 7450
Pds raised in AOAT and 7,513 in 2016,
See the chart below for further analysis of the in scope arders;

Analysis of POs - 2017 v 2016
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Impact

This finding outlines a risk of purchase commitments being made

prior to managerial approval of the order. In line with the RTE

Purchasing Policy, POs should be raised and approved prior to

making any commitment. The invoice would then be expected

to follow at a later date.

It should be noted that some of these would have already been
approved as part of another process, prior to the PO stage e.g.
capital approval form, business case, or purchase of a
programme / rights.

This finding also has a knock-on effect on RTE’s compliance with
The European Communities (Late Payment in Commercial
Transactions) Regulations 2012.The Regulations provide that the
standard deadline for public authorities to make business
payments is 30 days and that Interest shall be payable in respect
of a late payment if claimed by the Supplier.

A specific Finance Working Group was established in late 2016 to
implement action and monitor the level of compliance locally in
the Divisions. We noted evidence of improvement in the
timeliness of the raising orders in the latter months of 2017
period (as compared to the equivalent period in 2016), following
the implementation of actions. The full year impact of the
improvements and actions should be evident in 2018. This Group
will continue local monitoring once the new financial structure is
in place.

RTE Internal Audit Page 9



REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017

A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

Legacy Open POs An exercise to review the number of L

legacy open POs that are no longer

The total value of open POs (i.e. POs received, but not yet required will be undertaken, at least half

invoiced) at 31 December 2017 was €5.5 million comprising of yearly, in each of the Divisions.

€3.2 million for POs raised in 2016. This comprises various low Controller

value amounts across the number of POs. The equivalent value Any POs that are no longer required will to 30 June 2018

at 31 December 2016 was €8.4 million. be closed as necessary.

Given the passage of time and the high volume of orders, it is

likely that there are a number of legacy open POs that are no

longer required and need to be closed.

Requisitioners & Approvers of POs

Departed Employees Departed Approvers / Requisitioners M

Background

The number and appropriateness of Approvers and
Requisitioners on at 31 December 2017 was reviewed.
These listings were compared with recent staff lists from HR to
ensure that all Approvers / Requisitioners were employees of
RTE and reviewed for other unusual features.

Findings

e Atthe end of 2017, there were a total of 220 Approvers (217
in 2016) and 184 Requisitioners (184 in 2016) on-

e Departed Approvers / Requisitioners:
a) A number of Approvers on the listing (as at 31
December 2017) are former employees who departed
from the organisation in late 2017, and should not still

RTE Internal Audit

Once the remainder of departures have
taken place, IT Finance will review the
listing of Approvers and ensure that work-
lists have been transferred and their
accounts deactivated.

The listing of Requisitioners will be
reviewed and all departed employee
accounts will be closed immediately.

Employee set up under incorrect ID
Number

This employee will be set up on

under their correct staff ID number. The
incorrect Approver number will be made

inactive on [l and all previous

30 June 2018

31 March 2018
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REVIEW OF PURCHASING COMPLIANCE - YEAR ENDED 31/12/2017 A — AGREED ACTION PLAN

Finding Management Comment Agreed Action Priority Manager
responsible and
Completion Date

be listed as active Approvers. Many of these people transactions will be given a note so that
departed either under the Voluntary Exit Programme or the trail of transactions will not be lost.
retirement.

In mitigation, in order for the work lists of these
departed approvers to be transferred temporarily to
other current employees, their accounts still need to
remain active. Once the work lists have a finalised
designated approver, the accounts of the departed
employees will be made inactive.

b) We also indentified a number of Requisitioners on the
listing that are former employees, who departed from
the organisation in late 2017. Unlike the Approvers,
there is no business reason for these accounts to remain
active and they should be closed.

e Employee set up under incorrect ID Number:
a) We identified one Approver (recently joined) that was
set up on under an incorrect Employee ID
number due to an administrative error. In order to avoid
confusion, this will need to be amended in some way as
there is a risk that a future staff member will be
assigned this staff number.

RTE Internal Audit Page 11
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RTE

REPORT TO THE AUDIT AND RISK COMMITTEE
(INTERIM REPORT ON RISK MANAGEMENT — TOP RISKS OF NON-BROADCAST DIVISIONS;
CORPORATE RISK REGISTERS; INTERNAL FINANCIAL CONTROL)

MEETING: 13™ MARCH 2014

Circulation

Members of the Audit and Risk Committee: CC:

Sean O’Sullivan (Chairman) Noel Curran (Director-General)

Karlin Lillington Breda O’Keeffe (Chief Financial Officer)
Eunice O’'Raw Cillian DePaor (RTE Group Secretary)
Stuart Switzer Fiona O’Shea (Group Financial Controller)

Ruaidhri Gibbons (KPMG Audit Partner)

Emer Finnan
(Advisor to Audit & Risk Committee)
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REPORT TO THE AUDIT AND RISK COMMITTEE
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REPORT TO THE AUDIT AND RISK COMMITTEE

11

12

13

EXECUTIVE SUMMARY

PURPOSE OF MEETING
The purpose of this meeting is to:

* Facilitate the Audit and Risk Committee to commence its review, on behalf of the Board, of the effectiveness of the internal control system in RTE; and
=  Qutline the work performed by Internal and report the results of the audit testing carried out.

INTERNAL CONTROL

Internal control is a process, implemented by an organisation’s board, management and other personnel, designed to provide reasonable assurance regarding the
achievement of business objectives. As outlined in more detail in Appendix A, internal control encompasses a broad range of processes and activities throughout
the organisation including policies and procedures, approvals, authorisation limits, reconciliations and supporting financial management information systems.

WHY REVIEW THE EFFECTIVENESS OF INTERNAL CONTROL ?

The Code of Practice for the Governance of State Bodies

A review of the effectiveness of the system of internal control is a requirement of the Code of Practice for the Governance of State Bodies (“the Code of
Practice”). Published by the Department of Finance in June 2009, compliance with the Code of Practice is mandatory for RTE and each of its subsidiaries.
Section 10.1 requires that:

“The Board is responsible for the body's system of internal control and should review annually the effectiveness of the body's system of internal
controls, including financial, operations and compliance controls and risk management” .

The annual report of each State Body must include a statement on “internal financial control” (using a prescribed format) and the external auditors are required
review this statement. The Chairperson’s annual report to the Minister for Communications, Energy and Natural Resources must also include a statement on the
system of internal financial control.

RTE Internal Audit Page 1




REPORT TO THE AUDIT AND RISK COMMITTEE

14 WHAT SHOULD THISREVIEW INVOLVE?
Guidance has been published to assist Audit Committees to discharge their duties in this area:
= The publication “Internal Control: Revised Guidance for Directors on the Combined Code” (commonly referred to as the “Turnbull Guidance”) outlines the
procedures which should be performed during a review of the effectiveness of a system of internal control. While applicable to listed companies, this
document is the key reference point for all Boards. See Appendix B for an extract from the Guidance setting out the questions which the Board may wish to

discuss with management when carrying out its annual assessment of internal control.

=  The Office of the Comptroller and Auditor General issued guidance for completing the Code of Practice statement on internal control (although this guidance
has not been re-issued to reflect the 2009 updates to the Code of Practice)

The guidance in these two documents has been taken into account in determining the nature and scope of the work undertaken as part of reviewing the system of
internal control in RTE.

15 METHODOLOGY

Internal Audit has undertaken audit work in order to provide assistance to the Audit and Risk Committee as it reviews the effectiveness of the system of internal
control. This work involved:

1) Spot checks on compliance with the Code of Practice for the Gover nance of State Bodies
2) Coordinating the completion of internal control self-assessment questionnaires, used by the divisions to assess the:

=  Financial control environment
= [T control environment

3) In conjunction with the Head of Statutory Compliance / RTE Risk Officer, assisting the divisions to update their risk registers— these are maintained by each
division as a standalone Microsoft Excel document, with an overall summary / cover sheet outlining the top risk of the division.

Given the large agenda, this work is being presented to the Audit and Risk Committee in two parts:
e Today — Top risks in 2rn and in Digital; selected Corporate risk registers; Internal Financial Control.

e 9 April 2014 meeting — Top risks in Television, Radio, News and Current Affairs and Orchestras; Selected Corporate risk registers; RTE Group “Top 10”
Risks; Code of Practice for the Governance of State Bodies.

RTE Internal Audit Page 2
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REPORT TO THE AUDIT AND RISK COMMITTEE

21

22

BUSINESSRISKS

DOCUMENTATION BY IBDs

Each IBD completed an exercise which involved documenting:

= [ts primary objectives, as per the MAR / Strategy 2013-2017 document;
= The key risks to the achievement of those objectives;
= [ts assessment of the likelihood and impact (both financial and reputation) of each risk;
= The controls it has in place to manage each risk; and

=  The “owner” of each risk.
RIsk UNIVERSE FRAMEWORK

Any organisation is subject to a
broad range of potential risk areas.

For the purpose of background
information, the following risk
universe provides an overview of the
types of risks faced by a typical
organisation of RTE’s size:
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REPORT TO THE AUDIT AND RISK COMMITTEE

2.3 DETERMINING RISK RATINGS

A large number of risks were identified by management across each of the IBDs. In order to prioritise risks and to identify the key risks in RTE, we used
management’s assessment of the significance and likelihood of each risk to calculate an overall risk rating for each risk, on a scale of 1 to 25. The following risk
assessment matrix summarises the way in which each risk rating was calculated and maps the risk ratings to a general classification of low, moderate or high risk.

Negligible Low Moderate High Extraordinary
(1) (2) (3) (4) (5)

10

Example:
Likelihood of risk: High (score = 4)
Impact of risk: Moderate (score = 3)

= Risk rating = 12 (4 x 3)
i.e. Moderate Risk

Negligible (1)
Low (2)
Moderate (3)
High (4)
Extraordinary (5)

Low Risk
Moderate Risk
High Risk

1 Management rated the likelihood / impact of risks on a 5 :
I point scale ranging from negligible to extraordinary (where 5
= is extraordinary) :

(Notere: calculating risk rating:
- In instances where management’s assessment of the financial impact and the reputation impact of the risk is different, we have used the higher of the financial

or reputation impact.

- In some cases where more than one risk had the same significance rating, management increased/decreased the significance ratings of individual risks by 1-2
points in order to place emphasis on the significance of one risk vis-a-vis another. As a result, the calculation of the significance rating may not correspond
exactly to the risk assessment matrix in all cases).

RTE Internal Audit Page 2




REPORT TO THE AUDIT AND RISK COMMITTEE

24 KEY RISKS

We have set out in the pages overleaf the “top risks” for the following non-broadcast divisions:

= 2m
= Digital

The risk registers of the following Corporate functions are also set-out overleaf:

= Technology

= Saorview

= Property and Services
* RTE Guide

= Legal Affairs

A number of other risk registers, including the output divisions, will be table at the meeting of 9 April 2014. In addition, the meeting will consider the RTE
Group Top 10 Risks.

RTE Internal Audit Page 3




RISK REGISTER - 2RN



TOP RISKS IN 2RN - 2014

Uersus RanR

in Prior Year

(4)

[T [Business Risk Ref. Risk Owner | Likelihood | Financial Repum 'Significance [Control
impact impact rating
(1-25)
Adverse findings arising from ComReg's 24 Financial Moderate Figh Voderate 12 @) [Robust response to documents etc. and clear
investigation of alleged abuse by 2rn of its Controller presentation of 2rn's position
dominant position in the market for the provision of b) |Engagement of relevant legal / regulatory
\Wholesale Analogue Terrestrial Television experts to assist as necessary
| Transmission and Distribution Services b) |Provision of back-up documentation and financial
models to support position
|
| 2 [Significant reduction in prices chargeable to major 41 Telecoms High Moderate Low 12 a) |Fixed price contracts in place for existing
customers arising from customer demands for Industry lequipment
reductions and competitive pressures Manager b) [Begin negotiation process well in advance of
expiry of current contract and incentivise
customers to sign at current contract value by
I offering enhanced operating terms and improved
service levels.
c) |Incentives for customers to add equipment
|
3 |Loss of a major customer (2rn is reliant on a small |4.2/4.5] Telecoms Moderate Moderate || Negligible 10 a) |Regular meetings with major customers to
number of large customers), especially in the context Indurtry review levels of service and customer
of the broader consolidation currently underway in Manager requirements
the Telecoms industry. b) |Contracts in place with large customers
c) |Regular meetings and follow-up with potential
targets to explain service offering
d) |Today FM examining access arrangements
under new regulatory framework
e) |O2: rolling short term contracts in place, pending
Competition Authority / European Commisison
decision on sale of business
! f) Meteor: as above
™7 [Ongoing economic turbulence resuing in the 4.3 Telecoms Moderate Moderate Low 9 @) |Management monitor movements in income on a
contraction of major customers' businesses and, Industry monthly basis
| consequently, loss of revenue for 2rn. Manager
b) |Regular meetings with major customers to
I review levels of service and customer
requirements
|
=5 [Poor weather conditions resulting in addiional 49 Executive Moderate | Moderate | Negligible ] @) [Insurance cover for all equipment
I cost incurred to fix faults / replace damaged Director /
lequipment. Head of b) |Maintenance program ensures equipment is
Operations /eather-proofed insofar as is practical
c) |Building / Structure / Equipment design caters for

bad weather insofar as is practical

(3)

()

(2)

(8)




Versus Rank
in Prior Year

New to Top
Risks

)
(10)

Business Risk Ref. | Risk Owner | Likelihood | Financial jReputation | Significance JControl R|
impact impact rating
(1-25)
6 [Failure to understand, and respond to, emerging 3.1 Executive Moderate Moderate Low 3 a) JOngoing review of market developments
technologies resulting in a loss of customers. Director
b) JRegular attendance by staff and management at
appropriate industry seminars and exhibitions
c) JOngoing education and training in the division
7 |Failure to deploy existing staff to best advantage 5.2 HR Executive Low to Moderate Low 9 a) JOngoing review of organisational structure in a
due to Restrictive Agreements with staff. Moderate view of changing business environment
b) fOngoing RT negotiations
8 |People and skills risks arising from organisational 5.1 Exedutive Moderate Moderate Low 9 a) JReview of key tasks and skill sets required post [a
change: Director / exist of staff
Financial
a) Reorganisation of Finance Function and impact Controller b) JDetailed monthly review of control procedures b
on segregation of duties
b) Impact of restructuring and change
c) Failure to fully deliver work practice changes in a
timely manner c) ork practice changes / process changes as
necessary
9 |2rn unable to optimise involvement in Digital 3.2 Business Moderate Moderate Low 9 a) rMembership and full participation in "Digital a
development in Radio Development Radio for Ireland" Group
Manager b) JRegular attendance by staff and management at
appropriate industry seminars and exhibitions
c) JOngoing review of market developments
10 |Breach of Banking Covenants in place for 4.6 Financial Low Moderate High 8 a) JContracts in place with customers, thereby a
borrowing. Controller providing clarity on forward revenue streams and
cash flows
b) JQuarterly Review Process b
c) [Monitor revenue base: begin negotiation process b

ell in advance of expiry of current contract.
Incentivise customers to sign at current contract
value: enhanced operating terms and improved
service levels.

(5)




RISK REGISTER - DIGITAL
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RISK REGISTERS — CORPORATE FUNCTIONS



Technology Risk Register - February 2014

Rank [Risk Category

Business Risk Risk Rating

1 [Operational Risk Single points of failure in critical broadcast infrastructure, negatively impacting broadcast continuity and output.
Examples include the single playout facility in the TV Building (i.e. no second off-site facility) and the single
point of failure in the Sky uplink disk in the 'satellite farm'.

2 JFinancial Risk Financial resource constraints leading to under-investment in technology infrastructure and systems resulting in
continued "sweating" of ageing and legacy equipment, which could lead to operational impacts and
inefficiencies.

3 Market and Commercial [Loss of competitiveness and market share due to a delay in rolling-out new broadcast technologies, especially

Risk delays in upgrading studios to High-Defintion in a timely manner.

4 [Operational Risk People and skills risk to include: Moderate
a) Skills development impacted by insufficient training and development plans being in place; and
b) Insufficient knowledge sharing taken place previously.

5 [Operational Risk Resistance to implement revised work practices and to engage in more collaborative, innovative working Moderate’
arrangements. Ultimately, this may impact on the organsiational culture required to implement the RTE
Strategy 2013-2017.

6 Operational Risk / Breaches in, or failure of, IT security resulting in reputation damage or lack of availability of key systems. This Moderate

Reputation Risk

could arise due to intentional or unintentional misuse of RTE technology systems such as unauthorised access
to, or inappropriate use of, IT systems.

1: Assessed as "moderate” for Technology personnel, and "moderate" in relatation to RTE personnel generally.




Saorview Risk Register - February 2014
1

Rank |Risk Category Business Risk Risk Rating
1 Strategic Risk / Financial Risk Reduction of UHF spectrum for terrestrial broadcasting due to the reallocation of UHF spectrum to mobile Moderate
broadband and related uses. This may have a negative cost impact on RTE and the consumer.
2 Strategic Risk The negative impact on the attractiveness of DTT, to third party broadcasters, due to the cost of carriage.
3 Reputation Risk The withdrawal of a broadcast customer(s) from the market, resulting in a knock on impact on the cost of Moderate
carriage on DTT.
4 Reputation Risk / Financial Risk

Failure to deliver the SAORVIEW Technology Roadmap due to insufficient funding.




Corporate Risk Register

Property and Services - February 2014

Business Risk

Jinsutficient capital expenditure adversely impacting the building fabric and increasing the risk of
lobsolescence in equipment and technology. In turn, this could lead to failures and breakdowns,
possibly impacting on production output.

IA postponment of the Project 2025 redevelopment plan, and the corresponding impact on short term
capital investment, is an important underlying factor.

[The impact of restructuring and change in the business, such as:

I Insufficient investment in training to upskill existing staff to take on new roles;

- Deficits in experience and skills due to retirements; and

I Failure to deliver improvements in work practises and to absorb the extra work load for staff members
remaining in the department.

Signmcance Key Controls

Constant review of assets carried out to determine he assets most at risk.
In drawing up Capital Budgets priority given to essen ial works to ensure no unplanned obsolescence
in the lifetime of the plan.

Rolling Capital Plan

Engagement with engineers and architects as necessary / works carried out

eorganisation of he departments and reassignment of respon5|bﬂm
filled promptly and services continue to be provided efficiently

Work practice change and discussion with staff and Unions as necessary
Internal communications process to keep staff informed

Succession planning

Loss of the following key on-site facilities for a prolonged period of time due to a fault or breakdown:

9 Ja) |Disaster recovery plan in place.
b) |Business Continuity Plan in place.

I unauthorised access to the RTE Campus
- theft of equipment
- unauthorised access to live studio during broadcast

| electricity c) [Second ESB supply installed with automatic changeover in the event of ESB outage.

- gas d) [Monitoring systems in place - IT System to highlight faults in plant and equipment as they occur

|- air-conditioning

- water e) [Regular maintenance in line with an agreed schedule of maintenance

JSecurity breaches resulting in: 9 Ja) JAccess controls in place / CO-TAG system and perimeter security. Procedures for laptop physical
security

b) JEmployment of competent security personnel

c) JCCTV and monitoring controls in place

d) |Standard operating procedures for Management of Audiences at Live Television Programmes
e) JRisk Assessments carried out - enhanced security controls for high profile events

f) JRoutine checks of vehicles exiting the premises

Failure of key "day-to-day' upgrade projects, or problems in the delivery of projects from a project
ltimeline and / or project budget perspec ive

8 Ja) [Project Plans in place with timelines and consideration of risks
b) fDedicated Project Manager for projects
c) JOnly competent 3rd Parties are hired - preferred supplied list for building and related services

d) JEngage with users locally (e.g. in respect of recent staff accommoda ion changes / moves)

Non compliance with Health and Safety regulations (for example statutory minimum training
requirements due to tightening of training budgets) resulting in fines and / or adverse publicity and
reputation damage.

6 o) ISpecial training carried out as necessary - Working at Heights; Safe Pass; Manual Lifting; Working
with Electricity etc.

b) | Training records maintained on PeopleSoft / BMS System and monitored for the expiry of training
courses

c) |Safety Statements and "method statements" in place outlining safe procedures to carry out he work.

d) JAppointment of Health and Safety Officer and safety updates provided to local managers

e) [Circuit breakers installed across he system to prevent electrical excesses and similar physical
controls in place.

If) JEmployment of competent staff

o) JRisk Assessments carried out in advance of large projects




Corporate Risk Register

Property and Services - February 2014

Business Risk

Signmcance
rating (1-25)

Key Controls

7  [injury to staff member following a fall, working at heights, working with electricity etc. 6 Ja) ISafety equipment/clothing/safety harness provided to staff to prevent injury

b) [Special training carried out as necessary - Working at Heights; Safe Pass; Manual Lifting; Working
with Electricity etc.

c) |Safety Statements and "method statements" in place outlining safe procedures to carry out he work.
d) JAppointment of health and safety officer and safety updates provided to local managers
le) |Procedures in place for handling suspicious items in post and social media protocols

8 [JBusiness disruption resulting from industrial unrest or the unwillingness of staff to implement revised 6 a) [Regular meetings with union representatives.

work practices. b) JExistence of dispute resolution process.

c) finternal communications process to keep staff informed.
d) fPartnership meetings
e) JPerformance management and evaluation system for management.

9 rNon-compliance with, or lack of knowledge of, buildings engineering and maintenance regulations 6 Ja) [Procedures to receive regulatory updates direc ly to staff members (e.g. HSA updates, IBEC
notifications). Staff participate in internal safety forums as necessary. In addition, updates are
received from the RTE Health & Safety Officer.

b) JAccess to legal advice, as necessary
10 JFailure to maintain, store and dispose of hazardous materials / chemicals in an appropriate manner 6 o) |Safety statement in place

b) [Method statements outlining how work should be carried out

c) fCommunica ion with staff in relevant areas in the IBD's - make-up and wardrobe, services, building,
11 JEmployee / public liability cost due to an injury to a member of staff, contractor or visitor on site. 4 Insurance held

\Warning notices in place where needed
Access to sites is controlled / upgrade works at network "self-help" sites

)
)
)
)
d) JFormal audits by Dublin City Council approx. twicer per year and local (internal) audits also carried
)
)
)
) JAll major contractors required to produce method statements prior to commencement of work
)

Third Party employees and agents required to show proof of training (Safe Pass) as relevant
) |Safety statements in place
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Corporate Risk Register

Legal Affairs
Rank | Category Business Risk Risk Rating
1 Broadcast Risk Failure to comply with editorial standards and obligations to fairness,

impartiality and privacy

2 | Competition Law Risk Challenges to RTE’s revenue, both public and commercial, but particularly
the latter
3 | Operational Risk The absence of an organisation-wide training function to assess the training

needs of staff, to ensure that they are skilled to meet the needs of RTE,
resulting in deficits in experience and knowledge (post ERRF & VSF).

In addition, this weakness contributes to the absence of a system to identify
areas where skills’ problems arise and to alert management of same in a
timely manner.




SECTION 3 — FINANCIAL CONTROL




REPORT TO THE AUDIT AND RISK COMMITTEE

3. INTERNAL FINANCIAL CONTROL
3.1 BACKGROUND

Internal Financial Control
Each IBD and, where applicable, central functions / shared services completed a self-assessment of the internal financial controls in the following areas:

Process Overview of control questions

" A ' Purchasing and accounts payable " Raising and processing of Purchase Orders (POs); receipting; processing of supplier invoices;
compliance with Purchasing Procedures and Guidelines; amendments to masterfiles

B Sales and accounts receivable Reviewing credit status; invoicing customers; cash collection procedures and account
management; credit notes; segregation of duties; reconciliations

C Cash and treasury Maintenance of bank accounts; recording of cash transactions; payments to suppliers and
other parties; reconciliations

D Inventory Recording of inventories, stock movement; provisions against carrying value

E Fixed assets Recording assets; valuation; additions and disposals; capital expenditure projects

F People payments Payroll and Fee payments; personal expenses; recording of annual leave; reconciliation to
General Ledger

G Management accounts / financial close Preparation; review and clearance; financial close; intercompany accounts; journals and

suspense accounts

H Tax compliance VAT; PAYE / PRSI

RTE Internal Audit Page 4



REPORT TO THE AUDIT AND RISK COMMITTEE

T Controls
The internal fnancial control questionnaire also comained a seciion addressing the area of TT control. This section was completed by the relevamt [T personnel in

Central IT / IBD IT teams and addressed:
tl‘manv:i'ah].-{pa}'mﬂ and fees) and -{nllpinjn:i: EXPENSES ),
» and
(Television and Radio) and [ (i),

*  The key central 1T systems -
= The inventory Managenment svster
*  The sales booking systems

3.2 REPORTING REQUIREMENTS
In line with Section 2.4 of the Code of Practice for the Governance of State Bodies:
“The Board is required to confirm annually to the refevant Minister that the State Body has a system of infernal financial conirol in place ™.

Furthermore, as omtlined in Section 101 of the Code of Practice, the Board's consideration of imernal control should include “rhe body s swstem of internal
contrals, including financial control ™

As a resull, we carry onf specific work in the area of Internal Financial Control.
3.3 CONTROL EFFECTIVENESS

Management completed an assessment of the effectivencss of each financial control (45 questions) and IT control (four questions for each of six TT systems)
using a scale of 1-4, where 4 15 the highest rating.

In the following pages we have set-out. by IBD. details of the effectiveness ratings assigned fo the individual financial and IT conmol questons m each of the
process areas, In summary, the owtput of this exercise highlights that a strong control environment exists in RTE, with the average control ¢ffectiveness rating in
the range 83% - 100% across the financial processes. In general, the ratings are broadly consistent with those reported last vear with some processes showng

marginal rating immprovements (from an already high base),

The average IT mating 1s lower, at circa 70%. reflecting the age of some systems (€. g,-}. testing of back-up plans and related matters.

RTE Internal Audit Page 5




REPORT TO THE AUDIT AND RISK COMMITTEE

34 INTERNAL AUDIT PROCEDURES
Our procedures in this area included:

= Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the documented controls in place;
= Discussions, where necessary, with relevant personnel regarding:

= The reasons for differences in the ratings assigned to the same control question by different IBDs;

= The operation of a sample of controls;

= The reasonableness of a sample of ratings, based on the controls represented as being in operation; and

= The reasonableness of a sample of ratings, having regard for recent audit results and our understanding of the area.

= Testing the operation of a sample of controls which management has taken into account in arriving at the effectiveness rating and review of documentation /
supporting evidence

35 OPINION
In our opinion:

The effectiveness ratings assigned to the financial control and IT control processes within scope are reasonable and, for the sample tested, consistent with
the underlying controls in place and our findings during planned audit assignments in the past year.

RTE Internal Audit Page 6



INTERNAL FINANCIAL CONTROL SELF-ASSESSMENT QUESTIONNAIRE

Summary of Effectiveness Ratings

Section |Process Area ™ Radio News Digital Orchestras 2rn Average
A |Purchasing and Accounts Payable B3% B3% B3% F% B 855, 83%
B |Sales and Accounts Receivable 93% 86% MNIA 80% 95% 85% 83%
= Inventory B9 =% 100%% Imirriaberial A, Te% BE6%,
# Cash and Treasury a0% 80% 80% 80% 20% BE% B
E  |Fixed Assets 91% 94% 84% 28% 8% 7% 92%,
F  |People Payments 85%; 3% 3% 95y, 85% 87% 9%,
G Management Accounts / Financial Close 22% B8% 83% % L= 06 96%
H Tax Compliance 100% 1005 1005 100% 100% 100% 100%
i [Information Tech

Cantral IT Systems ! T T4% T4% Ta% 4% T4% 4%
Sales Booking systems 78% 79% MIA 58% Cutsourced Marial 1%
Inventory Management systems & Manual MIA Manusal NIA NA 66
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Section A: Purchasing and Accounts Payable

Completed by: Central Purchasing and Central Accounts Payable. 2rn: completed seperately)

No. JQuestion TV Radio News Digital Orchestras 2rn Average
1 [|Score the effectiveness of the procedures and controls over the raising and 3 3 3 3 3 3 3
|processing of purchase orders
2 |Score the effectiveness of the control procedures over compliance with RTE's 3 3 3 3 3 3 3
purchasing procedures
3 |Score the effectiveness of the procedures and controls over the receipting of goods 3 3 3 3 3 3.5 3
and services
4 [Score the effectiveness of the procedures and controls over the processing and 3 3 3 3 3 3.5 3
payment of supplier invoices
5 |Forinvoices where a purchase order is not required (e.g. utility and rental charges), 4 4 4 4 4 4 4
score the effectiveness of the approval procedures and authorisation limits
6 [Score the effectiveness of the procedures for confirming balances with suppliers 3 3 3 3 3 4 3
7 |Score the effectiveness of the procedures and controls for ensuring compliance with 3 3 3 3 3 3 3
the provisions of the European Communities (Late Payment in Commercial
Transactions) Regulations 2002 to ensure that invoices are paid by the due date
8 [|Score the effectiveness of the controls over the processing of amendments to the 3 3 3 3 3 3 3
purchase ledger masterfile
9 [|Score the effectiveness of the controls over the segregation of duties between the 4 4 4 4 4 3 4
order of, receipt of, and payment for goods and services
10 |Score the effectiveness of the procedures and controls over the reconciliation of the 4 4 4 4 4 4 4
sum of the balances on the creditors’ listing in the creditor’s ledger and the
creditor’s balance per the GL control account
Total Score for Purchasing and Accounts Payable Processes 33 33 33 33 33 34
83% 83% 83% 83% 83% 85%

RTE Internal Financial Control Self-Assessment Questionnaire




Section B: Sales and Accounts Receivable

(Completed by: Central, except for questions 12, 14 and part of 19. 2rn: completed seperately)

No. JQuestion TV Radio News Digital Orchestras 2rn Average

11 |Score the effectiveness of the procedures and controls carried out prior to 4 4 N/A 4 4 3.5 4
Igranting credit status to new customers

12 |Score the effectiveness of the procedures and controls over the processing of 3.5 4 N/A 3 N/A 3 3
customer orders

13 Score the effectiveness of the procedures and controls over the invoicing of 3.5 3.5 N/A 3.5 3.5 3.5 4
customers

14 |Score the effectiveness of the procedures and controls over the the issue of 3.5 4 N/A 3 N/A 4 4
credit notes to customer

15 |Score the effectiveness of the procedures and controls over the handling and 4 4 N/A 4 4 4 4
recording of cheque/CAPS/BAC receipts

16 JScore the effectiveness of the procedures and controls over the collection of 3 3 N/A 3 3 3 3
amounts due from customers and the follow-up procedures for collecting overdue
amounts

17 |Score the effectiveness of the procedures and controls over the establishment of 4 4 N/A 4 4 4 4
provisions against, and write-off of, debtor balances

18 |Score the effectiveness of the controls over the segregation of duties between 4 4 N/A 4 4 3 4
receipts of orders, invoicing, receipts of cash and follow-up of overdue accounts

19 |Score the effectiveness of reconciliation procedures and controls 4 4 N/A 4 4 4 4

=
Total Score for Sales and Accounts Receivable Processes 33.5 34.5 N/A 32.5 26.5 32
93% 96% N/A 90% 95% 89%

RTE Internal Financial Control Self-Assessment Questionnaire




Section C: INVENTORY
(Completed by: Each IBD)

[No.

Question TV Radio News -Digital Orchestras :. 2rn Average
20 |Score the effectiveness of the procedures and controls over the recording of inventories (quantity, 3.8 3.5 4 4 N/A 3 3.7
value etc.)
21 |Score the effectiveness of the procedures for calculating the provisions required against the carrying 3.5 N/A 4 N/A N/A 3 3.5
values of stocks.
22 |Score the effectiveness of the procedures and controls over stock movements 3.5 3 4 2 N/A 3 31
23 |Score the effectiveness of the month end inventory accounting procedures 3.5 3 4 N/A N/A 3 3.4
Total Score for Inventory Processes 14.3 9.5 16 6 N/A 12
89% 79% 100% 75% N/A 75%




Section D: Cash and Treasury
Completed by: Central Banking and Treasury. 2rn: completed seperately)

No. JQuestion TV Radio News Digital Orchestras | | 2rn Average

24 |Score the effectiveness of the procedures and controls over the maintenance of 3 3 3 3 3 3 3
|bank accounts and the recording of cash transactions

25 |Score the effectiveness of the procedures and controls over the reconciliation of 3.5 3.5 3.5 3.5 3.5 3.5 4
cash book and bank account records

26 |Score the effectiveness of the procedures and controls over payments to 4 4 4 4 4 4 4
suppliers and other parties

27 |Score the effectiveness of the procedures and controls over transactions 3.5 3.5 3.5 3.5 3.5 . 3.5 4
denominated in foreign currencies

|

28 [Score the effectiveness of the controls over the segregation of duties in the 4 4 4 4 4 3 4
cashiers department

29 |Score the effectiveness over the recording of borrowings 4 4 4 4 4 4 4
Total Score for Cash and Treasury Processes 18 18 18 18 18 17

90% 90% 90% 90% 90% 85%

RTE Internal Financial Control Self-Assessment Questionnaire



Section E: Fixed Assets
(Completed by: Each IBD)

RTE Internal Financial Control Self-Assessment Questionnaire

Question TV Radio News Digital Orchestras 2rn Average
30 |Score the effectiveness of the procedures and controls over the recording of fixed 3.5 .5 3 3 3 | 3.5 3.3
assets
|
31 |Score the effectiveness of the procedures and controls over the valuation of fixed 3.5 3.5 4 4 3.75 ] 4 3.8
assets 1
|
32 |Score the effectiveness of the procedures and controls over fixed asset additions 3.75 4 4 4 4 i 4 4.0
and disposals i
|
33 [Score the effectiveness of the procedures and controls over major capital 3.75 4 4 3 N/A 4 3.8
expenditure projects !
Total Score for Fixed Assets Processes 14.5 15 15 14 10.75 15.5
91% 94% 94% 88% 90% 97%



Section F: People Payments
(Completed by: People Payments: questions 33, 34 & 37. Each IBD: questions 35 & 36. 2rn: completed seperately)

INo. JQuestion TV Radio News Digital Orchestras 2rn Average

34 |Score the effectiveness of the procedures and controls over the payroll system 4 4 4 4 4 4 4.0
(excluding the payment of Fees)

35 |Score the effectiveness of the procedures and controls over the payment of Fees 3.5 3.5 3.5 3.5 3.5 N/A 3.5

36 |Score the effectiveness of the procedures and controls over the processing of 3.5 3 4 3.5 3 3.75 3.5
personal expenses

37 |Score the effectiveness of the procedures and controls over the recording of 2 4 3 4 3 3.75 3.3
annual leave/TOIL

38 [Score the effectiveness of the procedures and controls over reconciliations to the 4 4 4 4 4 4 4.0
general ledger
Total Score for People Payments Processes 17 18.5 18.5 19 17.5 15.5

85% 93% 93% 95% 88% 97%

RTE Internal Financial Control Self-Assessment Questionnaire



Section G: Management Accounts / Financial Close
(Completed by: Each IBD)

No. |Question TV Radio News Digital Orchestras | 2rn Average
39 |Score the effectiveness of the monthly management accounts preparation process 4 4 4 4 4 | 4 4.0
40 |Score the effectiveness of the monthly management accounts review and 3.85 3.5 4 4 4 4 3.9

clearance process |
1
41 |Score the effectiveness of the financial close procedures and controls 3.5 4 3 4 4 | 3.5 3.7
42 |Score the effectiveness of the procedures and controls over intercompany 3.5 4 4 4 3.5 3.75 3.8
accounts
43 [Score the effectiveness of the procedures and controls over journals and the use 3.5 4 3.5 3.5 4 | 4 3.7
of suspense accounts !
Total Score for Management Accounts / Financial Close Processes 18.35 19.5 18.5 19.5 19.5 19.25
92% 98% 93% 98% 98% 96%

RTE Internal Financial Control Self-Assessment Questionnaire




Section H: Tax Compliance
(Completed by: Corporate Centre)

No. |Question TV Radio News Digital Orchestras 2rn I Average |
44 [Score the effectiveness of the procedures and controls over compliance with 4 4 4 4 4 4 4.0
Value Added Tax regulations
45 [Score the effectiveness of the procedures and controls over compliance with 4 4 4 4 4 4 4.0
PAYE/PRSI regulations
Total Score for Tax Compliance Processes 8 8 8 8 8 8
100% 100% 100% 100% 100% 100%

RTE Internal Financial Control Self-Assessment Questionnaire




Saction | Informaticn Technology

peraonnel in Sentral IT, Cantral HR, Ceantral Finance and the IBGs}

RTE Inbemal Financial Conlrdl Sef-Assessment Questonnalire

™ Radio Nows 2m | Digital | Orchestras |
Score the effectiveness of the access controls to the [ ERP system 4 4 4 4 4 4
[ |Score the effectiveness of the plans to ensure continuity in the event of a disaster 2 2 2 2 2 2
h % and IT t
< iScore the effecthveness of the back-up procedures for seftware and transaction 4 4 4 4 4 4
listings
& [Consider the effectiveness and appropriateness of the use of Information systems 3 3 3 3 3 I 3
and whathear there are amy further cpportunities o computerise existing manual
systems
Total Score for [ 13 13 13 3] i =
m the effectiveness of the access controis to [N 35 35 35 35 35 35
Score the effectivendss of the plans o ensune continuity in the svent of a disaster £ 2 2 2 2 2
{oth business operations and IT systems)
€ |Score the effectiveness of the back-up procedures for software and transaction 2.5 2.5 2.5 Z.5 25 2.5
listings
[0 [Consider the effectiveness and appropriateness of the use of information systems 2.5 25 25 25 25 25
and whether there are any further opportunities to computerize existing manual
systems
Tetal Seore tor | 0.5 10.5 10.5 05 ] 0.5 | q05 |




[ TV | Radio NEWS 2m Digital | Orchestras |
Scofe the effectiveness of the access controis to 4 4 4 4 4 4
B |Score the effectiveness of the plans to ensure continuity in the event of a disaster 2 d 2 2 2
{both busivess operations and [T systems)
c Score the affectivenaess of the back-up procadures for software and transaction 4 4 4 4 4 4
istings
I8 Consider the effectiveness and appropriateness of the use of Information systems 2 2 F: 2 2 2
and whether there ars any further oppartunities (o compulerise existing manual
systems
Total Score for | N E=f—T1—18 12 12 12— | —5
Consolidated Score for Centralised IT Systams 355 15,5 35.5 5.5 35.5 35.5
T4 Ta% T4% T4% T4% T4%
TV Radio Nows 2m tal | Orchestras
k MiA Manual Manual
i, b - e | .
&  |Score the effectiveness of the access controls o computerized sales systems 3.8 16 HiA A 3 MiA,
[B [Score the effectiveness of the plans to ensure continuity in the event of a disaster 3.5 35 NiA, NIA 1 NA
{both business operations and IT systems)
€ |Score the effectiveness of the back-up procedures for software and transaction 2.5 25 7Y NA 2 WA
liatings
& |Consider the effectiveness and appropriateness of the use of information systems | - A, MiA 3 MiA
and whether there are any further opporfunities to compuierises existing manual
systems
Consolidated Score for Sales Booking Systems 12.6 12.6 MA A 9 A
7% TE% MA Wi 6% NIA,
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™ Radio News 2m Digital | Orchestras
. T Marual NiA NiA WA WA
Seciion |, Information Technolbagy (Sont'd)
inveniory Managament Sysiem
A [Score the effectivenoss of the access controls ln- 2 A NIA NiA NA NA
[B [Score the effectiveness of the plans to ensure confinulty in the event of a disaster 5 NIA, NIA, NiA NA NA
C |Score the effectiveness of the back-up procedures for software and transaction 3 MIA MIA HiA WA NA
listings
& Consider the effectivenass and appropriateness of the use of information systems 3 MIA HA HiA A A
and whather there are any further opportunities to computerise existing manual
systems
Scorm for IBMS 10.5 H/A WA Ni& UL NIA
B, M PA i HiA, HiA
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REPORT TO THE AUDIT AND RISK COMMITTEE

APPENDI X A: INTERNAL CONTROL: BACKGROUND
1.1 WHAT ISINTERNAL CONTROL?

Internal control is a process, implemented by an organisation’s board, management and other personnel, designed to provide reasonable assurance regarding the
achievement of business objectives in terms of:

= Strategic and financial goals (including the effectiveness and efficiency of operations);
= Reliability of financial reporting; and
= Compliance with applicable laws and regulations.

12 COMPONENTSOF INTERNAL CONTROL

Internal control consists of the following five interrelated components. All five components must be present and functioning effectively to conclude that internal
control is effective.

Componentsof Internal Control (source: COSO pyramid)

Control Activities

Control activities are the policies and procedures that help ensure management directives are carried
out. A critical aspect of internal control, control activities occur throughout the organisation, at all
levels and in all functions. They include a range of activities as such as:

= approvals;

= authorisation levels and verification controls;
= reconciliations;

= reviews of operating performance;

= security of assets; and

= segregation of duties.

Risk Assessment
Risk assessment is the identification and analysis of relevant risks which could affect the
achievement of an organisation’s objectives.

RTE Internal Audit Page 1
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Control Environment
The control environment sets the tone of an organisation and is the foundation for all other components of internal control. Examples of control environment
factors include:

= the integrity, ethical values and competence of personnel, including Codes of Business Conduct, Good Faith Reporting etc;
= the way management assigns authority and responsibility and organises its people (organisational structure); and
= management’s philosophy and operating style.

I nformation and Communication

Relevant information must be identified, captured and communicated in a form and timeframe that enables personnel to carry out their responsibilities.
Information systems produce reports containing operational, financial and compliance-related information, which make it possible to run and control the business.
Information systems are therefore an important part of internal control. There also needs to be effective communication with external parties, such as customers,
suppliers and regulators.

Monitoring

Internal control systems need to be monitored through a process that assesses the quality of the system’s performance over time. This is accomplished by

ongoing monitoring activities, audits and specific evaluations. Internal control deficiencies should be reported upwards through the organisation structure, with

serious matters reported to top management and the board.

INTERNAL CONTROL: ROLESAND RESPONSIBILITIES

Everyone in an organisation has responsibility for internal control.

= Management: the CEO of an organisation is ultimately responsible and should assume “ownership” of the system. Responsibility for the establishment of
more specific internal control policies and procedures is assigned to senior managers and other personnel responsible for the unit’s functions. Of particular
significance are Financial Officers and their staff, whose control activities cut across all operating units of an enterprise and have a key role in implementing
internal control.

= Board: management is accountable to the board of directors, which provides governance and oversight of control activity.

» |Internal Auditors: Internal auditors play a role in evaluating the effectiveness of control systems and contribute to ongoing effectiveness through the
monitoring and reporting issues and control weaknesses.

» Risk Management: assist in the identification and management of risk and coordinate risk management efforts.

RTE Internal Audit Page 2
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= Other Personndl: internal control is, to some degree, the responsibility of everyone in an organisation and therefore should be an explicit or implicit part of
everyone’s job description. Virtually all employees produce information used in the internal control system or take other actions needed to effect control.

= External: External auditors bring an independent and objective view to the assessment of internal control, contributing directly through the annual audit and
indirectly by providing information useful to management and the board, via the management letter.

14 REVIEWING INTERNAL CONTROL

Guidance is available to assist Audit Committees to discharge their duties in this area. The guidance in the following two documents has been taken into account
in determining the nature and scope of the assessment of the effectiveness of the system of internal control in RTE.

Office of the Comptroller and Auditor General
The Office of the Comptroller and Auditor General has issued guidance for completing the Code of Practice statement on internal financial control (“the C&AG
Guidance”). The C&AG Guidance includes a set of questions to assist directors in considering the system of internal financial control, including:

1) Has the Board identified and analysed the risks pertaining to the accuracy of the financial statements?
2) Has the Board considered business risks?

3) After identifying risks, has the Board considered and determined:
= their significance;
= the likelihood of occurrence; and
= the manner in which management should respond to those risks?

4) Has the Board examined the procedures in use by the Body which are designed to address the business risks? (Such procedures may include written
procedures material; information processing controls such as authorisation limits, proper approval of transactions, design and use of documentation; physical
controls; etc).

RTE Internal Audit Page 3
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The Turnbull Guidance

The publication “Internal Control: Revised Guidance for Directors on the Combined Code” (commonly referred to as the Turnbull Guidance) provides
clarification on the procedures which should be performed during a review of the effectiveness of a system of internal control. The Turnbull Guidance notes that
the internal controls considered by the Board should include “all material controls including financial, operational and compliance controls and risk
management systems’ . The Guidance also suggests that, in performing a review of the effectiveness of internal control, the Board should:

=  consider the significant risks and assess how they have been identified, evaluated and managed;

= assess the effectiveness of the related system of internal control in managing the significant risks;

» consider whether necessary actions are being taken promptly to remedy any significant failings or weaknesses; and
= consider whether the findings indicate a need for more extensive monitoring of the system of internal control.

The Turnbull Guidance includes a list of useful questions for the Board to assist it in assessing the effectiveness of the company’s risk and control processes. See
Appendix C for further details.

LIMITATIONSOF INTERNAL CONTROL

An internal control system, no matter how well operated, can provide only reasonable, not absolute, assurance to management and the Board regarding the
achievement of an entity's objectives.

This is due to the limitations inherent in all internal control systems. These include the realities that judgments in decision-making can be faulty, and that
breakdowns in control can occur because of errors and mistakes — whether simple administrative errors or serious mistakes in strategic decisions. Additionally,
controls can be circumvented by the collusion of two or more people, or by management override of the system. Another limiting factor is that the design of an
internal control system must reflect the fact that there are resource constraints and that the benefits of controls must be considered relative to their costs. Finally,
shifts in government policy, competitors’ actions or economic conditions can be beyond the controls in place.
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Five - Appendix

Assessing the effectiveness of the company's risk and control processes

Some questions which the board may wish to consider and discuss with management when regularly

reviewing reports on internal control and when carrying out its annual assessment are set out below.

The questions are not intended to be exhaustive and will need to be tailored to the particular

circumstances of the company.

This Appendix should be read in conjunction with the guidance set out in this document.

Risk assessment

Does the company have clear objectives and have they been communicated so as to provide
effective direction to employees on risk assessment and control issues? For example, do

objectives and related plans include measurable performance targets and indicators?

Are the significant internal and external operational, financial, compliance and other risks
identified and assessed on an ongoing basis? These are likely to include the principal risks

identified in the Operating and Financial Review.

Is there a clear understanding by management and others within the company of what risks are
acceptable to the board?

Control environment and control activities

Does the board have clear strategies for dealing with the significant risks that have been

identified? Is there a policy on how to manage these risks?

Do the company's culture, code of conduct, human resource policies and performance reward

systems support the business objectives and risk management and internal control system?

Does senior management demonstrate, through its actions as well as it policies, the necessary

commitment to competence, integrity and fostering a climate of trust within the company?
Are authority, responsibility and accountability defined clearly such that decisions are made

and actions taken by the appropriate people? Are the decisions and actions of different parts of
the company appropriately co-ordinated?

Financial Reporting Council 13



¢ Does the company communicate to its employees what is expected of them and the scope of
their freedom to act? This may apply to areas such as customer relations; service levels for both
internal and outsourced activities; health, safety and environmental protection; security of
tangible and intangible assets; business continuity issues; expenditure matters; accounting; and

financial and other reporting.

¢ Do people in the company (and in its providers of outsourced services) have the knowledge,
skills and tools to support the achievement of the company's objectives and to manage

effectively risks to their achievement?

* How are processes/controls adjusted to reflect new or changing risks, or operational

deficiencies?
Information and communication

* Do management and the board receive timely, relevant and reliable reports on progress against
business objectives and the related risks that provide them with the information, from inside
and outside the company, needed for decision-making and management review purposes? This
could include performance reports and indicators of change, together with qualitative

information such as on customer satisfaction, employee attitudes etc.

* Are information needs and related information systems reassessed as objectives and related
risks change or as reporting deficiencies are identified?

*  Are periodic reporting procedures, including half-yearly and annual reporting, effective in
communicating a balanced and understandable account of the company's position and

prospects?

*  Are there established channels of communication for individuals to report suspected breaches

of law or regulations or other improprieties?
Monitoring

*  Are there ongoing processes embedded within the company's overall business operations, and
addressed by senior management, which monitor the effective application of the policies,
processes and activities related to internal control and risk management? (Such processes may
include control self-assessment, confirmation by personnel of compliance with policies and

codes of conduct, internal audit reviews or other management reviews).

14 Internal Control: Revised Guidance for Directors on the Combined Code (October 2005)



Do these processes monitor the company's ability to re-evaluate risks and adjust controls

effectively in response to changes in its objectives, its business, and its external environment?

Are there effective follow-up procedures to ensure that appropriate change or action occurs in

response to changes in risk and control assessments?

Is there appropriate communication to the board (or board committees) on the effectiveness of
the ongoing monitoring processes on risk and control matters? This should include reporting

any significant failings or weaknesses on a timely basis.

Are there specific arrangements for management monitoring and reporting to the board on risk
and control matters of particular importance? These could include, for example, actual or
suspected fraud and other illegal or irregular acts, or matters that could adversely affect the

company's reputation or financial position.
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REPORT TO THE AUDIT AND RISK COMMITTEE

1. OVERVIEW

11 PURPOSE OF MEETING
The purpose of this meeting is to:

* Facilitate the Audit and Risk Committee to review, on behalf of the Board, the effectiveness of the internal control system in RTE; and
=  OQutline the work performed by Internal Audit and report the results of the audit testing undertaken.

12 AUDIT METHODOL OGY

Internal Audit has undertaken audit work in order to provide assistance to the Audit and Risk Committee as it reviews the effectiveness of the system of internal
control. This work involved:

1) Coordinating the completion of internal control self-assessment questionnair es, followed by sample testing, to assess the:

=  Financial control environment
= IT control environment

2) In conjunction with the Head of Statutory Compliance / RTE Risk Officer, assisting the divisions to update their risk registers— these are maintained by each
division as a standalone Microsoft Excel document, with an overall summary outlining the top risks of the division.

3) Spot checks on compliance with the Code of Practicefor the Gover nance of State Bodies
Given the large agenda, this work is being presented to the Audit and Risk Committee in two parts:
e 13 March 2014 — Top risks in 2rn and in Digital; Corporate risk registers; Internal Financial Control.

e Today — RTE Group “Top Risks’; Top risksin Television, Radio, News and Current Affairs and Orchestras; Selected Corporate risk registers;
Code of Practicefor the Governance of State Bodies.
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1.3 CONCLUSION

After reviewing the documents presented at the meetings of 13 March 2014 and the 9 April 2014, and having regard for Internal Audit’s programme of work
during the year, in our opinion it is appropriate for the members of the Audit and Risk Committee to:

a) Confirm to the Board of RTE that the Committee has reviewed the effectiveness of the internal control system in RTE; and

b) Include a statement to that effect in the Corporate Governance section of the Annual Report and Group Financial Statements for the year-ended 31
December 2013. (No material control weaknesses or other matters of concern need to be reported in this statement).

RTE Internal Audit
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REPORT TO THE AUDIT AND RISK COMMITTEE

2. BUSINESSRISKS

21 DOCUMENTATION BY IBDs

Each IBD completed an exercise which involved documenting:

= Its primary objectives, as per the Five-Year Strategy (RTE Today, Tomorrow 2013 — 2017);
= The key risks to the achievement of those objectives;
= [ts assessment of the likelihood and impact (both financial and reputation) of each risk;
= The controls it has in place to manage each risk; and

=  The “owner” of each risk.
2.2 RIsk UNIVERSE FRAMEWORK

Any organisation is subject to a
broad range of potential risk areas.

For the purpose of background
information, the following risk
universe provides an overview of the
types of risks faced by a typical
organisation of RTE’s size:
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REPORT TO THE AUDIT AND RISK COMMITTEE

2.3 DETERMINING RISK RATINGS

A large number of risks were identified by management across each of the IBDs. In order to prioritise risks and to identify the key risks in RTE, we used
management’s assessment of the significance and likelihood of each risk to calculate an overall risk rating for each risk, on a scale of 1 to 25. The following risk
assessment matrix summarises the way in which each risk rating was calculated and maps the risk ratings to a general classification of low, moderate or high risk.

Example:
Likelihood of risk: High (score = 4)
Impact of risk: Moderate (score = 3)

Negligible Low Moderate High Extraordinary
(1) (2) (3) (4) (5)

Negligible (1) = Risk rating =12 (4x 3)

Low (2) 10 i.e. Moderate Risk

Moderate(3) ~  fp 3 6 9 12 [EESEEEN @440 TTTTEETEEEEsEmEEEsEssss
High (4)

Extraordinary (5)

Low Risk
Moderate Risk
High Risk

(Notere: calculating risk rating:

- In instances where management’s assessment of the financial impact and the reputation impact of the risk is different, we have used the higher of the financial
or reputation impact.

- In some cases where more than one risk had the same significance rating, management increased/decreased the significance ratings of individual risks by 1-2
points in order to place emphasis on the significance of one risk vis-a-vis another. As a result, the calculation of the significance rating may not correspond
exactly to the risk assessment matrix in all cases).
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REPORT TO THE AUDIT AND RISK COMMITTEE

2.4 BUSINESSRISKS
We have set out in the appendices to Section 2 the “top risks” of the following divisions:
= Television
= Radio
= News & Current Affairs
= Orchestras
25 CORPORATE REGISTERS
Also set-out in the appendices are the risks of the following corporate functions:
- Human Resources
- Group Finance
- Technology (originally circulated in the pack for the 13 March 2014 meeting — now updated to reflect the prior year comparatives)
26  KEYRISKS—RTE GROUP

While the main objective of this exercise is to update the divisional risk registers, we have also identified the risks which have the highest average risk ratings in
the risks registers of the individual IBDs (i.e. the “Top Group Risks”). These risks should be considered as being the key risks for the RTE Group as a whole.

The Top Risks of the RTE Group have been approved by the members of the Executive and are set-out overleaf. The listing of the top risks will form a key input
to the Audit and Risk Committee’s own risk work programme for the remainder of 2014.

The ranking of each risk has been determined based on the average risk rating for each risk across the divisions. Judgment has been exercised in determining the
ranking, with some of the risks having similar significance ratings. Rather than focusing excessively on the ranking of one risk vis-a-vis another, the Top Risks

should be viewed as important risk areas which need ongoing attention and management (i.e. the risks in the top right quadrant below).

The following is an illustration of the top risks on a risk map, which maps the likelihood and significance of risks.

RTE Internal Audit Page 3




REPORT TO THE AUDIT AND RISK COMMITTEE

Ilustrative RTE Risk Map

Top Rigks
Rgul Atory vl opments

Warkel and competitive I'weats
Reputsdion demage

Feople and shalls

Fimancial resources

Technology & capilsl developrment
Economic conditions

Bad debts

BN e AN

Financial/ Reputation Impact
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RTE Group Top Risks - 2014

"Rank Risk Category Bescription of Risk [Trend v Last
Year
1 Legal and Regulatory [The impact of Regulatory developments, such as the proposed introduction of a household-based Public Service Broadcasting Charge in N
Compliance Risk early 2015. Other regulatory threats include: (2)
(a) challenges to RTE's public or commercial revenue, or new charges on the Licence Fee; (b) changes to advertising / sponsorship
regulations; (c) slow response by the BAI to PVTs / submissions, impacting RTE's ability to commercially exploit new strategic opportunities
and (d) unfavourable regulatory decisions impacting 2rn, or 3rd party challenges to how RTE operates 2rn.
2 Commercial and Market Risk [Market and Competitive threats, such as: N
(4)
« Increasing presence of competitors in the marketplace, including the knock-on impact on the distribution of RTE services;
» Increased opt-out advertising and greater fragmentation of audiences due to competing services, new market entrants and, in Television,
the impact of further digital penetration;
« In Television and Digital, the challenge of monetising new viewing habits arising from increasing PVR and non-linear TV viewing (VOD,
iPad, Smartphones);
¢ High Reliance on a small number of advertising agencies and clients, allied to increased market concentration due to a smaller number of
buying groups and greater UK based decision making on advertising spend.
3 Broadcast / Editorial Risk |Reputation Damage - damage to RTE's reputation arising from a failure to comply with editorial standards and obligations to fairness, )
impartiality and privacy, resulting in defamation claims and negative publicity. (5)
4 Operational Risk People and Skills risks arising from organisational change:
(3)
 Deficits in experience, skills and succession planning following staff departures over recent years; i
o Insufficient training, development and knowledge sharing, compounding existing gaps; (Slightly
o Failure to deliver the improvements in work practices and the collaborative, innovative working culture needed to absorb the extra work resrtiitfde':‘:)m
load for staff members remaining in the organisation. e
5 ﬁnancial Risk Lack of I?inancial Resources to invest in: N
(6)
 Indigenous content such as indigenous programming output; sports rights; new digital product and services; etc.
» The funding of the capital investment programme;
» Key programme acquisitions, in an environment of increased licencing of joint UK / Ireland acquisition rights by dominant foreign
broadcasters, and / or price pressures.
This may Iead'to a potential dilution of RTE's public service value or a failure to deliver the public service objects as set down in legislation
and in the RTE Strategy 2013 - 2017.
6 Operational Risk Technology & Capital Development risks: N
@)
a) Loss of competitiveness and market share due to a failure to roll-out new broadcast (e.g. HD Studios) and other technologies on a variety
of platforms in a timely manner;
b) Failure to deliver key strategic technology projects on time and budget;
c) Under-investment in technology infrastructure;
d) [The impact of a) - ¢) leading to] Obsolescence in technology, combined with single points of failure in critical broadcast infrastructure,
potentially impacting broadcast continuity and output.
7 Economic Risk Economic Conditions in Ireland and the Eurozone impacting commercial income, licence fee evasion and, consequently, cash reserves /
funding requirements. 1)
8 Financial Risk Bad Debt events e.g. an advertising agency or a customer defaults on a debt; failure of RTE debtors to meet the T&C's of the credit
insurance provider in order to have the debt covered by the credit insurance policy
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Top Risks in Television IBD - 2014

Business Risk

Risk Owner

Likelihood

Financial
impact

Reputation
impact

Market and Competitive Threats:

(1a) Increasing competitive threats leading to falls in
commercial impacts & revenue and the non-
achievement of revenue and market share targets:

- Entry of new competitors into the marketplace;

- Increasing levels of UK TV Channels selling opt-out
advertising in Ireland;

- Continuing trend of decision making re marketing
investment in Republic of Ireland moving offshore and
further consolidation of Agency groups;

- Inability to accurately measure non-linear TV viewing
(VOD, iPad, Smartphones etc) will impede an integrated
sell of viewing to RTE content; and

- Increasing use of PVR leading to loss of revenue.

TV Content and
Editorial Board

High

Extraordinary

High

(1b) Competitive threat leading to continued
fragmentation of the TV market (around 800 channels
were available in Ireland in 2013).

TV Content and
Editorial Board

High

High to
Extraordinary

High

ﬁegulatory and / or legislative developments
impacting negatively on RTE Television:

- Advertising regulations (Trading restrictions, alcohol,
HFSS, advertising to children etc.);

- Slow decision making by Regulators - PVTs
increasingly required for new strategic initiatives in
Television;

- Reduction in Licence Fee / extra changes in the
collection system;

- Broadcasting Legislation and BAI Regulations;

- Regulatory impact of serious decline in commercial
competition.

TV Board

High

Extraordinary

High

Significance

rating (1-25)

Control

a)

Review particularly competitive times in the schedule to
identify recommendations and actions to improve
competitiveness. (Review done when compiling following
years schedules for planning and budget purposes and als
on an ongoing basis.)

Daily tracking of audience performance via ratings and
weekly monitoring of commercial impacts across all
audiences. All major changes discussed at TV Content an
Editorial Board / TV Board.

i) Corporate Editorial where programme performance,
trends and competitors are reviewed.

ii) TV Content and Editorial Board where TV programme
performance is reviewed, competitors assessed etc.

Review of output performance

On-Line Audience Reaction Panel which gives daily
responses to programmes and can be tailored for specific
research.

RTE platform contracts with Sky and UPC

RTE's contract with Sky: defensive actions such as RTEjr
on Kids EPG and new DTT channels secured in contract
Explore new technologies to connect with the audience
such as mobile phone apps, tablets, mobile TV and social
media initiatives.

RTE Television continues to examine varied and compellin

channel offering for the Saorview platform
Participation in IBEC Audiovisual Federation Group

UPC contract provides for Saorview channels in a
prominent EPG location

Meet and present to key decision makers including
Competition Authority, BAl and DCENR

Submissions made to BAI, EBU, European Commission
etc. making RTE's case on sports rights, licence fee,
advertising pricing, minutage etc.

Secure economic and legal advice, or commission reports,
as deemed necessary

Jointly work with industry and advertising bodies to develop
a coherent approach to advertising, sponsorship and

product placement.
Work with SPI, BAl, DCENR on Terms of Trade and related

matters incl VAT
Engage and work with other broadcasters, where

appropriate, both in Ireland and internationally and also
benchmark with other broadcasters.

Versus Rank
in Prior Year

a3
(4)

(1)




Top Risks in Television IBD - 2014

Significance
rating (1-25)

programming schedule on RTE One and RTE Two
|leading to an erosion of competitiveness and a loss of
market share, thereby resulting in a fall in commercial
|revenue and ultimately a potential dilution of RTE's PSB
value

[This risk also includes poor programme investment
decisions resulting in a failure to provide a compelling
programme offering to the audience (content, production
values, etc.). Likelihood of this element of the risk
occurring is low to medium.]

Editorial Board

Business Risk Risk Owner Likelihood F_|nanC|aI Re_putatlon
impact impact
Cuts or insufficient investment in the indigenous TV Content and High Extraordinary High

Control

Review estimated effect of programme cuts on audience
share and commercial impacts before a cut is made, to

assess damaae to schedule and revenue
All budget cuts which are being made to the Schedule are

fully discussed and agreed by the TV Board to ensure that
damage to the market share and Commitments is
minimised

Continue to look for value for money offerrings in
programme production models both for in-house and
commissioned programmes in order to achieve better value
and avoid programme cuts.

Output Reviews which looks at output, share performance,
audience demos., CPH, overall investment

Continue to look for co-funding opportunities, advertiser
funded models and other sources of funding which leverage
RTE's investment

Strong relationships forged and contracts already in place
with most key suppliers (acquisition deals, output deals)

Acquisition contracts are closely monitored to give RTE the
optimum licences and transmission rights / times.

Acquisition Plan in place which will be updated each year
tracking key rights and when they are due to expire.

Networking with other Irish broadcasters on programme
strategy, where appropriate

Sports rights strategy and negotiation plans

llicence fee evasion.

Loss of foreign acquisitions (e.g. exclusitivity first run Dir. of High High Moderate to
on international series) and sports rights due to Production and High
acquired programming inflation and / or dominant Acquisitions /
competing broadcasters acquiring exclusive UK and Head of Sport
Ireland rights
People and skills risks arising from organisational Director of High High to Moderate
change, including: Operations / Extraordinary
Head of HR and
- Low and uncoordinated investment in training and other TV IBD
career development compounding experience gaps; Board Directors
- Failure to deliver improvements in work practices
needed to absorb the extra work load of staff members
Jremaining in the organisation;
- Deficits in experience, skills and knowledge.
Further Economic Turbulence in Ireland and the Commercial High Extraordinary High
Eurozone adversely impacting commercial income and Director TV

Change work processes, resource demand and
organisation structures in order to manage departures of
staff.

Review international practices and look for best practise

examples in other broadcasters

Continue to negotiate work practice changes with staff and
Unions: 13-point roster, TV reform agenda process and the

broader 'Guidlina Princioles' chanae document

Use of project management skills to deliver restructuring
chanae needed.

Responsive changes to management structures and span
of control

The RTE Executive monitor fortnightly Board Revenue
reports which includes market and economic commentary
and rolling forecasts.

Pricing strategy for Television Advertising

Sales restructuring across IBD's implemented by the
Commercial Director

Implement further cross media selling of advertising and
sponsorship packaaes.

Monitor licence fee collection, household stats and
calculated evasion rates. Action as necessary e.g.
enaaaement with stakeholders on issues

Market intelligence, agency and client contacts

ersus Rank
n Prior Year

(2)

(6)

3)

isk slightly
estated from
prior year

()




Top Risks in Television IBD - 2014

Business Risk Risk Owner | Likelihood | Tmancial |Reputation | Significance |o ..o
impact impact rating (1-25)
7 JLack of investment in ageing equipment resulting in Operations High Moderate to High Periodic review of assets carried out to determine most at
obsolescence, breakdowns in technical systems and Director High risk.
studio equipment, possibly impacting output. Constant review of broadcast technology in studio and on
site
In drawing up Capital Budgets priority given to essential
works to ensure no unplanned obsolescence in the lifetime
of the plan.
8 |Reputation damage arising from editorial errors or MD TV & TV High High High Training for TV Producer/Director Group.
inappropriate transmission, defamation / libel claims or Content and Previewing of programmes for libellous content.
negative publicity surrounding programming output Editorial Board
Editorial meetings at IBD and corporate level and a new
Editorial Standards Board now in place
Defined editorial process and structure in TV
Programme Standards Guidelines
Programme Editorial Specifications for all Commissioned
Proarammes
Centralised complaints mechanism
Access to legal advice as necessary
9 |Loss of competitiveness and market share due to: CTO / Director of High High High a) |Review uptake of HD ready TV sets by Irish consumers an
Operations / MD take up of HD services with cable and satellite operators.
- Delay in developing or rolling-out new broadcast TV .
technologies (upgrade studios to HD) in a timely and b) |RTE One HD and RTE Two HD offering on DTT
efficient manner and / or c) [Launch of RTE One +1, RTE Two HD, RTEjr, News Now
- A failure to develop content on a variety of followina diaital switchover
platforms (DTT, mobiles, VOD, RTE Player), due to d) [Negotiation of rights across many platforms (acquisitions,
Irights restrictions and or available funding. commissions (terms of trade) ' _
e) |Development of Digital Strategy across TV, Radio, On-line
10 |A depleted independent sector and stagnant TV sector Channel High High High 15 a) [Vary the combination and mix of programmes being
has resulted in a lack of dynamic production Controllers commissioned
companies and producers, hampering innovation and
Jrisk taking.
___ _ b)
11 |Loss of key personnel in operations and elsewhere in  |JHead of HR / Dir. High High Moderate 15 a) |Continue to negotiate work practice changes with staff and
the business. Impacts on succession planning. of Operations Unions
b) |Responsive changes to management structures and span

of control

Versus Rank
in Prior Year

(8)

(M

New to Top
Risks

New to Top
Risks

Note: A fall in income is an overarching threat in Television IBD and is captured in risks 1 (market threats ), 2 (regulatory ), 3 (impact on indigenous output) and 6 (further economic downturn')
are closely related in terms of the cause and effect relationship between these risks.

. Risks 1, 3 and 6, in particular, are largely interchangeable and
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RADIO IBD - TOP RISKS 2014

reductions in commercial revenue, licence fee income
land a requirement for further cost reductions.

[Business Risk Risk Owner | Likelihood Financial Reputation
Impact impact
1 |Quarterly and full year commercial revenue targets Commercial High to High to Moderate
for 2014 are not achieved Director Extraordinary | Extraordinary
2 |Loss of audience share due to: MD Radio & High High High
Channel
(a) Gains by competitors - national and / or local Heads
competitors
(b) Inadequate engagement with audiences, e.g.
marketing and promotion
3 [Failure to maintain editorial quality, resulting in a loss MD Radio Moderate High High to
of audience and / or reputation damage. & Extraordinary
Channel
Heads
4 |Regu|atory developments impacting RTE Radio Commercial High High Moderate
Director
5 |Worsening economic downturn resulting in further Radio Board High High Moderate

Significance
rating (1-25)

High-Level Controls

Responsive sales initiatives and actions aimed at
laddressing any decline
Market intelligence from Radio Sales

Benchmarking against competitors

[Continued monitoring and control from Finance
Department - early identification of issues

Review of audience performance via review of JNLR
reports
Radio Board fortnightly meetings and actions

Radio BD Comms. and Marketing Plan

lOngoing review of Audience Research Panel (ARP)
Data

ICommissioning of ad-hoc reports produced by
selected market research companies/RTE audience
research

Editorial Management structure, including Producers in
[Charge for all programmes

(Channel Editorial meetings, held weekly

Programme Standards Guidelines, Social Media
Guidelines (RTE Journalism Guidelines in N & CA)
Editorial Standards Board

JAccess to legal advice

[Centralised complaints mechanism
[ Training of staff

Engagement with key stakeholders; submissions
prepared and presented

Track ASPC and monitor fulfilment to demonstrate
value of licence fee

[Submissions to the BAlI and DCENR, coordinated at a
corporate level

[Secure economic and legal advice, and commission
reports, as necessary

[The Radio Board monitor sales reports and monthly
management accounts.

ICost control plans communicated to all Managers and
to staff

Processes to monitor the delivery of Cost Plan

Focussed Monitoring of cost management areas

IContinued monitoring & control by Finance Dept

Monthly Income and Expenditure forecasts and cost
review to identify variances against budget




RADIO IBD - TOP RISKS 2014

Significance
rating (1-25)

[Business Risk Risk Owner | Likelihood Financial Reputation
Impact impact
6 |Negative Business Impact due to people and skills Radio Board | Moderate to High Moderate to
issues: High High
(a) Failure in succession planning and / or managing
performance
(b) Loss of key personnel
(c) Inadequate resources arising from lower funding
and headcount levels
7 |Business alsruphon or alsaavanfage arising Trom Radio Board HEH ngﬁ oderate
organisational restructuring
8 |Credit Default by an advertising agency or client on a Radio FD / Moderate High Moderate
debt owing to RTE Group
Financial
Controller /
Radio Sales

High-Level Controls

Manpower plan, including age profile of all radio staff.

[Talent Development - plan and action

ISuccession Plan in place for each Channel

nternal communications processes m
informed

Regular meetings with employee representatives.
Existence of dispute resolution process.
Manpower planning group

IChanges in structures and operations as necessary to
cope with staff departures

Credit Insurance in place
b) [Debtors listing: reviewed and monitored
c) [Credit references sought for new customers

d) [Monthly review of debtors by Radio FD with Central
Finance and Radio Commercial Director

ersus Rank
Prior Year

(5)

(6)




RISK REGISTER — News & Current Affairs



Top Risks in News and Current Affairs IBD - 2014

JBusiness Risk Risk Owner | Likelihood] Financial Reputation [Significance [Control
impact impact
1T [Failure to maintain editorial standards and M.D. News & | Moderate High Extraordinan ) [Editorial management structure, ensuring clarity in the
comply with obligations to fairness, impartiality Current editorial management chain. The News management
and privacy. Affairs & team has also expanded.
Managing ) |[Each programme has a responsible editorial manager
Editors o . -
) |RTE Journalism Guidelines
) |System of daily editorial conferences
) |Access to legal advice as necessary
) |Editorial Standards Board
) [Training - training session on Journalism Guidelines for all
editorial staff; Investigative Journalism training
) |Special editorial structure where necessary e.g. Election
Steering Committee
Centralised complaints mechanism
Policy on timely corrections, clarifications and apologies,
including escalation procedures, in circumstances where
mistakes happen
) |Spot checks on compliance with editorial standards and on
staff members' familiarity with guidelines
Physical reorganisation of newsroom to integrate
Newsdesk more efficiently
2 JLack of availability of resources (especially M.D. News & High Moderate High Ongoing review of resource utilisation and effectiveness
staff) to maintain editorial standards and to Current (with timely identification of actions), and prioritisation of
implement programme developments / Affairs output.
enhancements. ) |Reorganisation of news roles, new approaches to news
gathering, greater integration of broadcast and online
activities.
3 JLoss of audience to competing Television, M.D. News & High High High ) [Ongoing viewing and monitoring of opposition
Radio and Online news services, impacting Current
audience share. Affairs
) |Focussed research undertaken, where necessary
) [Tracking of audience performance
) |[Responsive programme changes to broadcast and online
offerings as necessary
4 JLoss of, or disruption to, output / services due M.D. News | Moderate | Moderate High 12 ) |Development of BD procedures & technical support
technological failure, the use of new cheaper | and Current systems & training.
technology, or the loss of the skilled IT Affairs & ) |Development of inter IBD procedures & technical support
personnel needed to remedy the problem. Technology Systems & training.
Manager

New corporate IT structures to consolidate approach

Business Continuity processes




IBusiness Risk Risk Owner | Likelihood ] Financial | Reputation |Significance JControl
impact impact rating (1-25)
5 IEditoriaI competition from other media outlets [M.D. News & | Moderate | Negligible High 12 ) [Ongoing viewing and monitoring of opposition
for stories and breaking news coverage. Current
Affairs b) |Focussed research undertaken, where necessary and
affordable.
c) |Tracking audience performance.
[d) |Responsive programme changes.
6 [Loss of audience to competitors' non-news M.D. News & | Moderate High Negligible 12 ) [Ongoing viewing and monitoring of opposition
programme offerings, impacting audience Current
share Affairs b) |Focussed research undertaken, where necessary
k) [Tracking audience performance
[d) |Responsive programme changes to our broadcast and
online offerings as necessary
7 JLoss of flexibmty in delivering output at M.D. News & | Moderate Low Moderate to 12 a) [Active planning of events to encourage ﬂexibrity
certain times of the day (e.g. broadcast a Current High
breaking news item at short notice), impacting Affairs
@udience share and audience perception of b) |Investment in technology to deliver new video mobile
RTE News services. journalism solutions to enhance flexibility
k) [Investment in News Now and the launch of Morning
[Edition , providing greater opportunities to bring an item to
air at short notice.
8 [Better use of technology by competitors, M.D. News & | Moderate | Moderate | Moderate 10 la) [Ongoing review of trends and technological developments.
impacting efficiency and quality of output. Current b) |Ongoing viewing and monitoring of opposition
Affairs /
Technology ) |Research and development and trial of new solutions
Manager [d) |Role of Innovation Lead Technology to promote new
solutions
e) [Investment in technology to deliver new video mobile

journalism solutions to enhance flexibility




Business Risk

9 lllegal or unethical acts undertaken in the
course of operations.

Risk Owner Likelihood Financial
impact

M.D. News & Moderate  Moderate
Current
Affairs

10 Adverse regulatory developments impacting Corporate & Moderate =~ Moderate

the development of online news services.

.BD
Management

Reputation Significance Control

impact

High

Moderate to
High

rating (1-25)

10

10

i

Editorial management structure, ensuring clarity in the
editorial management chain. The News management
team has also expanded.

Each programme has a responsible editorial manager
RTE Journalism Guidelines

System of daily editorial conferences

Access to legal advice as necessary

Editorial Standards Board

Training - training session on Journalism Guidelines for all
editorial staff; Investigative Journalism training

Special editorial structure where necessary e.g. Election
Steering Committee

Centralised complaints mechanism

Policy on timely corrections, clarifications and apologies,
including escalation procedures, in circumstances where
mistakes happen

Spot checks on compliance with editorial standards and on
staff members' familiarity with guidelines

Physical reorganisation of newsroom to integrate
Newsdesk more efficiently

Advocacy of RTE position in appropriate national and
European fora
Commission economic reports and analysis as necessary

Versus
Rank in
Prior Year

(®)
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TOP RISKS - Orchestras Quartet & Choirs 2014

non-achievement of commercial revenue
targets from:

- Box office sales

- Facilities hire due to a fall in 3rd party
demand

- Economic downturn contributes to a
reduction in the range of output

Versus Rank
in Prior Year

N
(3)

Formal monitoring of Box Office sales
reports and weekly Venues Advance
Sales reports. Actions taken to address
any shortfalls identified.

Ticket pricing review

Closer working / initiatives with TV and
Radio to help boost sales figures

IBusiness Risk Ref | Likelihood F!nanmal Re.putatlon S|g.n|f|cance Control Report used, if applicabl
impact impact rating (1-25)
1 [JFailure, through lack of adequate 21 High High High IBD Editorial Board reviews formal | 9)) [Minutes
funding, to meet public service planning processes, fortnightly
commitments / RTE Board policy and Editorial Line management of Orchestra
published strategic planning initiatives as Programmers
per he five year corporate plan (2013- Engagement of conductors/producers as
2017). Reduced financial support for necessary to deliver programmes
OQ&C resulting in a diminution of he Succession Planning/recruitment -only [d) [Submission to IBD
necessary quality, artisitc standard essen ial recruitment/replacement taking Board for approval
and range of output in the place
programmes, particularly for the NSO. Monitoring of developments in he
industry and with competitors
This risk reflects the economic downturn Strategic plan in place / monthly, quarterly
and budget cuts. and annual review
2 [The real value of budgets is down for 31 High High High Annual budget process and iterations o) JAnnual Budget book a
2014, particularly affecting NSO and toge her with assiduous monthly Jiterations
Chamber Music. This arises from forecas ing, particularly in H1 of 2014
continuing economic downturn, resulting
in a lack of financial resources for
|r:1usical talent.
3 [Economic downturn contributing to the | 3.2 High High High

QO
=

i) Fortnigh ly, mon hly
IBD sales reports and
ii)Venue advance sale
reports

b) [Pricing reviews

=

Iden ification of all potential customers
and contacts through intelligence
gathering within IBD and from other IBDs
and corporate centre

Building of strategic relationships wi h
best potential customers / agents /
promoters and National Concert Hall
Relationship-management of key
customers

IBD Board and Orchestra Manager
maximise commercial opportunities
Fortnightly, monthly and quarterly review
of costs and output being implemented at
Board level

) rManagement
[Accounts/Fin Reports
b) JAnnual IBD budget /
Commitment

(1)




IBusiness Risk

Ref

Likelihood

Financial
impact

There is effectively no budget for
comprehensive audience research,
resulting in a lack of knowledge or
understanding of audience
preferences.

Limited access to Box Office audience
data (from the NCH) due to Data
Protection considerations increase this
risk.

1.1

High

High

Reputation | Significance
impact rating (1-25)
High

Human Resources risks:

- Failure to recruit and retain musicians
and par icularly conductors of the highest
international calibre

- Failure to identify gaps in existing skills
and to address these gaps

- Staff vacancies (Executive Director
and General Manager NSO)

2.2

High

Moderate

High

Industrial action leading to disruption of
work, particularly in the case of the RTE
NSO.

23

High

Moderate to
High

High

A potential lack of resources to improve
the Orchestras web-site to drive growth
in on-line sales.

(This is pending the preparation and
review of formal capital justification /
proposals and he risk, ul imately, will
depend on the capital resources
available to the organisation and
priori isation of same)

1.2

Moderate to
High

Moderate

High

Control

Report used, if applicable

Research carried out to build knowledge
of audience and market
Budget process

Ongoing engagement wi h the NCH
management re identifying options for
increasing access to further customer
information.

Engagement with customers via Social
Media

k)

Informal in-venue data
collection & joint

Versus Rank
in Prior Year

Maintain pool of available freelance talent

Succession planning for key titled
conductor posts in both orchestras

Titled and Guest Conductor budgets

General Succession Planning Policy

Maintain programme budgets within
agreed revised limits to remunerate
musicians adequately

Manpower plan and/or skills audit

Database of available
talent

7y
(7)

(8)

Partnership process at IBD and a) JAgreed Partnership
Corporate level. communiques
Collaboration with Digital IBD to develop Ja) JReport of priority next
website steps

Submission of capital proposals in line
with normal RTE procedures

(©)




IBusiness Risk Ref | Likelihood F!nanmal Re.putatlon S|g.n|f|cance Control Report used, if applicable
impact impact rating (1-25) —

8 [Failure to maintain and develop 4.2 High Moderate Moderate a) |Increased focus on rela ionship-mgt with fa) JEvery alternate week at
collaborative relationships with local regional partners by orchestra managers, IBD Board and Editorial
arts and culture partner organisations, and he Marketing Dept (PR, marketing Board meetings
Promoters / Sponsors etc. and sponsorship) - actions developed

accordingly

9 IRegional output commitments are not 1.3 High Low High Clear internal reporting on unit cost of 2) JOngoing financial
achieved, impacting he perception of he} 2.4 different categories of regional activity, repor ing -fortnightly,
na ional orchestras as being exclusively achievement of best financial balance monthly, quarterly

within policy priorities as part of IBD
planning and budget-setting

Dublin focused and not viewed as
regional Orchestras.

Successful renegotiation of travel rules b) [Monthly financial
for orchestras will assist in controlling accounts and sales
costs. returns

Note: The 2013 risk of Strategic Planning (ranked # 5) has fallen out of he top risks listing this year.
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Risk Register - 2014

Rank | Business Risk Risk Rating |Key Controls Rank in
2013
Group Human Resources
1 Technology failure resulting in the non availability of the PeopleSoft a) |A policy of no system changes or modifications to PeopleSoft (except for critical changes) )
system b) |Rigorous system and performance testing of all changes
c) |[Support arrangements in place
d) |Technology security controls - anti-virus, data back-up etc.
2 Engaging staff or independent contractors with no or inappropriate a) |Dedicated Cross-Divisional Hiring and Contract Review Group (2)
contracts, or engaging agency staff without the appropriate approvals b) |Request for Engagement forms in respect of staff hires, with IBD MD approval
c) |Contracts must be in place and input to PeopleSoft before a payment can be made
d) |Segregation of duties - set-up, payment, local HR - in the hire process
e)|Restricted access to set-up a new employee on PeopleSoft
f) |Standard processes, checklists and forms within HRSS and training of staff
g) |Second check of contracts prior to issue in the HRSS
3 Adverse impact on service from the HRSS arising from the departure of Moderate |a)|Ongoing review of work practices and processes 3)
staff, especially in the context of an increase in the number of contract b) |Workflow IT System being rolled-out, currently implemented in Radio IBD
renewals / new contracts issued c) |Regular tracking of service performance via internal statistics / KPIs
4 | Non compliance with Child Protection F’olicy resulting in reputation Moderate |a)|Child Protection Policy and briefing sessions for all divisions (6b)
damage and / or potential injury to children and young people while on site b) |Health and Safety Officer in place to coordinate activity in this area
c) |Training and engagement with divisions
5 | Non compliance with Health and Safety regulations resulting in injury to | Moderate to |a)|Safety Statement and local 'method statements' in place outlining safe procedures to carry out (6a)
staff, fines and potential adverse publicity and reputation damage. Low the work
c) |Health and Safety Officer in place to coordinate activity in this area
d) |Training, especially where a regulatory requirement exists (Safe Pass, Working at Heights,
etc.)
e) |Risk Assessments completed as required
6 Business disruption resulting from industrial unrest (including unofficial Low a) |Regular meetings with union representatives. (4)
action) b)|Internal communications process to keep staff informed (newsletter, meetings etc.)
c) |Dispute resolution processes exist with dedicated staff in Corporate HR
7 Further loss of key HR personnel and skills, and a failure to have Low a)|Succession planning and training (5)
appropriate succession plans in place b) |Ongoing review of existing structures in light of changes in the business
8 Failure to implement new working practices and improve efficiencies, Low a)|Training for staff (7)
resulting in a failure to achieve targeted cost reductions b) [New HRSS processes in conjunction with local HR teams
c) |JAutomation of key tasks with a dedicated team focusing on management reporting matters/IT
9 |[Adverse impact of business restructuring and change such as staff Low a) |Staff Welfare Policies set out in the Staff Manual (8)
'burnout’ and stress as staff take on new duties following the departure of b) [Monitoring of sick leave via the HRSS
colleagues; poor motivation of staff due to higher workload, post c) |JAwareness and monitoring locally by HR teams
restructuring; increase in staff sick days taken; etc. d) |All decisions on ERRF / VSF / Alternative Working Arrangements / etc. were assessed for
business impact prior to making the "accept / reject" decision on each application
10 [Inaccurate tracking and reporting on headcount / staff numbers Low a) |Fortnightly validation of payroll and PeopleSoft data (9)
b) |[Monthly PeopleSoft audits to check data accuracy




Corporate Risk Register - 2014

Shared Services: 5roup Finance

Business Risk

Risk Rating

Key Controls

Shared Services: Group Finance

Inaccurate TV licence sales figures provided by An Post / Department of Social Protection ("DSP")
leading to potential misstatement of the Licence Fee income recognised by RTE

Increase in Television Licence Fee evasion [Primarily a 3rd party risk]

The trend of payments migrating to a monthly direct debit mechanism as a means of paying for the
Television Licence Fee is a related risk. This trend increases the risk of direct debits being rejected by
the bank, particularly following the implementation of SEPA, and increases the risk of the subsequent
cancellation of direct debits by the customer.

An advertising agency or customer defaults on a debt owing to RTE [This is a shared risk with the
divisions - see divisional Risk Registers]

Incorrect / inappropriate taxation treatment adopted by RTE.

Changing Revenue attitude with respect to taxation matters, as evidenced, for example, by the August
2012 Corporate Governance and Tax Compliance correspondence to the Chairpersons of all
Commercial State Bodies. The risk includes a potential change in the VAT treatment under new Terms
of Trade (IPU Commissions)

Medium

Weekly/ monthly analysis of “over he counter unit sales” from An Post.

Monthly review of DSP payment and reconciliation of movements in DSP database.

Reconcilia ion of “over the counter” licence fee income prepared by An Post, quarterly in arrears.
Meetings between CFO and DCENR.

Marketing/awareness campaign in conjunction with An Post/ DCENR.

Ongoing engagement with DCENR / An Post re: Licence collec ion methods
Engagement between CFO / GFC and DCENR as regards all licence fee matters
Regular monitoring of sales reports, including the patters of direct debit sales

Credit Insurance in place for all key agencies which limits RTE's exposure to bad debts. Adherence to
terms of credit insurance policy.

Credit references sought for all new customers, wi h advance payment procedures

Monitor ongoing exposure to agencies including future bookings via weekly consolidated reporting
Ongoing monitoring of aged debts and action taken regarding old or problematic debts by Accounts
Receivable.

Weekly reporting of top debtors to the Group Commercial Director / IBD Commercial Directors / CFO
and FDs/FCs.

Debtors queries, old debtors, slow paying debtors - reviewed at monthly Sales/AR meetings

Meeting problem debtors in order to agree payment plans as and when they arise

Professional taxation advisors engaged to provide advice on complex taxation matters
Competent accounting staff employed, who keep up to date on developments in taxation
Prudent provisioning for any doubtful items

Taxation is a matter on the Board agenda

Taxation compliance report completed by KPMG
Annual training programme

Misstatement / overpayment of a Fee payment (Contractor/Contributor etc.) or payment in excess of the Medium a) [Formal approval procedures followed - costpool approval and finance approver
agreed / contracted rate b) |Restricted access to update standing data for Northgate
c) |Certain contractors are paid based on standard rate codes, which are set-up in the system and not
manually input
d) |IT controls within PeopleSoft - when a fee line is entered the system checks against the (max fee
amount) maximum total amount for the entire contract
e) |Contracts in place outlining the agreed rates and the deliverables
Financial risks associated with the migration to the Single Euro Payments Area (SEPA), such the Medium a) |Project plan in place to manage he migration
rejection of files transmitted electronically to the bank; delays in the receipt of salaries by employees due i i . . .
to bank processing issues; technical difficulties in the conversion of files; etc. b) [Regular meetings with the main banking partners and with Northgate
Inappropriate or fraudulent tendering procedures Medium a) |Evaluation team for contract tenders and the use of evaluation criteria
b) |Involvement/oversight of the purchasing department in all EU / National tenders
c) |Purchasing Procedures and Guidelines document
d) |Segregation of duties - tendering, ordering, supplier set-up and invoicing

Code of Business Conduct for Staff Members - posted on RTE.ie

K0}




Corporate Risk Register - 2014

Shared Services: 5roup Finance

Business Risk Risk Rating |Key Controls
8 Inappropriate payments, and / or material commitments entered into, on behalf of RTE Medium a) |Commitment approval sought in advance of awarding major contracts.
b) |Purchase order approval process, with tiered delegated approval limits
c) |Segregation of duties between supplier set-up, ordering, invoice processing and settlement
d) |Purchasing Procedures and Guidelines document
9 [Breach of banking covenants in place for borrowings [2rn and RTE risk] Medium to |a) |Quarterly review process in place in 2rn (see 2rn Risk Register); Half-Year / Annual review processes
Low in the case of RTE - the reviews involve a historic and forward looking review
10 [A bank, with which RTE deposits its cash resources, goes bankrupt leading to loss of funds Low a) [Minimum credit rating, as defined by the Treasury Policy, needed before RTE may lodge cash with a
bank (primarily funds invested with Irish financial ins itutions).
11 [Failure to monitor and forecast cash position in an effective manner resulting in: Low a) |Detailed cash analysis on a daily basis and annual cash flow projections (2013 - 2017) updated
- RTE unknowingly running out of cash resources; or regularly.
- RTE experiencing temporary cash flow difficulties, overdraft costs, loss of interest income etc. b) [Monthly management accounts, incorporating cash flow statement and liquidity KPI's
12 |Errors or misstatement in the presentation of the revised Television Licence Fee Attribution disclosure Low a) |Formally documented allocations process and manual in place
in the Group Financial Statements as at 31 December 2013. b) |Formal review and sign-off by the IBD FDs / FCs
13 |Misstatement of Payroll costs as part of processing Low a) [Fortnightly validation of Payroll paid personnel with PeopleSoft data.
b) |Review of budget versus actual of payroll costs and investigation of differences
c) |Validation by costpool managers, of individuals paid through their costpool
14 |Misappropriation of RTE funds i.e. fraudulent cheque or bank withdrawals, theft of cash Low a) [Most customers pay by cheque or EFT - very limited cash transactions
b) |Petty cash is maintained in locked cabinets / drawers to prevent theft
c) |Petty Cash reconciliations are carried out at regular intervals
d) |Cheque books are stored in locked cabinets.
e) |Cheque payments and bank wi hdrawals require two authorised signatories
f) |Electronic payments made to creditors are approved by the Group Financial Controller and CFO prior
to payment.
15 [Inappropriate and / or unauthorised foreign exchange contracts entered into on behalf of RTE Low a) [Treasury policy in place
b) |Foreign exchange contracts entered into based on detailed rolling foreign currency projections
c) |Foreign currency exchange contracts are signed by two authorised signatories, normally the CFO and

the DG.

Note: There were no material changes to the rankings of risks as compared to those listed in the 2013 Risk Register.




[Technology Risk Register - February 2014

Rank [Risk Category Business Risk Risk Rating |Rank Versus

1 Operational Risk Single points of failure in critical broadcast infrastructure, negatively impacting broadcast continuity and output.
Examples include the single playout facility in the TV Building (i.e. no second off-site facility) and the single
point of failure in the Sky uplink disk in the 'satellite farm'.

2 Financial Risk Financial resource constraints leading to under-investment in technology infrastructure and systems resulting
in continued "sweating" of ageing and legacy equipment, which could lead to operational impacts and
inefficiencies.

3 IMarket and Commercial |Loss of competitiveness and market share due to a delay in rolling-out new broadcast technologies, especially

Risk delays in upgrading studios to High-Defintion in a timely manner.
4 [Operational Risk [People and skills risk to include: Moderate
(1)
a) Skills development impacted by insufficient training and development plans being in place; and Risk split into
b) Insufficient knowledge sharing taken place previously. two risks this
year
5 Operational Risk JResistance to implement revised work practices and to engage in more collaborative, innovative working Moderate! New
arrangements. Ultimately, this may impact on the organsiational culture required to implement the RTE
Strategy 2013-2017.
6 Operational Risk / Breaches in, or failure of, IT security resulting in reputation damage or lack of availability of key systems. This Moderate
Reputation Risk could arise due to intentional or unintentional misuse of RTE technology systems such as unauthorised access (3)
to, or inappropriate use of, IT systems.

1: Assessed as "moderate” for Technology personnel, and "moderate" in relatation to RTE personnel generally.
2: This Register is not directly comparable to prior year due to the restructuring of IT and the establishment of a new Technology division replacing Central IT
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REPORT TO THE AUDIT AND RISK COMMITTEE

3. CODE OF PRACTICE FOR THE GOVERNANCE OF STATE BODIES

31

INTRODUCTION

Published by the Department of Finance in June 2009, the revised Code of Practice for the Governance of State Bodies (“Code of
Practice”) is intended to provide:

“a framework for the application of best practice in corporate governance by both commercial and non-commercial Sate
bodies’ .

Board members and employees of State Bodies are required to follow the principles set out in the Code of Practice in order to
ensure that all their activities “meet the highest standards of corporate governance”.

Compliance with the Code of Practice is mandatory for all State Bodies and trading subsidiaries. On an annual basis, the
Chairman of the Board is required to report to the Minister for Communications, Energy and Natural Resources on RTE’s
compliance with the Code of Practice.

In addition to relying on the results of Internal Audit’s programme of work for 2013, we carried out spot checks on RTE’s
compliance with the Code of Practice by selecting a sample of the activities covered by the DCENR’s own Code of Practice
compliance checklist. (This checklist was provided to RTE by the Broadcasting Policy Division in correspondence dated 17 June
2010.) We noted no exceptions as part of this testing.

Further work to check compliance with the year-end / reporting requirements per the Code of Practice will be carried out in April
2014, as part of drafting the Chairman’s Annual Report to the Minister (in accordance with Section 13.1 of the Code of Practice).
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3.2

FINDINGS

The spot checks indicate that RTE remains compliant with the Code of Practice for the Governance of State Bodies. Our other audit work during the year did not

highlight any other issues of non compliance with the Code of Practice.

RTE I'nternal Audit
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Executive Summary: Objectives and Scope

Overview

— is RTE’s electronic travel and subsistence system and was
implemented in February 2003. It is integrated with Agresso and has workflow
approval functionality.

RTE’s Travel Policy is contained in Chapter 7 of the Staff Manual (6th
Edition) and is posted on the travel section of the intranet. Amendments to the

policy are communicated via the intranet, with the last material revision in
2008.

Expense claims — process

All claims should be submitted using q in accordance with the RTE
Travel Policy and must be made within 21 days of completion of the duty
during which the expenditure was incurred. In summary:

= The claimant enters the details of the claim into_

= Receipts are placed into a pre-printed travel receipts envelope by the
claimant, showing the claim number, date of claim and the claimant’s name

= Each approver is responsible for viewing and substantiating all receipts

= The claim is approved electronically

= The date of approval is written on the envelope by the approver and the
sealed envelope is forwarded to the relevant Finance co-ordinator

= The Finance co-ordinators are responsible for ensuring that all envelopes
are received and archived in approval date order

[

The scope of our audit was the employee expense claims processed through
during the period 1 January 2014 to 30 November 2014. We selected
a sample of 40 claims and requested the relevant envelopes. All IBDs
and the Corporate Centre were within the scope of this review. We also carried
out some high level analysis of the full population of transactions.

We tested the following:

Verified an envelope was on file;

Checked for evidence of the approver viewing the claim;

Verified that valid receipts were retained;

Checked that the details of those entertained was recorded; and
Examined if all subsistence / mileage claims were made in accordance
with the RTE Travel Policy.

ASANENENEN

Any instances of missing receipts are categorised as follows:-

- Category

B

Description

M ajor: missing receipt for a purchase in excess of €500, or
numerous higher value receipts.

I nter mediate: missing receipts related to amounts greater than
€100 but less than €500, or related to a number of missing low
value receipts.

M oder ate: missing receipts related to individual amounts of less
than €100, or where the number / value of missing receipts was
low in the context of the number of transactions.

The scope of our audit did not include:

X Expenses claimed via Purchase card — covered in a separate assignment;
X Club Travel — used by employees to book work related flights; and

X Taxi Voucher system — with payment subsequently made on account.

The full population was interrogated based on a suite of pre designed tests in
order to highlight irregularities and to assist in the selection of our “focused”
random sample. In addition, a number of other [ claims were
selected randomly from the full population.

In total, 4/5 of our sample was based on the “focused audit tests” and a
further 1/5 was selected randomly. Representative coverage was also
achieved across all divisions and months within scope.
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Executive Summary: Financial Background

&
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€2.5m of transactions were processed through RTE’SH system in the twelve month period to 31 December 2014, up from €2.3m in the same period

in 2013 (an increase of 8%). The largest spend is in News

month period was 11,582, up by 4% from the same period in 2013.

7o), Radio (24%) and Television (20%). The total number of claims processed in the twelve

Claims peak before the year-end cut-off in December and in June as the Spring production season ends.

Expenses by Category (January to December 2014)

m Subsistence

m Mileage

m Transport

m Entertainment
mSundries

m Other

An analysis of spend by category is illustrated in chart C. Subsistence costs
represent the highest expenditure for the period at 50%. This consists of
subsistence claims and hotel costs.

Staff Mileage is 21%, followed by Transport, Entertainment and Sundries.
The “other expenses” category makes up 9% and comprises various expense

captions: travel costs (6%), mobile phones (1%), make-up (1%), and any
other (1%).

Page?2




Executive Summary: Summary Findings

@ Draily allowance (DA™ subsistence claims arse where the clabmant §s required o be
Breakdown of Subsistance Costs away from ther home or place of work, Claims are based on the Tours worked. The
24 hour allecance is a flat cate allowance covering acconunsdation, meals. ete. for a
24 hoar period.
N4 haus il cmince Eacl of the DAs las a different mopetary valoe based on the location of where the
u Day Allgwance 3 allowance s being claimed and e lwwrs wodked
Mlowance 2
ey . A shown o chan D across, nearly lsalf (47%) of Subsistence expendinere is made up
8 Oy Allowance 1 of the 24-howr daly allowance, followed by receipted hotel claims and the Day
- Hotel Allovoramce 3 (80 howrs ard s o J4 bowrs), each representing 7%,
E Codtinuons Dty
Existence of Travel Claim Envelopes Apgroval of Envelopes
W Erree lape Reosived B AppTopriate Approval
m Mo Emvelope onfile B No Apprawal Evidencad
Existence of envelopes; Authorisation / Sign-off of envelopes:
A envelope was on fike for 39 (98%) of the 40 clanmants Of the 40 expente claim envelopes tested, 39 (98%) were physically evidenced as
2 testinig. One envelope was ot avatlable for andit (2%) approved, wiile one (2%) was nof approved.  In mitigation, all claims were
This 15 an improvement on the prior audit where 18% of envelopes electronically approved in _

were umavatkable for testing
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Executive Summary: Summary Findings (Cont’d)

®
Missing Recelets: Analysed by Category

& Mo Erveelope

= Receipted

Credit Card receipt
ECHegary A
= Category 8
ECategory C

Exidence of Receipis;

We noted issues with receipting in the case of four of the 4:}_ envelopes fested {10%), A further three (8%) envelopes contained a credit card receipt
bt ot @ fadl fall receipt, While a credit card receipt 15 some nutigation &t does not provide full explanation | evidence of the clatm. especially i the <ase of
hotel or entertaimment bills.

. As shovwn i the chiart above, two of the cnvelopes with vossing receipts was assigned & “Ciegory A7 rating. as follows:

3 Oher Travel and Moo Travel expense claims to the value of £1.380 (10 connestion with-production abroad)
3 x €100 parking receipts (in connection with extended periods of parking)

- One envelope was assigned o "Cotegory B mting for o Hotel bill 10 the value of €340 (m Ireland), Three other fow value meceipts were also missmg,
. One envelope was assigned & “Category O mting  for o missmg tram receipt 1o the value of €95 for p top abroad. All other receipts were m order,

@' The action plan contains & sumall munber of actions to-address other matters w the areas of entertainment, recording daily allowances, cost confrol initiatives,
efe, noted as part of the audin,
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Executive Summary: Key Issues and Overall Conclusion

We noted the following matters:

Compliancewith Policy

- One out of 40 envelopes tested was not available for inspection

- One of 40 envelopes reviewed was not evidenced as approved, although it was electronically approved
- Four of 40 envelopes reviewed contained missing receipts
- Other matters as detailed in the Action Plan

Policy Und The RTE Travel Policy has not been updated since November 2008. We note that the update is in progress, with
olicy Updates ongoing discussions with employee representatives taking place.

—

For the most part, the individual expense items tested as part of this audit were valid claims duly supported by a receipt and submitted in line with the RTE

Travel policy. The standard of control has been improving consistently over recent audits. Furthermore, we did not identify any deliberate fraudulent claims as
part of our analytical review.

However, the report highlighted some missing receipts and may indicate a lack of a thorough review by approvers. Receipts are important both from an internal
control perspective and in the event of a future Revenue audit.

We noted some improvement from the last audit, particularly with regard to the number of envelopes available for inspection. This reflects a renewed focus on
this area led by the Finance teams. We outline a small number of other findings in the action plan.

We appreciate the co-operation received from the relevant staff members during the course of this audit.
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REPORT ON TRAVEL & SUBSISTENCE

B - AGREED ACTION PLAN

Full pecerpts were retimmed on file m the case of 82%" of the

- envelopes mspested for testing of receipts, (*80% of the

Line Managers of the mstances of missing
peceigds. of e use of credit card receipds,
to ensure that they are addressed wath the

Finding Managemeni Comimeni Agrveed Actlon Priarity | Manager
responsible aud
Completion Date
Camplinnes whh RTE Travel Policy
1. | Exlsience of Envelopes Agresd The Fimancial Controller will mform the bt |
pelevant Line Manager of the specific 3 March 202
We selected a sample of -1-'.:1- claims for review across the breach of F'“h'::l".r':r_"““'g_":‘ the retention of
o gaisation am- envelope. . This will be addressed
locally
A Eﬂnth}}x was available for 39 (98%) out of the 40
exvelogees selected,
I the remaining mstance, in Dagital, the envelope and relevat
receipts were nof availnhle for mspection.
L | Authorisation [ Sign-off of envelopes Agreed A remunder wall be dssued o the approver L
of the clam to evidence e date of 31 March 2015
We reviewed the approval nl’!hc- eovelopes Tested, as approval of the cliim. as requared wndber
follows: the policy. (e nofe that tre claim s
eleciranically opproved. |
o O the A0 envelopes tested. 39 (98%) were plvsically signed
off by an appropmate approver / cosipool mamager m
aceoddanee with the RTE Travel Polwey
o Ome envelope. i Radio. was nod sogised by an o appropmate
approver | costpool manager. [t was not therefore possible to
validate whether the receipts were ploysscally inspected by
the Line Manaper praor to approval on
in nl.'il!i.i[iﬂl!. all claims were electromically approved in
2, | Exidence of Receipts Agreed The Fis [ FCs will inform the relevam M

RTE fnrernal Audit
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REPORT ON TRAVEL & SUBSISTENCE B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date

full sample examined.) relevant claimant. 30 April 2015

Missing Receipts The FDs / FCs will remind all approving Financial

We noted issues with missing receipts in the case of four of the Line Managers of their responsibility to Directors /

envelopes tested (10%). The claims were made by individuals in ensure that valid receipts are retained on Financial

News & Current Affairs (2 envelopes) and Radio (2 envelopes). file in envelopes and checked Controllers
prior to signing-off on the expenditure. 30 April 2015

As shown in the Executive Summary, two cards were assigned a
Category A rating, one a Category B rating and one a Category C
rating.

These are explained in further detail as follows:

Card assigned to News & Current Affairs: Other Travel and
Non Travel expense claims to the value of €1,380 (in connection
with production abroad).

Card assigned to News & Current Affairs: 3 x €100 parking
receipts (in connection with extended periods of parking).

Card assigned to Radio: Hotel bill to the value of €340 (in
Ireland).

Card assigned to Radio: A missing train receipt to the value
of €95 for a trip abroad.

Credit Card Receipts

A further three envelopes (8%) contained a credit card receipt but
not a full till receipt. While this is some mitigation as it identifies
the amount and the supplier, it does not provide full explanation /
evidence of the items included in the claim, especially in the case
of hotel or entertainment bills. The claims were made by
individuals in Television (2 envelopes) and 2rn (1 envelope).

In five other cases the missing receipts were considered

RTE Internal Audit Page 7



REPORT ON TRAVEL & SUBSISTENCE

Finding

immaterial in the context of the claim (e.g. a minor toll charge)
and therefore not included in the analysis of missing receipts
above.

Entertainment

During testing we noted non-compliance with certain clauses in
the RTE Travel Policy relating to entertainment claims (business
entertainment). The exceptions arose for the following reason:

e Three of the sample of claims which contained a business
entertainment expense failed to provide the full details of
those being entertained and the reason for entertainment,
which is contrary to Section 12 of the RTE Travel Policy.

e Oneinstance where the claimant had expensed a meal under
entertainment but had not reduced the Daily Allowance
accordingly.

o Section 11 of the Travel Policy states that “where a meal
is claimed under entertainment, or where the claimant
was provided with a free meal (attendance at a
conference, paid by another organisation etc), the
appropriate subsistence charge should be reduced by
Day Allowance 1”.

Policy Updates

The RTE Travel Policy has not been updated since November
2008. An update of the Policy is therefore now overdue. We
acknowledge that the update is currently in progress and has been
delayed pending discussion with employee representatives. A
draft was submitted to employee representatives for discussion in
late 2013.

RTE Internal Audit

M anagement Comment

Agreed.

Agreed.

B —AGREED ACTION PLAN

Agreed Action

Within each division, an email will be sent

by the FDs / FCs to —approvers
reminding them of particular areas to be

mindful of when approving claims
including provision of details of those
being entertained for business purposes
and the reduction of the subsistence charge
for meals.

(In the case of confidential meetings, it is
acceptable to include a more generic
description and initials, if necessary.)

The RTE Travel Policy will be updated
and communicated to staff.

Priority

M

M anager
responsible and
Completion Date

Financial
Directors /
Financial
Controllers
30 April 2015

30 June 2015
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REFORT ON TRAVEL & SUBSISTENCE

B - AGREED ACTION PLAN

Finding Managemenl Comimeni Agveed Action Priarity | Manager
respomnsible apd
Completion Date
CHber Csery nilais
Mohile Fhone Hills Agresd The optron of transfermng the axfividoal m L
ciestion over o the corporate RTE
We identified one insiance where large recuming monthly mobile m Clafmeani 'y package will be explosed.
phioae bills were bewg claimed via i Ndmagerd
In cemain mstances it makes ccononnc sense fo transfer
emplovees with large recuming balks over 1o the copporate RTE
package.  There ate corporate tanfis and data bondles . with
preferential mtes on equpment availablie
(This matter has been comummmcated 1o the mdwidual™s Line
Afanamerh,
Subwistence Claims Agresd The lower subsistence rote will be claimed L |
oy the fidure Bor LTS cities visited outside of ] 20015
Backzround This was an oversight by the | New York and Washington,

The matwe of roadeasture operations offen equares  mavel
oversens Subsistence mates for a monber of foreizn locations are
Bisted on the travel section of The Hub, wirth the e varving

depending on the location

Finding

The subsisence rate for Mew York and Wadkington is higler than
that the rest of the USA The 24-honr rate for New
Yook Waslnngton is 5320, &5 conspared to 5270 in dee rest of the
LS4,

Dunng festing we nofed that the higher rate (5320} was claimed
m respect of ravel outside New York Washington

claimeant. That said, cities such
as Chicage, Boston and San
Framcisco are as expensive, if
i ore 50, than Washmgton,
Susce  appoantoent, i Y3
chumant has been fantastic in
teqens of badeeting asd getmisng
value for money for RTE.

Clarman s
friae Mannger)

BTE faternal Audit
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REPORT ON TRAVEL & SUBSISTENCE B —AGREED ACTION PLAN

Finding M anagement Comment Agreed Action Priority Manager
responsible and
Completion Date

8. Useof -for costs of non-employees Agreed. The Orchestra Manager will liaise with L
Finance to explore and consider alternative 30 April 2015
Background I am not particularly approaches for the payment of Per Diems
There is a facility in place on Hwhereby expenses can be comfortable with either my to Soloists.
paid in advance to employees where the need arises. team or myself having to do

this on occasion.
Advance payments to cover expenses, or “Per Diems”, are not
uncommon in the music/orchestra business. In certain instances, (Anthony Long)
agencies may insist on Per Diem payments upfront in advance of
the concert, prior to payment of the performance fee. However as
Soloists / Composers are not RTE staff there is no facility to
claim for Per Diem expenses of non-employees in advance.

Finding

To facilitate Per Diem payments to a Soloist in advance of a
concert, costs were covered personally by the Orchestra Manager
and then later claimed via - We noted one instance in
our sample.

Although requests for advance payments such as these are no

common, claiming Per Diems for non-employees via E is
not an ideal solution as it is not what the system was intended for.

In addition, this may pose problems in reporting personal claims
in the event of an FOI request.

The preferred treatment is for the Soloist to include the expenses /
Per Diems on the invoice / fee payment.
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Background

Background

Introduction

Corporate governance comprises the systems and procedures by which
enterprises are directed and managed. The Code of Practice for the
Governance of State Bodies (“Code of Practice”) is intended to provide:

“a framework for the application of best practice in corporate governance by
both commercial and non-commercial State Bodies.”.

The governance relationship between the Government and a State Body is
outlined overleaf. Compliance with the Code of Practice is mandatory for all
State Bodies and trading subsidiaries. The Code makes provision for certain
requirements to be applied proportionately to smaller Bodies.

The provisions of the Code of Practice do not override existing statutory
requirements and other obligations imposed by the Companies Act, Ethics in
Public Office Act, Standard in Public Office Act, statutory provisions relating to
the State body itself (i.e. Broadcasting Acts) and any other relevant legislation.

Reporting

On an annual basis, the Chair of the Board is required to report to the
Minister for Communications, Climate Action and Environment (“DCCAE”) on
RTE’s compliance with the Code of Practice. Secondly, the Corporate
Governance section of the Annual Report contains a statement on the extent
of RTE’s compliance with the Code of Practice.

The External Auditors are required to review RTE’s disclosures and note any
inconsistencies identified in the Independent Auditor’s Report in the Annual
Report.

Code of Practice (2016)

The most recent version of the Code of Practice was issued by the
Department of Public Expenditure and Reform in 2016, and came into effect
for the first time for the year ending 31 December 2017.

The 2016 Code of Practice is accompanied by four “associated Code
requirement and guidance documents”. The four additional documents are
listed below:

= Business and Financial Reporting Requirements
= Audit and Risk Committee Guidance

= Remuneration and Superannuation

= Board-Self Assessment Evaluation Questionnaire

The Code comprises ten sections, as below. (See Appendix 1 for full details).

Contents of Code of Practice

1. Role of the Board

2. Role of the Chairperson

3. Role of Board Members

4. Board Effectiveness

5. Codes of Conduct, Ethics in Public Office, Additional Disclosure of
Interests by Board Members and Protected Disclosures

6. Business and Financial Reporting

7. Risk Management, Internal Control, Internal Audit and Audit and

Risk Committees

8. Relations with the Qireachtas, Minister and Parent Department

9. Remuneration and Superannuation

10.  Quality Customer Service
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Background and Governance Framework

The 2016 update included key additional business and finance disclosures
in the areas of hospitality expenditure, travel & subsistence, and details of
termination / severance payments.

Governance Framework

The Governance Framework diagram (across) outlines the main features
of the governance framework relationship between Government and
State bodies.

The diagram does not purport to cover all aspects of this relationship
which will vary depending on the differing nature, scale and
responsibilities of the State body and the governing legislation establishing
the State body.

For example, the Broadcasting Authority of Ireland (BAI) is a regulatory /
monitoring body, specific to RTE.
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Objective and Scope

Objective and Scope

The purpose of this memorandum is to set-out our findings following an
assessment of RTE’s compliance with the Code of Practice for the Governance
of State Bodies, for the year ended 31 December 2018.

This assessment was carried out having regard for the nature of RTE’s business,
the governance obligations arising from the Broadcasting Act 2009 and other
related matters. Each paragraph in the Code of Practice was evaluated by
Internal Audit.

v The 2016 Code of Practice is within scope of this review.
DCCAE Checklist

A comprehensive Code of Practice Checklist was submitted by RTE to DCCAE in
the prior year, accompanying the Annual Report and the Chair’'s Annual Report
to the Minister. In accordance with Paragraph 2.6 of the 2016 Code of Practice,
this checklist will also be completed by RTE for the year ending 31 December
2018. The Checklist addresses 134 items.

DCCAE Officials carry out a verification exercise on the contents of the
checklist, normally in a late summer / early autumn timeframe.

The Code of Practice impacts all aspects of the business and has relevance to all
risk and compliance activities. The key corporate risks addressed by the report
are as follows:

Risk # 6 — Managing of Finances and Business Planning
Risk # 10 — Changes in Legislation / Regulation & Compliance
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Findings

——— Internal Audit has carried out a review of RTE’s compliance with the Code of Practice for the Governance of State
Findings - YE 31/12/2018 Bodies for the year ended 31 December 2018. The key findings are below.

In considering compliance, we also consider the results of Internal Audit’s programme of work for 2018, the risk management activities and the annual review of
the system of internal control. We also checked RTE’s compliance against the DCCAE’s Code of Practice compliance checklist.

Results
The checks carried out by Internal Audit indicate that RTE is broadly compliant with the 2016 Code of Practice for the Governance of State Bodies. However,
we noted one exception in relation to procurement — see below.
Variations from the Code are for valid reasons, such as reflecting the nature of RTE as a Statutory Corporation entity, or were approved by DCCAE (and
confirmed in the document “Guidance on the application of Code of Practice for the Governance of State Bodies”, issued by the DCCAE).
Our other audit work during the year did not highlight any other material issues of non compliance with the Code of Practice.
Appropriate disclosures have been made in the Annual Report and Group Financial Statements and in the Chair’s Report to the Minister.

Audit Exception — Procurement
X We noted one exception, in relation to compliance with the Public Procurement Guidelines

* The April 2019 Procurement Compliance Internal Audit report highlights some instances of non-compliant procurement - see report for full details.
However, we note the improvements from prior-year in the issues highlighted
* The exceptions relates to 37 suppliers, or 1.9% of the cumulative 2018 payments to suppliers contracted through-
* Some historic factors are relevant to the exceptions:
o The limited functionality of increases the difficulty of tracking tendering arrangements and the system is at end of useful life
o The fact that managerial responsibility for supplier relationships and purchasing was traditionally fragmented across Divisions in RTE, which increased
the difficulty of centralised monitoring of procurement and understanding historic tendering arrangements

Actions
e Actions have been agreed to address the above matters including:
o Asignificant capital project to implement a new ERP system in 2019 is in progress. This will replace a number of legacy Finance and HR systems;
o With the ongoing implementation of the ‘One RTE’ organisation structures, oversight of key supplier relationships is being consolidated, resulting in
better centralised managerial responsibility;
o Additional resources are now in place for the Procurement Department, with Managers overseeing procurement activity by expenditure category;
o New processes and policy implemented for the engagement of Contractors in RTE, in the context of a wider examination of freelance/contractor
contractual engagements, undertaken by Eversheds Sutherland; and
o Tenders will be carried out as necessary for any items highlighted as an exception.
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Findings

Findings (Cont’d)

Conclusion

It is appropriate for the Chair’s Report to the Minister for Communications, Climate Action and Environment (in accordance with Paragraph 2.6 of the Code of
Practice) to confirm that RTE is compliant with the Code of Practice for the Governance of State Bodies, subject to a brief reference to the procurement
exception and the actions in progress.

While some procurement exceptions were identified in respect of 2018, we noted an improvement in the position from prior year and the exceptions are not at
such a level as to merit a disclosure of non-compliance with the Code of Practice on the grounds of non-compliant procurement. Actions are in progress and a

follow-on review by Internal Audit will take place in 2019 to monitor the implementation of the actions.

Rating: Compliant with Code of Practice
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REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE

APPENDIX A

The Code of Practice for the Governance of State Bodies sets-out a large number of requirements, too detailed to cover in this appendix. However, the table below sets-out a high-level
summary of the key compliance activities and RTE Policies applicable to the main sections in the Code of Practice.

Section

RTE Policies / Documents and Other Key Compliance Activities

1-5 The Board and Directors e Role of the Board
e Role of the Chairperson
e Role of Board Members
e Board Effectiveness
e Codes of Conduct, Ethics in Public Office, Additional
Disclosure of Interests by Board Members and Protected
Disclosures

6 Business and Financial Reporting Annual Report and Financial Statements

e Additional Reporting Requirements

7 Risk management, Internal Control, Internal Control
Internal Audit and Risk Committees e  Review of Effectiveness of Internal Control
e Internal Audit Function

RTE Internal Audit

Board

Matters reserved to the Board for consideration and decision
Delegated Authority Limits — both updated in 2018

Code of Business Conduct for RTE Board Members

Directors’ Register of Interests

Directors’ Emolument Forms

Board Papers and Board appointment / induction process
Board Approved Budget

Chair’s annual report to the Minister in accordance with
Paragraph 2.6 of the 2016 Code of Practice for the Governance of
State Bodies (“Chair’s Report)

Board Committees and terms of reference

Board Self-Assessment Evaluation Questionnaire

RTE Statement of Strategy 2018 - 2022

Other compliance documents

Code of Business Conduct for RTE Employees

Good Faith Reporting Policy

RTE Staff Manual

RTE Annual Report disclosures, including Corporate Governance
report

RTE Annual Report and Group Financial Statements
Chair’s Report

RTE Subsidiary Company Annual Reports
Independent Auditor’s Report

RTE Journalism Guidelines

RTE Content Standard Guidelines
RTE Social Media Guidelines
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REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE APPENDIX A

Section RTE Policies / Documents and Other Key Compliance Activities
e Risk Management e  RTE Child Protection Policy
e Audit and Risk Committee e  RTE Grievance Procedure

e  Risk Management policy and structures

e RTE Top Strategic Risks and Key Risk Indicators

e Quarterly Risk meeting with Risk Sponsors and Risk Owners

e Divisional Risk Registers

e The Board’s annual review of internal control and risk
management

e Audit and Risk Committee’s oversight of risk and Internal Control

e Independent Auditor’s Report

e Internal Audit Charter

e  RTE Fair Trading Policy and Procedures

e  RTE Fair Trading Complaints Procedures

8 Relations with the Oireachtas, e Parent Departmental Oversight Role e Oversight Agreement between RTE and DCCAE
Minister and Parent Department e Performance Delivery Agreements e Annual Statement of Performance Commitments (“ASPC”)

e  Periodic Critical Review e RTE Public Service Statement 2015
e  Procedures for Procurement e  RTE Statement of Strategy 2018 — 2022
e  Property Acquisition and Disposal of Surplus Property e Purchasing Procedures and Guidelines
e C(Capital Investment Appraisal e  Capital Project Approval Process and Capital Committee
e Tax Compliance e Asset disposal process
e  Reports and Accounts of State Bodies e  RTE Tax Compliance Statement (Section 225 Companies Act 2014)

e Additional Reporting Arrangements
e Legal Disputes Involving Other State Bodies
9 Remuneration e Remuneration and Superannuation e Remuneration and Management Development Sub-Committee
e Travel and Official Entertainment e  RTE Annual Report disclosures
e Confirmation in Chair’s annual report to the Minister
e RTE Travel Policy

10 Quality Customer Service e  Customer Charter e  Complaints Process
e  Customer Action Plan e ASPC
e Display and Content of Charter and Action Plan e  Competition Voting Terms & Conditions
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REVIEW OF COMPLIANCE WITH THE CODE OF PRACTICE APPENDIX A

Section RTE Policies / Documents and Other Key Compliance Activities
- Guidance Documents e Business and Financial Reporting Requirements e Chair’s annual report to the Minister in accordance with

Paragraph 2.6 of the 2016 Code of Practice for the Governance of
State Bodies

e  RTE Annual Report and Group Financial Statements

e  RTE Subsidiary Company Annual Reports

e Monthly Management Accounts

e Interim unaudited accounts (six months)

e Delegated Authority Limits

e Annual Budget

e Audit and Risk Committee Guidance e  Audit & Risk Committee Terms of Reference
e Audit & Risk Committee Self-Assessment Questionnaire

e Remuneration and Superannuation e  Remuneration & Management Development Sub-Committee
e Remuneration Disclosures in Annual Report

e  Board-Self Assessment Evaluation Questionnaire N/A

RTE Internal Audit Page 6
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Background

Background

Introduction

Corporate governance comprises the systems and procedures by which
enterprises are directed and managed. The Code of Practice for the
Governance of State Bodies (“Code of Practice”) is intended to provide:

“a framework for the application of best practice in corporate governance by
both commercial and non-commercial State Bodies.”

The governance relationship between the Government and a State Body is
outlined overleaf. Compliance with the Code of Practice is mandatory for all
State Bodies and trading subsidiaries. The Code makes provision for certain
requirements to be applied proportionately to smaller Bodies.

The provisions of the Code of Practice do not override existing statutory
requirements and other obligations imposed by the Companies Act, Ethics in
Public Office Act, Standard in Public Office Act, statutory provisions relating to
the State body itself (i.e. Broadcasting Acts) and any other relevant legislation.

Reporting
On an annual basis, the Chair of the Board is required to report to the

Minister for Tourism, Culture, Arts, Gaeltacht, Sport and Media on RTE’s
compliance with the Code of Practice. Secondly, the Corporate Governance
section of the Annual Report contains a statement on the extent of RTE’s
compliance with the Code of Practice.

The External Auditors are required to review RTE’s disclosures and note any
inconsistencies identified in the Independent Auditor’s Report in the Annual
Report.

Code of Practice (2016)

The most recent version of the Code of Practice was issued by the
Department of Public Expenditure and Reform in 2016, and came into effect
for the first time for the year ending 31 December 2017.

The 2016 Code of Practice is accompanied by four “associated Code
requirement and guidance documents”. The four additional documents are
listed below:

= Business and Financial Reporting Requirements
= Audit and Risk Committee Guidance

=  Remuneration and Superannuation

= Board-Self Assessment Evaluation Questionnaire

The Code comprises ten sections, as below. (See Appendix 1 for full details).

Contents of Code of Practice

1. Role of the Board

2. Role of the Chairperson
3. Role of Board Members
4. Board Effectiveness

5. Codes of Conduct, Ethics in Public Office, Additional Disclosure of
Interests by Board Members and Protected Disclosures

6. Business and Financial Reporting

7. Risk Management, Internal Control, Internal Audit and Audit and
Risk Committees

8. Relations with the Oireachtas, Minister and Parent Department
9. Remuneration and Superannuation

10.  Quality Customer Service
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Background and Governance Framework

The 2016 update included key additional business and finance disclosures
in the areas of hospitality expenditure, travel & subsistence, and details of
termination / severance payments.

An additional Annex on Gender Balance, Diversity, and Inclusion to
supplement the existing Code of Practice was published in September
2020.

Governance Framework

The Governance Framework diagram (across) outlines the main features
of the governance framework relationship between Government and
State bodies.

The diagram does not purport to cover all aspects of this relationship
which will vary depending on the differing nature, scale and
responsibilities of the State body and the governing legislation establishing
the State body.

For example, the Broadcasting Authority of Ireland (BAI) is a regulatory /
monitoring body, specific to RTE.
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Objective and Scope

Objective and Scope

The purpose of this memorandum is to set-out our findings following an
assessment of RTE’s compliance with the Code of Practice for the Governance
of State Bodies, for the year ended 31 December 2021.

This assessment was carried out having regard for the nature of RTE’s business,
the governance obligations arising from the Broadcasting Act 2009 and other
related matters. Each paragraph in the Code of Practice was evaluated by
Internal Audit.

v The 2016 Code of Practice is within scope of this review.
Checklist

A comprehensive Code of Practice Checklist was submitted by RTE to the
Department for Tourism, Culture, Arts, Gaeltacht, Sport and Media
(‘DTCAGSM’) in the prior year, accompanying the Annual Report and the
Chair’s Annual Report to the Minister. In accordance with Paragraph 2.6 of the
2016 Code of Practice, this checklist will also be completed by RTE for the year
ending 31 December 2021. The Checklist addresses 137 items and requires the
attachment of relevant back-up information.

DTCAGSM Officials carry out a verification exercise on the contents of the
checklist, normally in a late summer / early autumn timeframe.

The Code of Practice impacts all aspects of the business and has relevance to all
risk and compliance activities. The key corporate risks addressed by the report
are as follows (Q4 2021 update):

Risk # 8 — Management of Finances and Business Planning
Risk # 10 — Legislation / Regulation & Compliance
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Findings

SR Internal Audit has carried out a review of RTE’s compliance with the Code of Practice for the Governance of State
Findings - YE 31/12/2021 Bodies for the year ended 31 December 2021. The key findings are below.

In considering compliance, we also consider the results of Internal Audit’s programme of work for 2021, the risk management activities and the annual review of
the system of internal control. We also checked RTE’s compliance against the DTCAGSM’s Code of Practice compliance checklist.

Results

v" The checks carried out by Internal Audit indicate that RTE is broadly compliant with the 2016 Code of Practice for the Governance of State Bodies. We noted
one exception in relation to procurement — see below.

v" Variations from the Code are for valid reasons, such as reflecting the nature of RTE as a Statutory Corporation entity, or were approved by DTCAGSM (and
confirmed in the document “Guidance on the application of Code of Practice for the Governance of State Bodies”, issued by the DTCAGSM).

v Our other audit work during the year did not highlight any other material issues of non-compliance with the Code of Practice.

v Appropriate disclosures have been made in the Annual Report and Group Financial Statements and in the Chair’s Report to the Minister.

Audit Exception — Procurement
X We noted one exception, in relation to compliance with the Public Procurement Guidelines

* The Procurement Compliance Internal Audit report highlights some instances of non-compliant procurement - see report for full details.

* The exceptions relate to 21 suppliers (2020 — 31), or 1.1% (2020 — 1.6%) of the cumulative 2021 payments to suppliers contracted through - A third
of the exceptions are suppliers with a low level of expenditure, <€50k.

* As outlined in the report, some historic factors are relevant to the exceptions, especially the limited functionality of - increases the difficulty of
tracking tendering arrangements and the system is at end of useful life.

Actions
* Actions have been agreed to address the above matters including:
o Tenders will be carried out as necessary;
o Asignificant capital project to implement a new ERP system is in progress. This will replace legacy Finance and HR systems; and
o Oversight of key supplier relationships is being consolidated, resulting in better centralised managerial responsibility. Procurement activity is now
overseen by Procurement Managers, by expenditure category
+ In addition, while not covered in this audit, new processes and policy is in place for the engagement of Contractors in RTE following the Eversheds review.
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Findings

Findings (Cont’d)

Conclusion

It is appropriate for the Chair’s Report to the Minister for Tourism, Culture, Arts, Gaeltacht, Sport and Media (in accordance with Paragraph 2.6 of the Code of
Practice) to confirm that RTE is compliant with the Code of Practice for the Governance of State Bodies, subject to a reference to the procurement exception and
the actions in progress.

While some procurement exceptions were identified in respect of 2021, the exceptions are not at such a level as to merit a disclosure of non-compliance with the
Code of Practice on the grounds of non-compliant procurement. Actions are in progress and a follow-on review by Internal Audit will take place in 2022 to
monitor the implementation of the actions. The aggregate value of the exceptions ('non tendered' and 'tender status unknown’ categories) has decreased since
the equivalent 31/12/2020 year-end audit.

The disclosures required under the Code of Practice are being made and the Checklist will be submitted to the DTCAGSM with the Annual Report.
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Background

Background

Introduction
The purpose of this memorandum is to set-out the findings of an Internal
Audit review of the year-end cost allocation process.

Background
In 2003 RTE introduced a cost allocation process to meet a range of reporting

requirements under broadcasting legislation, accounting standards, the EU
Transparency Directive and other national reporting requirements set-out by
the Department of Communications, Climate Action and Environment.

The cost allocation process comprises a set of financial procedures carried
out by Group Finance, subsequent to the year-end accounting close, in order
to facilitate the preparation of the segmental information note in the Annual
Report (Note 2). The cost allocation process facilitates the presentation of
revenues and costs as follows:

= Segmental analysis of revenues and costs by Integrated Business Division
(“IBD”) in line with RTE’s organisation structure;

= Segmental analysis of revenue and costs by channel, service and
broadcasting genre and between public service and non-public service
activities.

The process is carried out within a standalone General Ledger Cost
Allocations Database of the ] financial system, with Microsoft Excel
used as the reporting tool.

Allocation Methodology

Direct costs are charged in the first instance to the IBD, activity or
programme to which they relate, or through which they are controlled.

Indirect costs at an IBD level are allocated to specific activities or
programmes using consistently applied principles. For example, payroll
related operating costs associated with particular programmes are allocated
based on the staff assigned to the programme and / or the number of hours
spent by staff members on the programme activity.

Other indirect / shared service costs are allocated to the IBD consuming the
service using appropriate full cost absorption costing methods. Centrally
provided shared services encompass activities which are carried out centrally
on behalf of IBDs. These services include HR Shared Services, Technology,
Corporate Communications and Group Finance.

The cost of the corporate HQ is not allocated to IBDs and is reported as an
“other” segment.

The allocations process takes place after the year-end financial close, utilising
a copy of the live database. The process is performed by RTE Group
Finance using the allocations functionality of-

Restructuring
From 1 January 2018, RTE is operating under the One-RTE structure which

involves the transition of all financial records and budgets from IBDs to
Divisions.

The Group Finance team is currently reviewing the allocations process (to be
applied for the year-ended 31/12/2018) in order to identify opportunities to
streamline the process and, secondly, to increase transparency. In addition,
the review will consider the extent of restatement of the 2017 comparatives
in the 31/12/2018 Annual Report (Note 2).
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Objective, Scope and Risk

Objective and Scope

The scope of this audit was the cost allocation process, as outlined in the Cost Allocation Process Overview manual. This audit was undertaken in accordance with
an Internal Audit work-programme and involved audit work in each of the following areas:

= Process documentation;

= Process review;

= Accuracy and appropriateness of the cost apportionment rationale;

= Accuracy and appropriateness of the rules allocating costs to ‘receiving’ costpools;
= Qperational of model.

The audit sample size is set-out in Appendix 1, selected from the output of “Run 2” of the allocations model. (From an operational point of view, audit testing was
carried out in the “Allocations 2017"- Database, in period 201807).

The scope of the audit was as follows:

v Reviewing the reasonableness and appropriateness of the methodology underpinning the cost allocation process in place in respect of the year-ended 31
December 2017;

v" Verifying the accuracy of the operation of the allocations model for a sample of triggers by tracing the process, end-to-end, through the model;
v Checking a sample of the output of the model to the disclosure note in the Annual Report; and
v" Verifying the operation of the monitoring controls.

The key RTE corporate risk addressed by the report is Risk # 6 — management of finances and business planning.

The audit is also relevant as it addresses an area which is important to RTE’s legal and regulatory compliance (Risk # 4 — reputation and compliance).
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Findings, Conclusion and Rating

We conclude that the cost allocations model is operating effectively and, having regard for the sample set-out in Appendix 1, is based upon consistently applied
and objectively justified principles.

The basis used to allocate direct, inter-divisional and central shared service costs is reasonable and, for the sample tested, consistent with the supporting

documentation verified as part of this audit. The Microsoft Excel based reports used for financial reporting are consistent with the underIying- records.
The- Allocations Database used for the allocations process is consistent with the ”Iive"- General Ledger Database.

Overall Conclusion

The RTE Annual Report presents important segmental information by division and channel in Note 2 d) and Note 2 e). This disclosure fulfils an important legal
and regulatory requirement and promotes transparency in the reporting of the RTE revenue and cost base. A cost allocation process, which is undertaken by
Group Finance at year-end, facilitates the preparation of the notes.

Internal Audit has carried out a review of the cost allocation process for the year-ended 31/12/2017. Based on the samples tested as part of this audit, we
conclude that the cost allocations model is operating effectively. We noted no issues of concern as part of this audit and the standard of control is assessed
satisfactory.

The Group Finance team is currently reviewing the allocations process to be applied for the year-ended 31/12/2018 given the new One-RTE structure.

We would like to thank staff in Group Finance for assistance during the course of this assignment.

Rating . SATISFACTORY
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Appendix 1 = Audit Sample Size
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Background and Scope

Background

Introduction
The purpose of this memorandum is to set-out the findings of an Internal
Audit review of the year-end cost allocation process.

Background
In 2003 RTE introduced a cost allocation process to meet a range of reporting

requirements under broadcasting legislation, accounting standards, the EU
Transparency Directive and other national reporting requirements set-out by
the Department of Communications, Climate Action and Environment.

The cost allocation process comprises a set of financial procedures carried
out by Group Finance, subsequent to the year-end accounting close, in order
to facilitate the preparation of the segmental information note in the Annual
Report (Note 2). The cost allocation process facilitates the presentation of
revenues and costs as follows:

= Segmental analysis of revenues and costs by Integrated Business Division
(“IBD”) in line with RTE’s organisation structure;

= Segmental analysis of revenue and costs by channel, service and
broadcasting genre and between public service and non-public service
activities.

The process is carried out within a standalone General Ledger Cost
Allocations Database of the ] financial system, with Microsoft Excel
used as the reporting tool.

Allocation Methodology
Direct costs are charged in the first instance to the IBD, activity or

programme to which they relate, or through which they are controlled.

Indirect costs at an IBD level are allocated to specific activities or
programmes using consistently applied principles. For example, payroll
related operating costs associated with particular programmes are allocated
based on the staff assigned to the programme and / or the number of hours
spent by staff members on the programme activity.

Other indirect / shared service costs are allocated to the IBD consuming the
service using appropriate full cost absorption costing methods. Centrally
provided shared services encompass activities which are carried out centrally
on behalf of IBDs. These services include HR Shared Services, Technology,
Corporate Communications and Group Finance.

The cost of the corporate HQ is not allocated to IBDs and is reported as an
“other” segment.

The allocations process takes place after the year-end financial close, utilising
a copy of the live I database. The process is performed by RTE Group
Finance using the allocations functionality of_

Objective and Scope

The scope of this audit was the cost allocation process, as outlined in the
Cost Allocation Process Overview manual.

This audit was undertaken in accordance with an Internal Audit work-
programme and involved audit work in each of the following areas:

=  Process documentation;

= Process review;

= Accuracy and appropriateness of the cost apportionment rationale;

= Accuracy and appropriateness of the rules allocating costs to ‘receiving’
costpools;

= QOperational of model.
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Scope and Risk

Objective and Scope (Continued)

2016 Allocations
The audit sample size is set-out in Appendix 1, selected from the output of “Run 2” of the allocations model. (From an operational point of view, audit testing was
carried out in the “Allocations 2016"- Database, in period 201706).

The scope of the audit was as follows:

v Reviewing the reasonableness and appropriateness of the methodology underpinning the cost allocation process in place in respect of the year-ended 31
December 2016;

Verifying the accuracy of the operation of the allocations model for a sample of triggers by tracing the process, end-to-end, through the model;

Checking a sample of the output of the model to the disclosure note in the Annual Report; and

Verifying the operation of the monitoring controls.

ANANEN

2015 Allocation Restatement

With effect from 1 January 2016 RTE established a new Commercial IBD to manage all commercial activities other than: those carried out by 2rn; the provision of
multiplexing services; and sales of archive and library managed services by the Digital IBD. The new IBD was established further to the publication of RTE’s updated
Fair Trading Policy and Procedures to more clearly demonstrate the separation of RTE’s public service and commercial activities. This resulted in the restatement of
2015 allocations, from originally reported in the 2015 Annual Report, to reflect a new Commercial IBD in note 2 (d). The scope of our audit was as follows:

v Reviewing the reasonableness and appropriateness of the reclassification journals posted, with reference to the costpools impacted; and
v" Verifying a sample of the journals to the 2015 Allocations Database and back-up documentation.

(From an operational point of view, audit testing was carried out in the “Allocations 2015”- Database, in period 201605 for original postings and period
201610 for reclassifications).

The scope did not include:
X IT aspects of the- Allocations database.

KPMG will place reliance on this audit as part of the year-end statutory audit.

The key RTE corporate risk addressed by the report is Risk # 3 — management and prioritisation of financial resources.

The audit is relevant as it addresses an area which is important to RTE’s legal and regulatory compliance.
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Findings, Conclusion and Rating

We conclude that the cost allocations model is operating effectively and, having regard for the sample set-out in Appendix 1, is based upon consistently applied
and objectively justified principles.

The basis used to allocate direct, inter-divisional and central shared service costs is reasonable and, for the sample tested, consistent with the supporting
documentation verified as part of this audit. The Microsoft Excel based reports used for financial reporting are consistent with the underIying- records.
The- Allocations Database used for the allocations process is consistent with the ”Iive"- General Ledger Database.

The journals to restate the 2015 allocation comparatives to reflect the establishment of a new Commercial IBD are appropriate and consistent with the
underlying organisational restructuring.

Overall Conclusion

The RTE Annual Report presents important segmental information by division and channel in Note 2 d) and Note 2 e). This disclosure fulfils an important legal
and regulatory requirement and promotes transparency in the reporting of the RTE revenue and cost base. A cost allocation process, which is undertaken by
Group Finance at year-end, facilitates the preparation of the notes.

Internal Audit has carried out a review of the 2016 cost allocation process and the 2015 restatement. Based on the samples tested as part of this audit, we
conclude that the cost allocations model is operating effectively. We noted no issues of concern as part of this audit and the standard of control is assessed
satisfactory.

The establishment of a new Commercial IBD in 2016 increased the complexity of the allocations process in the current year, due to the restatement of 2015
comparatives. This involved the posting of reclassification journals and entailed some manual rework. While not a consideration of this audit, in light of the
Director-General’s recent announcement of further significant changes to RTE’s organisational structure, detailed pre-planning will be required in advance of
next year’s allocation runs given the anticipated significant impact on the 2017 allocations run and the need to restate 2016 comparatives. This is likely to
require amendment to the existing processes.

We would like to thank staff in Group Finance for their assistance during the course of this assignment.

Rating . SATISFACTORY
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Appendix 1 — Audit Sample Size

|

Empty central Shared Senvices costs

Allocate F;IEIpE'TI.'l,' and Service costpools
Apportion Rent and Rates

Various broadcasting costs in Television
Allocate Technology Related costs in Television
RTE Radio 1 Researchers

Various support / back-office costs

RTE Player Manpower related Costs

WS = @B W R

Allocate Commercial Sales Costs™

* This is a new trigger in the curment financkal year

** Financial Data is redscted in circulation tonoen Group Finance recipients of the repot.

Poge 4

= =L

RTE



RTE

Internal Memorandum

To: O
o o ———————

From: B Head of Internal Audit
Date: 14 March 2014

Re: Cost Allocation Process

The purpose of this note is to set-out the findings of an Internal Audit review of the year-end cost
allocation process.

1. Background

In 2003 RTE introduced a cost allocation process to meet a range of reporting requirements under
broadcasting legislation, accounting standards (IFRS 8), the EU Transparency Directive and other
national reporting requirements set-out by the Department of Communications, Energy and Natural
Resources.

The cost allocation process comprises a set of financial procedures carried out annually by Group
Finance, subsequent to the year-end accounting close, in order to facilitate the preparation of the
segmental information note in the Annual Report (Note 1). The cost allocation process facilitates the
presentation of revenues and costs as follows:

e Segmental analysis of revenues and costs by Integrated Business Division in line with RTE’s
organisation structure; and

e Segmental analysis of revenue and costs by channel, service and broadcasting genre and between
public service and non-public service activities.

The process is carried out within a standalone General Ledger Cost Allocations Database of the
I financial system, with Microsoft Excel used as the reporting tool.

2. Scope

The scope of this audit was the cost allocation process, as outlined in the Cost Allocation Process
Overview manual dated November 2012.

This audit was undertaken in line with an Internal Audit work-programme agreed with KPMG and
involved audit work in each of the following areas:

Process documentation,;

Process review;

Accuracy and appropriateness of trigger rationale;
Accuracy and appropriateness of trigger rules;



e Operational of model.

The audit sample size is set-out in Appendix 1, selected from the output of “run 2” of the allocations
model.

The scope of the audit included the following:

Reviewing the reasonableness and appropriateness of the methodology underpinning the cost
allocation process in place in respect of the financial year-ended 31 December 2013;

Verifying the accuracy of the operation of the allocations model for a sample of triggers by
tracing the process, end-to-end, through the model;

Checking a sample of the output of the model to the disclosure note in the Annual Report; and
Verifying the operation of a sample of the monitoring controls.

The scope did not include:

X IT aspects of the Jjjiili§A!locations database.

KPMG will place reliance on this audit as part of the year-end statutory audit.

Subsequent to the completion of the audit fieldwork and the processing of “run 2” of the allocations
model, Finance posted a manual journal, in the amount of €18k. This journal impacted the allocation
of the pension related costs and arose due to a late change in the IAS 19 calculation. We reviewed
the posting of the reallocation journal, having regard for the original allocation rules.

3. Findings

We conclude that the cost allocations model is operating effectively and, having regard for the sample
set-out in Appendix 1, is based upon consistently applied and objectively justified principles.

The basis used to allocate direct, inter-divisional and central shared service costs is reasonable and,
for the sample tested, consistent with the supporting documentation verified as part of this audit.

We reviewed the journal posted to process a late change impacting pension costs. The journal is
appropriate and our findings are unaltered.

We recommend the following:

a) The Cost Allocation Process Overview manual (November 2012) is a comprehensive document
and considerable time and effort was used to prepare the manual in late 2012. In order to ensure
that this investment is not wasted, we recommend that Appendix A of the manual (i.e. listing of
cost allocation triggers) is updated to reflect the changes to the trigger rationale and allocation
basis which arose as part of the 31 December 2013 year-end allocations process.

This will ensure that the manual remains relevant and provides an up to date written record of the
allocations process.



4. Conclusion and Rating

The RTE Annual Report presents important segmental information by division and channel in Note 1
d) and Note 1 e). This disclosure fulfils an important legal and regulatory requirement and promotes
transparency in the reporting of the RTE revenue and cost base. A cost allocation process, which is
undertaken by Group Finance at year-end, facilitates the preparation of Note 1.

Internal Audit has carried out a review of the cost allocation process. Based on the samples tested as
part of this audit, we conclude that the cost allocations model is operating effectively. We noted no
issues of concern as part of this audit and the standard of control is assessed satisfactory.

We would like to thank staff in Group Finance for their assistance during the course of this
assignment,

Rating: Satisfactory




Appendix 1 — Audit Sample Size

No. | Trigger Ref. | Trigger Rationale

Selected for end-to-end testing

1 ~1Co3 1 Average 2013 headcount

2 CO05 Square foot of the Donnybrook site

3 C16 Management estimate of work allocation
4 C27 Number of PCs in use

5 T12 Broadcast related cost split between channels
6 T16 Adpvertising revenue per channel

7 T59 Studio hours

8 R96 Programme hours across the schedule

9 R102 Sport programme hours

10 P15 Budgeted cost of the four output areas

11 N100* Broadcast hours

New Triggers in 2014

12 C70 Average 2013 headcount

13 C71 Average 2013 headcount

14 C74 Management estimate of work allocation

* Not automated — calculated via an SQL query and posted as a journal
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Background and Scope

Introduction

As part of its role in promoting the commercial exploitation of RTE content,
RTE Digital manages the merchandising sales function in RTE. The
merchandising sales function consists of the sale of RTE Television and RTE
Radio products (CDs, DVDs, programme box-sets, etc.) to customers via retail
outlets throughout Ireland and online through the RTE Shop on RTE.ie.

The existing product catalogue consists of circa 100 titles. A number are
specialist and slow moving lines. The Love/Hate individual series DVDs and
three series box set has been the key produce in the past twelve months, with
strong sales across all lines.

Manufacture and Distribution

RTE is responsible for the production, manufacture, design and packaging of
the product. RMG Chart Entertainment Limited, trading as Indi Entertainment
(“Indi”), a company based in an Industrial Estate on the Naas Road, Dublin 12
is RTE’s sole distributor of RTE Television and RTE Radio merchandising.
Indi is also responsible for fulfilling orders placed via the RTE Shop.

Stock

RTE does not hold any material stock of merchandising product. The product
is shipped directly by RTE’s appointed manufacturers to the Indi
Entertainment warehouse, where it is retained in stock pending orders (or
consignment sales) from retailers throughout the country.  Returns from
retailers are also managed by Indi Entertainment and held in stock in its
warehouse.

Indi uses a bespoke stock management system CRICODS to record the
movement of stock and to maintain stock records at any point in time.
Weekly stock sales report are submitted to RTE, which assists in planning the
manufacture of product.

Financial Performance

Digital is budgeted to generate approximately Jjjjjjj in merchandising income
in 2013. At the end of August 2013, TV Merchandising sales were €555k up
on budget, primarily due to strong DVD sales of Love/Hate. The sales target
for the year had been achieved by the end of Q3 2013. This data relates to
gross sales — royalties, distribution costs and production costs arise in the case
of merchandising sales. Strong merchandising sales have been offset by slower
than expected content / VOD sales, which is managed in the same directorate.

As RTE has fully outsourced the merchandising stock management function,
the purpose of this audit was to carry out a physical stock-take of the RTE
stock held on the premises of Indi Entertainment in order to:

v" Compare physical quantities of stock to the records per the system;
v Review the location and condition of the stock;

v" Review the accuracy and completeness of the stock reporting; and
v" Report any other relevant observations.

The year end for RMG Chart Entertainment Limited is 30 September 2013
and the count took place on Friday 27 September 2013. We also carried out
an interim count in mid-August 2013.

This assignment does not represent a full audit of the merchandising function

and the scope did not include:

X The CD / DVD production and manufacture process (our review is
focused on the product once it arrives in the Indi Entertainment
warehouse);

X Marketing and sales strategy;

X Technical aspects of the CRICODS system.

This report is intended to summarise the key findings and to act as a briefing
document to and will be used in discussions with management.
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Summary Findings

1. The results of Internal Audit’s interim and final stock counts are set-out in Appendix 1. The results of spot checks during the annual stock
take are consistent with the count carried out by Indi management and, in total, highlight a shortfall of 0.66% in physical stock as compared
to that recorded on the stock system (418 stock units). We noted the following:

>
>
>

The stock was held in good condition and we did not identify any evidence of physical obsolescence;

Access to the Industrial Estate and to the Indi premises is restricted and CCTV is in use throughout the premises;

A door to the warehouse is often open for deliveries and returns and increases the risk of theft. However, in mitigation, stock is not
immediately visible from the entry point, staff are in attendance on the warehouse floor and there are now only three other tenants in
the Industrial Estate;

The reason for the shortfall in stock is not clear at this point, although most of the difference is likely to relate to a processing or
distribution error in the busy period immediately prior to Christmas 2012.

2. RTE Digital should establish a policy on the frequency of undertaking stock takes of product held by third parties. We were unable to
establish the exact timing of the last full RTE stock count and, therefore, reliance is being placed on the stock data provided by Indi.
Secondly, the differences identified at the time of Indi’s last annual stock-count (late September 2012) were not formally signed off by RTE.

3. Indi entertainment is facing a tough trading environment and is experiencing financial difficulties:

>

>
>

RMG Chart Entertainment Limited reported a loss of €23k in its abridged accounts for the year-ended 30 September 2012 (an
improvement from a loss of €241k in the prior period).

It has a deficit in equity shareholders funds of €289k at 30 September 2012.

The External Auditors raised some concerns over going concern by including an “emphasis of matter” paragraph in its audit opinion.
However, the accounts are not qualified — by including an “emphasis of matter” paragraph the Auditors are drawing the reader’s
attention to the important matter of going concern, but do not disagree with the directors view that the accounts should continue to
be prepared on a going concern basis.

While not a cause for any immediate alarm, the area needs to be monitored, particular Indi’s cash flow position in the event of a change in
the pipeline of products targeted at the Christmas market. Since we completed our review, we note that RTE management met Indi’s MD to
discuss this, and other, matters and has also reviewed a recent set of Indi management accounts.

4. The MD of Indi indicated that he is considering his options under the audit exemption rules of the Companies Acts and may avail of audit
exemption in respect of the accounts for 30 September 2013. This means that the accounts will not have to be audited by a Registered
Auditor. RTE Digital needs to assess whether an annual audit should be a prerequisite to qualify as a supplier of distribution services to RTE.
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Summary Findings (Cont’d)

5. RTE does not have an up to date signed contract with RMG Chart Entertainment Limited. During the audit we received copies of an
unsigned Heads of Agreement between RMG and RTE Television dated 10 July 2008 and an unsigned, marked-up Sale and Distribution
Agreement between Indi and RTE Radio, dated 4 August 2011. In both cases the agreement is brief and does not address a number of
matters which we would expect to see in such a commercial contract — insurance, stock-count, responsibilities of parties, dispute resolution
procedures, etc. Secondly, the absence of a signed contract increases the risk of a disagreement arising between the parties and potentially
weakens RTE’s position in the event that it seeks to enforce an existing contractual clause.

We note that a formal tender for merchandising distribution services is now planned for early 2014, which will afford an opportunity to put a
new contract in place.

6. Some of the products are legacy slow moving lines, with very low levels of sales. We estimate that only approximately 15% - 20% of the
lines are actively traded at a point in time. Indi could potentially raise the issue of charging RTE a storage fee for excess stock, which is
included in the draft Heads of Agreement, although not currently enforced. A long term plan for the utilisation of legacy stock therefore
needs to be considered, including consideration of the use of this stock for on-air promotions, corporate events etc.

7. Indi submits a Weekly Stock Report to RTE digital on Thursday evening. The report lists the stock quantity on hand, the stock on
consignment to retailers and analyses sales in the past week, month to date, last month and two months ago. During our testing we noted an
error in the reporting of weekly sales per the report. Upon investigation the data was, in fact, weekly demand as opposed to weekly sales,
which could potentially overstate reported sales. The matter has now been resolved. This was a stock reporting issue and did not have any
impact on financial matters such as the reported revenue or sales for the month.

8. It is currently not possible to tie the sales units per the Sales Analysis Report submitted to Finance to the cumulative sales units per the
Weekly Stock Reports submitted to Digital’s Merchandising team. Such a check would act as an extra monitoring control. At the end of
each month Indi submits a Sales Analysis Report to Digital’s Finance team for the purpose of RTE raising an invoice to submit to Indi for the
merchandising sales in the month. This report includes transactions processed up to the last working day of the month. However, the
Weekly Stock Report is prepared in line with a different timetable and, due to timing differences, it is therefore not possible to compare both
sets of data.

Consideration should be given to amending the timing of the production of the Weekly Sales Reports (or, as a minimum, the production
of the last report of the month) to better align with the timing of financial reporting data and, more importantly, to facilitate a cross-check
between data sources by the Merchandising team. Secondly, on a periodic basis during the year, the Merchandising team should reconcile
the units of product manufactured to the stock and sales records, for a sample of items, to ensure that stock records are complete.
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Conclusion

The differences in the stock records are in line with expectation and will be followed-up with the distribution company.

The other observations in the report will be actioned. A formal tender is planned in early 2014 which will address the issue of the contract and will provide an
opportunity to formalise matters relating to attendance at stock takes, to agree reporting procedures and to consider whether other tender qualifying criteria should
be set for the distributor. We will also look at opportunities to improve monitoring controls.

In the short term, the focus of the Merchandising team is on finalising the Christmas catalogue and making arrangements for the distribution of merchandising

product during what is the most important time period of the year for retail sales.
(Caoimhe Buckley)

The purpose of this audit was to carry out a physical stock-take of the RTE stock of merchandising products. The stock management function is outsourced to a
third party — Indi Entertainment — which creates an additional element of risk and therefore merits review.

The audit did not highlight any material differences in the stock quantities physically inspected at the premises of Indi Entertainment as compared to the stock
records. Secondly, the stock is maintained in good physical condition and we did not identify and evidence of damage.

We set out a number of other observations identified during the course of the review, which will be actioned by management in the period up to the end of Q1
2014, with a view to agreeing a new contract for the provision of merchandising distribution services.
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Appendix 1

Results of Interim Stock Count

Testing from Stock Records to the Floor:

Article

RTEDVD 160
RTE 286CD

RTEDVD 132
RTEDVD 135
RTEDVD 128

RTE 284CD
RTECD 255
RTE 266CD

ARTIST

LOVE/HATE
TOMMY FLEMING
PODGE & RODGE
KILLINASKULLY

TITLE

SERIES 3

GOING BACK

SERIES 4 (15)

THE COMPLETE SERIES BOXSET(12)

IRELAND'S GRAND SLAM GLORY IRELAND'S GRAND SLAM GLORY (3DVD) (E)

JOSEPH O'CONNOR
JAMES JOYCE
KIERAN HANRAHAN

Testing from Floor to Stock Records:

Stock Location

G33F3

J26C
1368

Warehouse

ARTIST

NAKED CAMERA SERIES 1-3
SLIMLINE BOXSET

LOVE/HATE

ISLAND - IRELAND FROM THE
AIR

DRUID SYNGE

Date of count: 16 August 2013

THE DRIVETIME DIARIES
ULYSSES (LIMITED EDITION) x32CD
CEILIHOUSE

TITLE

NAKED CAMERA SERIES 1-3 SLIMLINE
BOXSET

SERIES 2

THE ISLAND - IRELAND FROM THE AIR
THE PLAYS OF DRUID SYNGE (15)

Internal Audit Physical Inspection

W/house

5295
3262

1236

2748
1270

1A
Pick area

18

71
38

784

Pick area

108

259

287

66

32

System
Pick area

18

67
38

784

Total

5299
3370
259
1241
287

2814
1271
32

Difference
IA v System
0

W/house

5429
3312

1241

2748
1273

CRICODS System

Pick area

108

259

285

66

32

Total

5432
3420
259
1242
285

2814
1274
32

Difference

IA v System

Stock Report
15.8.13

5436
3420
259
1242
287

2816
1273
32

Difference

IA v Stock
Report

-137
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Appendix 1 (Cont’d)

Results of Final Stock Count

Testing from Stock Records to the Floor:

Article

RTEDVD 160
RTEDVD 153
RTE 286CD
RTEDVD 112
RTEDVD 164
RTEDVD 90
RTEDVD 135
RTE 1 MPC
RTE1 MPC
RTEDVD159

ARTIST

LOVE/HATE
LOVE/HATE

TOMMY FLEMING
PODGE & RODGE

THE REPUBLIC OF TELLY
STRUMPET CITY
KILLINASKULLY

JAMES JOYCE

TOMMY POTTS
LOVE/HATE

Testing from Floor to Stock Records:

Stock Location

G38D2
G38C1
G38X0

K38C0

K35B0
PZZDVD

Note 1: Not sub-analysed by location on system. A further 979 on pallet in warehouse, giving 1513 versus 1511 as recorded on system

ARTIST

Mattie

Jedward

Come West Along The Road

Come West Along The Road

Podge & Rodge
Gay Byrne

Date of count: 27 September 2013

TITLE

SERIES 3
SERIES 2

GOING BACK

SERIES 2

BEST OF

STRUMPET CITY

THE COMPLETE SERIES
ULYSSES (MP3)
TRADITIONAL FIDDLE MUSIC
BOX SET

TITLE

Mattie Series 1

Documentary

Come West Along The Road (3) RTE 148

Come West Along The Road (3) RTE 148

Series 4

Gaybe Laughs Back TV (DVD 141)

Internal Audit Physical Inspection

W/house

4800
3000
3000
3300
3100
1135
768
1722
3600

1A
Pick area
12
9
175

175

200

Pick area

206

System
Pick area
12
9
175

175

200
532

Total

5006
3222
3248
3328
3210
1135
908

1722
3774

Difference
IA v System
0
0
0

W/house

4939
3052
3050
3300
3120
1129
774
1725
3597

Note 1

CRICODS System

Pick area

255
222
248
28
110

140

174
N/a

Total

5194
3274
3298
3328
3230
1129
914

1725
3771

Difference

IA v System

-188

Stock Report
27.9.13

5144
3224
3298
3328
3230
1129
914
1726
3771

Difference

IA v Stock
Report

-138
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Background

| e - ai
|

I Background_

Introduction: Overview of Supplier Payment Processes

The Accounts Payable department is responsible for the payment of suppliers
of goods, professional fees, corporate services, etc. The RTE Purchasing
Procedures and Guidelines govern practice in this area, with payment
processed via the Accounts Payable module in-.

Certain low value purchases are processed by corporate purchase cards. The
personal services of named individuals / independent contractors are paid via

_. (Both these processes are outside the scope of this audit).

Purchase Orders

Purchases processed via Accounts Payable must have an approved purchase
order (PO) before any purchase commitment is made. POs are raised and
approved on using a web based tool — . Approvers are
determined by the costpool and the value of the PO. Tiered approval is
provided for in line with RTE’s delegated authority limits, as follows:

Tiered delegated authority approval limits

Order Value Approver

€0 - €10,000 Costpool Manager

€10,001 - €100,000 | Costpool Manager / Central Purchasing / Senior

Manager / FD of IBD

€100,001 - Costpool Manager / Central Purchasing / Senior
€250,000 Manager / FD of IBD / MD of IBD

€250,001 - Costpool Manager / Central Purchasing / Senior
€750,000 manager / FD of IBD / MD of IBD / CFO
€750,001 Costpool Manager / Central Purchasing / Senior

manager / FD of IBD / MD of IBD / CFO / DG

Goods are receipted on web, by the requisitioner, when delivered and
services are receipted when the service is completed. Invoices are sent by the
supplier to Accounts Payable for processing and payment. Any invoices sent
directly to the costpool manager are forwarded to Accounts Payable. Upon
receipt of invoices in Accounts Payable, they are firstly scanned and
electronically copied onto the relevant supplier account on -

Before an invoice is processed, it is matched to the PO and to the goods receipt.
Payment takes place, normally by EFT to the supplier’s bank account, in line
with credit terms.

I nvoice M anager

A small number of purchases are processed each month via invoice manager.
This is an alternative approval tool on whereby invoices are approved
by a member of Finance without an approved PO.

Purchase Cards
Goods and services may also be paid by purchase card. Purchase cards are visa
cards provided by Ulster Bank. They are used by a restricted number of RTE
personnel to make low value purchases of goods and services. All receipts are
retained by the purchaser and approved on a monthly basis by the relevant
costpool manager.

This, in turn, reduces the number of low value orders processed via ?
web and reduces cost by eliminating the administration associated with low
value orders.

Receipting of Goods/ Services

do not allow an invoice to be processed for
payment unless it matches the goods receipt value on the relevant open PO.
There is a 5% tolerance limit to allow for normal variances such as delivery
charges etc.
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Objectives and Scope

Inherent IT Risk
Hoeyer, o

Staff m Accounts Payable are aware of this inherein systems weakness and
mameaily conzpare all mmvoices to the approved PO valie. However, by their
ma e, imanual controls are weaker than slomatic system controls

While minnual controls are in place, we carmy oul an noamal review of PO% m
order to idenhify any mstances of mapproprate receipting m excess of the
approved order amott

The objective of this audit was to review the POz raised in the vear #nded 31
December 2014 and fo imvestigate amy cases of goodssenvices receipled in
excess of the approved order amount, KPMG place reliance on this work az
part of their external modst

The output of the audit will be & report, an slectronic file and working papers

The scope of our review covered all POs {mcluding Capatal WIF and
Comuussioned programmes POs) approved md processad durng the perod 1
Taneary 2004 to 31 December 2004, across all IBDs, The andit involved:

Extractusg PO data Imm- ined aniabysas of same

Companng the value of goods receipted to the value of the approved PO o
sdentify amy deliberate by-passing of the purchase approval system
Inspecting sy mvoices processed in excess of approved orders and
mivestigating further as necessary

Detecting any instances of missing PO mumbers i the sistomatic number
SECLEICE 0

The scope did pet inclade;

K Reviewing purchase card payments (a scpauate report on purchase card
payments was completed late m 2014)

X A foll review of all invoices posted nn- to detect duplicate payments
— indhirectly covered as pant of our Supplier and Emploves Master Data
Andit m 2014
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DataAnalysis

Purchase Order Data

12,322 POs were raised in 2014, in comparison to 12,752 in 2013. (These
totalled 19,426 lines of orders, as some POs contained multiple order lines).
The graph below provides an analysis of the number of POs raised by IBD:

Stratification of Purchase Order Data
A further breakdown of the numbers of POs by value thresholds is displayed
in the table below.

No. of Purchase Orders 2014 by IBD Igtglz;
: f_gql M Television
. ""H M Corporate
M Digital
B 2rn
M Radio
® Orchestras
= News

The graph below details the value, by IBD, of POs raised in 2014. The total
value of POs raised in this period was €153.8m (€154.4m in 2013).

Total =

Value of 2014 Purchase Orders by IBD €153.8m

€5.3
€6.om > €2m

M Television
m Corporate
m Digital

| Radio

W 2rn

m News

m Orchestras

Value Number of Orders Processedin 2014
€0 - €5,000 9,919

€5,001 - €10,000 979

€10,001 - €100,000 1,213

€100,001 - €250,000 116

€250,001 - €750,000 61

€750,001 34

Total 12,322

Note:

1,097 of the POs raised in 2014 (2013 — 1,283) were less than €100 in value
and just over one quarter of those related to ten suppliers, generally recurring
consumable supplies. Of the 1,097 POs raised, 953 had invoices posted
against them at the time of issuing this report.

(A further 1,114 POs raised in 2014 were for a value between €101 and €200.)

While not a matter within the scope of this audit, there may be an option to use
a purchase card (or blanket orders) to further reduce the administration task of
processing these low value orders. This matter will be investigated further
locally.
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Summary Findings

Of the 12,322 POs raised during 2014, 65 POs (0.5%) were highlighted for
further testing as the value of the goods receipied agamst the order exceeded the
original approved order amount

A summnary of the review of the 65 orders is set-oint below:

Analysis of PO’ ipted > { PO val
B No ssuE
Below 5% Threshold
W brvcite Podted = Oieder

B Exceplion

= alid Reason

The excess of the receiptng above the approved crder ampount was less than te
acceptable 5% thaeshold in respect of four onders ad these orders do ool vequare
furtlser wmvestigatio.

For 87 of the orders, the amount mvodced was equeal 1o, or less than, de approved
ordered amonnt and no futher sction was themefore necessary.  In these cases.
ihie excess receipting above the order valne occurred due o & mamal emor on

receipiung the poods (e 5 max up between the price and quanty febds).

Frzally, in the case of four onders, both the goods receaptedd amdd the invoice
processed were an excess of the ongmnal approved onder. These osders were
wmvestigated frter.

In the case of one of the four exceptions; the nvoie processed was bess
than tee acceptable 5% threshold axl did wod requare farther inyvestigatioon.

X In the case of the other three orders an mvoice was processed, and pand,
for an amount in excess of the onginal approved order. Detarls and
explanations are set out below:

Extras for progranmes
|Clnud Compiting Sepvices E15.000 E21.009
IP:_'.-'uum o pripewhane E1.000 £2.000)

1) Tinung Isswe: Extras for programmes are wsed consistently and a PO s
raased B0 cover each mwonthly penod. but, as the amount & vanable, on
occasions the PO will be less or more than what 1s required. The total valoe of
invoices paid and processed 15 €5.273 gresfer than the value of the PO
orgmally approved. This excess - was offset by a laier, inder=recapted, PO

) The total valoe of mvoices paid and processed s €3.009 greater than the
valne of the order orgmally approved. The oniginal PO was rmised as a
blanket PO to cover varying monthly charges from the supphier. However the
actual charges exceeded the blanket PO and an mmount was paid before
Farther POs were rased and approved. This s a vabid payment,

3) Thes 15 a duplicate payment of €1.000 to 8 competiion WIOner, W SIror
Cpticns fo recoup ks amowt are cisrenily being explored,

The andit did pot identify sy idsues with the munber sequencing of orders
created on . The adentified gap o the sequencing of PO impnbers was
condirused to be due to & known systens-related pssne.

The audit did not highlight any deliberate frasdubent aftempis o éircmnvent

the Dalegated Anthority Limiis by inappropriately tecempiung, and paying for.
goods with a value m excess of fdee approved onder aponnt,
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Conclusion

While an electronic check of the invoice value against the goods receipt value takes place at the point of processing an invoice in Accounts Payable, due to a
system weakness within there is no limit on the value of goods which can be receipted against the corresponding open order i.e. the goods receipted value
can be in excess of the approved purchase order value. As a result, purchases could potentially be made in excess of the purchase order value originally approved
in line with the Delegated Authority Limits. While manual controls are in place in Accounts Payable to address this risk, we carried out audit work to manually
test the three-way match. The work will be relied upon as part of the external audit.

Internal Audit carried out a review of the processing of 12,322 purchase orders (representing a value of €153.8m). We noted three cases of an invoice processed
in excess of the approved order amount. Two were valid payments, largely reflecting timing issues. However, one was a duplicate payment in the amount of
€1,000. This is an isolated incident and reflects the administrative difficulties associated with processing a large number of POs for competition winners. 543
orders of similar values were processed for competition winners in 2014. (However, the administrative process will be reviewed locally following this audit.)

On the basis of the above, and having regard for the absence of issues with the remaining order processed during the year, we assess the standard of control as
being “Satisfactory”.

However, the underlying issue remains and a system of electronic three-way matching (invoice matched to open PO and to goods receipt) on - is the most
preferred method of addressing this issue. This matter will be addressed as part of the next upgrade of - which was delayed due to resource constraints.

We appreciate the assistance of staff in Accounts Payable.

N B e
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Introduction and Background

Introduction

It is a basic principle of good internal control and public procurement policy
that competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances for adopting a different approach. As a
public body, RTE is obliged to comply with public procurement guidelines.
This provides for formal tendering at national and EU level, depending on the
threshold levels of spend and other circumstances of the purchase.

In addition, a competitive process carried out in an open, objective and
transparent manner can achieve best value for money in public procurement.
Compliance with National and EU procurement guidelines also assist in
ensuring that procurement activity is undertaken honestly and fairly, while
upholding high standards of integrity.

Background

National and EU Tendering Procedures

The Office of Government Procurement issued an updated version of Public
Procurement Guidelines for Goods and Services, issued in January 2019. This
document sets out steps to be followed in conducting an appropriate
competitive process under EU and national rules. The EU threshold values
were updated and applicable from 1 January 2020 (last revised on 18
December 2017).

Code of Practice for the Governance of State Bodies
The 2016 Code of Practice for the Governance of State Bodies (“the Code”)
contains specific requirements regarding the monitoring of compliance with
Public Procurement rules and the reporting of same.

Section 8.16 of the Code states the following, under Procedures for
Procurement:

“The Board should satisfy itself that procurement policies and procedures
have been developed and published to all staff.”

Section 8.16 of the Code also states that the Board:

“should also ensure that procedures are in place to detect non-
compliance with procurement procedures. Entities should have a
contracts database/listing for all contracts/payments in excess of
€25,000 with monitoring systems in place to flag non-competitive
procurement. Non-competitive procurement should be reported in the
Chairperson’s comprehensive report to the Minister. ”

RTE has three key payment systems to pay individuals and companies

supplying goods/services to RTE: Accounts Payable R
Fees and Payroll -).

» Accounts Payable (i} is used to pay suppliers of goods,
professional fees, corporate services etc. All purchases, irrespective of
value, are firstly approved by the relevant costpool manager. The level of
additional approval, up to Director-General and Board level, varies
depending on the contract value (Delegated Authority Limits).

A formal process exists via the Purchase Order (“PO”) System on

to check if a competitive tender process has taken place for orders
>€10,000. In addition, Procurement carry out follow-up monitoring checks
to assess compliance.

> Fees is used to pay non-employees providing “personal
services”, including any company whose primary function is to provide the
personal services of a named individual. In addition, casual employees and
employees on very short fixed term contracts are paid via _
Fees. Payments are approved by two approvers — generally a costpoo
manager and a second relevant approver (primarily a member of finance).

> Payroll is used to pay for the services of all other RTE employees and is
not used to make payments to suppliers or third parties.
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Risk, Objective and Scope

The key corporate risks addressed by the report are as follows:

Risk # 8- Brand and Reputation;
Risk # 11 — Business Planning & Financial Prioritisation; and
Risk # 12 — Legal & Regulatory Changes/Compliance.

Objective

The objectives of this audit are as follows:

= Determine if there is a valid contracts database in place listing all
payments/contracts in excess of €28,000 (€25,000 threshold + non
recoverable VAT (“NRV”));

= Verify the accuracy of entries into the database, with reference to
source documentation and contracts;

= Understand the procurement monitoring systems in place; and

= |Investigate and report on instances of non-compliance with
procurement procedures, if any.

The scope of our review covered all payments made in excess of €28,000
during the period 1 January 2019 to 31 December 2019, across the

B svstem.

The audit involved testing the contracts database as follows:

A U N N N N NN

Agreeing the total spend per the database to the accounting system;
Selecting a sample of suppliers and checking the accuracy of spend
listed on the database to that recorded on the accounting system;
Reviewing the database and spot-checking mathematical accuracy
(percentages, totals, formulas, etc.);

Checking the database for unusual items;

Reviewing the list of exemptions/out of scope items for reasonableness
(exempt from complying with procurement procedures);

Filter the report by the various categories and perform a
reasonableness check on the categorisation of the suppliers; and
Testing a sample of items listed as “tendered” in the database to
confirm that a tender process occurred for each and that it was the
correct tender process (including alternative tendering procedures).

The scope of our audit did not include:

X

O

Contributors paid via F Fees — separate review process
currently underway: see further in report below;

Payments to employees;
Payments made via Purchase Cards; and
A review of payments/contract values below €28,000 in value.
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Overview and Context of Findings

RTE engages Contractons wva a variety of contract types, as follows:

Lol Trader,

=Lirnited Company;
=fctod )

*Writesr;

=Special Guest, and

O The Spot Contributor,

As putlined on the previows page., [ © ou of scope of our testing of the Procurement Reglster as a separate review process has been underway
for the past two years.

Mew processes and policy have bean implemented for the engagement of Contractors in RTE, in the context of the examination of freelancefcontractor
eontractual engagements, undertaken by Eversheds Sutherland. Tratning and briefings for Line Managers has also taken place. RTE has engaged with each
Contractor, issuing contracts of employment as appropaiate,

While procedures are In place in respect of payments via[l. there s no formal monitoring and reporting of tendering in respect of Contractors engaged

bosignificant capital project 1o Implement a new ERP system is also curcently n progress. This will replace legacy Finance and HR systems thereby improveng
the approval workibow, eversight and reponing functionality in cespect of Contractor engagements,

Accounts Payable | |

Dot Analvsis
Payments were made to 1,875 wuppliers on ([ from 1 lansary 2019 to 31 December 2019 The total value of payments made was £180.5 million and
this ks the scope for our awdit testing.

Latepories Out of Stope:
Of the €180.5 mallon in payments, €773 malBon (42 3%) was excluded from testing as it fefl into an cut of scope category or another process. The graph
overbes provides a more detalled break-down of these items.
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Overview and Context of Findings Continued

Accounts Payable | )} Continued

1: Categories Out of Scope/Separate Process (42 %) Z; Reviow ot Procus Er'n'?g't"--
2.0% 0.5%  54%

» Spend Below Thrashold » Tender Process
L » Out of Scope/Separate Process = fot Tendersd by End "19
R Tender Status To Be Confirmed

As illustrated in the above charts, 42,8% (£77.3 milfion) of expenditure is out of scope or has a separate process in place. For example, sports rights for a
sparting event are held by a single rights holder and is procured wvia 5 bidding process organised by the rights holder, The amounts per each category have

been examined 1o verify atcuracy. The reason for their exemption was investigated and deemed reasonable, The categories that are out of scopefhave a
separate process are delailed in chare 1.

04 the remaining 57.2% (€103.3 million), a tender process ooourred for 49.3% (€891 million} and 5.4% (€9.7 million} tell bedow the threshald which

required a more formal process under Public Procurement Rules, This ledves 2.0 (£3,7 million) of total spend not tendered and 0.5% [£0.8 million] with
the tender status unknown 3l the point of testing

The findings of our review are summarsed as foflows:

[ Rof lssue
1 Non compliant purchase spend
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Findings

1: Non compliant purchase spend @

The audit identified an absence of a formal procurement process at the point of testing, in the case of 2.0% (2018: 1.9%) of the expenditure via JJJJJJ This
represents €3.7 (A018; €1 3] millionin expenditure and 54 (2018: 37} suppliers, Please see table below for further details,

Epanditurs Rand. Supplier | 000

L5k x5 947

¥ EL # Suppliers £50K - C100% 1z | uss

. 2019 180.5 1.875 3.7 2.0% [ 54 ] 29% €100k - €214k p s

- BB 1742 L_ﬂ'.,'“‘.-l- 3.3 1.9% 7 1 "‘—--ﬁi_EEE_EU Threshold) 1 177
Mavement 6.3 .59 0.4 0.1% 17 1.0% Total _-"""--a@ 3678

Although the value and number of suppliers have increased, Internal Audit ("4} notes that the average bevel of spend per supplier without a formal
procurement process has reduced by 24% from an average of €39k for 2008 v €68k for 2019,

Further to the sbove, for 0.5% (2018 — 0.9%) the tender status at the time of festing was unknown. This represonts €0.8 (2018 €1.6) million in value and 18
(2018 31} suppliers, Please see table below for further details,

- 09 1B0.5 1875 0.8 0.5% 18 1.0%
- 2018 174.2 1934 1.6 0.5% 1| 1.6%
Mowemienit 6.3 =54 -0, T8 &% g & | -fL6%

% notes that the reduction in both the monetary valee and the number of suppliers with an unknown tender status shows the continuous effort by the
Procurement Team to reduce the lavels of non compliance,

It b2 weeful to abso consider the consolidation of both exceptions highlighted above ['non tendered” and "tender status unknown'). On that bacis WA noted that
the aggregate value of the exception decreased, n total, by €0.4m, lustrating a higher level of valid competitive tendening in 20019 Howewver, further work is

niscessary 1o reduce the leel of non compliance.

Under the X016 Code of Practice for the Gowernance af State Bodv=, non-compliance must be montored and reported.




Conclusion and Report Rating

Conclusion

The 2016 Code of Practice for the Governance of State Bodies contains specific requirements regarding the monitoring of compliance with Public Procurement
rules and the reporting of same. In monitoring compliance with these rules, IA carried out a review of all payments made in excess of €28,000 during the period 1
January 2019 to 31 December 2019, on the|Jilj rayment systems. We verified whether a valid contracts database was in place, listing all payments/contracts
in 2019. IA also carried out testing on the database, verifying random samples as necessary.

As per the finding raised it was noted that a formal procurement process did not take place for 2.0% of all Jjilij payments to suppliers in 2019. The tender
status of a further 0.5% of the total population was deemed to be unknown at the time of testing.

IA is of the opinion that, as the average level of spend per supplier not tendered has reduced by 24%, combined with the reduction of both the values & number
of suppliers with a tender status unknown, that this is evidence of the work performed by the Procurement Team in 2019. That work has focused on addressing
exceptions in those suppliers with a higher spend, as a priority, and reflects good progress. Further work needs to continue focusing on the suppliers with a lower
spend (e.g. 39 suppliers highlighted as an exception across the two categories had a spend which is less than €50k in 2019).

In addition, IA notes that there are a number open audit actions ongoing — please refer to Appendix 1 for full details of audit recommendations.

v" Tender Process;

v ERP System;

v’ Organisational Restructure; and

v’ Oversight by Procurement department.

On the basis of the above findings, we assess the overall process as “Improvement Needed”.

Report Rating | IMPROVEMENT NEEDED

Auditor:_, Internal Audit Manager
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Appendix 1 — Audit Recommendations

This project will bring a number of benefits to the Payables modules including
better visibility of data, better functionality and more efficient workflows. The
new ERP system will assist in improving the monitoring controls and oversight of
the procurement and tendering functions.

(Group Financial

Recommendation Owner Due Date
1. Tender Process: Where required, a new/updated tender will be carried out. m(;i?d of
31 December 2020
2. Reporting of non compliant procurement spend: The non compliant tender
. (Head of
spend and unknown tender spend as noted in the report should be reported as
. . . Procurement) 31 May 2020
required and monitored accordingly.
3. Implementation of new ERP System(s): A major capital project to implement a
new ERP system is currently in progress. This will replace a number of legacy
Finan nd HR systems.
inance and HR systems —(Headof
Procurement) and
Controller! Q4 2020
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Appendix 1 - Audit Recommendations Continued

Recommendation Owner Due Date

4. Organisational Restructure (One RTE): The reorganisation of RTE, with the
implementation of the ‘One RTE’ structure, has created new consolidated
divisions and co-located teams.

Oversight of key supplier relationships is now being consolidated, resulting in IO ector General) Ongoing

better centralised managerial responsibility. This is in place, but the process is

ongoing. As teams continue to come together, especially in output areas, a better
organisational view of expenditure should emerge, addressing the traditional
fragmented nature of buying.

5. Oversight by Procurement department: Managers in the Procurement
Department now oversee procurement activity by expenditure category.

The project to identify and manage the Top 10 suppliers of products/services to [ ] (Head of
each Division and to the RTE group is ongoing. A named individual is identified as Procurement) Ongoing
responsible for managing the supplier relationship and for all tendering and
related matters. This initiative will help identify issues, especially with large
legacy suppliers. Procurement will engage with the nominated individuals, with
quarterly meetings taking place.
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Introduction and Background

Introduction

It is a basic principle of good internal control and public procurement policy
that competitive tendering procedures should be followed, unless there are
justifiably exceptional circumstances for adopting a different approach. As a
public body, RTE is obliged to comply with public procurement guidelines.
This provides for formal tendering at national and EU level, depending on the
threshold levels of spend and other circumstances of the purchase.

In addition, a competitive process carried out in an open, objective and
transparent manner can achieve best value for money in public procurement.
Compliance with National and EU procurement guidelines also assist in
ensuring that procurement activity is undertaken honestly and fairly, while
upholding high standards of integrity.

Background

National and EU Tendering Procedures

The Office of Government Procurement issued the most recent version of
Public Procurement Guidelines for Goods and Services, issued in January 2019.
This document sets out steps to be followed in conducting an appropriate
competitive process under EU and national rules. The EU threshold values are
updated every two years and the thresholds from 1 January 2022 to 31
December 2023 are applicable for this review.

Code of Practice for the Governance of State Bodies
The 2016 Code of Practice for the Governance of State Bodies (“the Code”)
contains specific requirements regarding the monitoring of compliance with
Public Procurement rules and the reporting of same.

Section 8.16 of the Code states the following, under Procedures for
Procurement:

“The Board should satisfy itself that procurement policies and procedures
have been developed and published to all staff.”

Section 8.16 of the Code also states that the Board:

“should also ensure that procedures are in place to detect non-
compliance with procurement procedures. Entities should have a
contracts database/listing for all contracts/payments in excess of
€25,000 with monitoring systems in place to flag non-competitive
procurement. Non-competitive procurement should be reported in the
Chairperson’s comprehensive report to the Minister. ”

RTE currently has three key payment systems to pay individuals and
companies supplying goods / services to RTE: Accounts Payable_

_ Fees and Payroll -).

» Accounts Payable is used to pay suppliers of goods,
professional services, corporate services etc. All purchases, irrespective of
value, are firstly approved by the relevant costpool manager. The level of
additional approval, up to Director-General and Board level, varies
depending on the contract value (Delegated Authority Limits).

A formal process exists via the Purchase Order (“PO”) System on

to check if a competitive tender process has taken place for orders
>€10,000. In addition, Procurement carry out follow-up monitoring checks
to assess compliance.

The new ERP system, I . Vet live on 23 March 2023.

> Fees is used to pay non-employees providing “personal
services”, including any company whose primary function is to provide the
personal services of a named individual. In addition, casual employees and
employees on very short fixed term contracts are paid via

Fees. Payments are approved by two approvers — generally a costpool
manager and a second relevant approver (primarily a member of finance).

> Payroll is used to pay for the services of all other RTE employees and is
not used to make payments to suppliers or third parties.

Page 3
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Risk, Objective and Scope

The key corporate risks (Q3 ‘22 update) addressed by the report are as
follows:

Risk # 6 — Brand and Reputation (FOI requests etc);
Risk # 8 — Management of Finances and Business Planning; and
Risk # 10 — Legislation / Regulation & Compliance.

Objective

The objectives of this audit are as follows:

= Determine if there is a valid contracts database in place listing all
payments/contracts in excess of €28,000 (€25,000 threshold + non
recoverable VAT (“NRV”));

= Verify the accuracy of entries into the database, with reference to
source documentation and contracts;

= Understand the procurement monitoring systems in place; and

= Investigate and report on instances of non-compliance with
procurement procedures, if any.

The scope of our review covered all payments made in excess of €28,000
during the period 1 January 2022 to 31 December 2022, across the-
system.

The audit involved testing the contracts database as follows:

A U N N N N NN

Agreeing the total spend per the database to the accounting system;
Selecting a sample of suppliers and checking the accuracy of spend listed
on the database to that recorded on the accounting system;

Reviewing the database and spot-checking mathematical accuracy
(percentages, totals, formulas, etc.);

Checking the database for unusual items;

Reviewing the list of exemptions/out of scope items for reasonableness
(exempt from complying with procurement procedures);

Filter the report by the various categories and perform a reasonableness
check on the categorisation of the suppliers; and

Testing a sample of items listed as “tendered” in the database to confirm
that a tender process occurred for each and that it was the correct tender
process (including alternative tendering procedures).

The scope of our audit did not include:

NN %X

Contributors paid via_ Fees — separate processes — see page
5;

Payments to employees;

Payments made via Purchase Cards; and

A review of payments/contract values below €28,000 in value.
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Overview and Context of Findings

RTE engages Contractors via a variety of contract types, as follows:

e Sole Trader;

* Limited Company;

e Actor;

e Writer;

* Special Guest; and

* On The Spot Contributor.

As outlined on page 4, _ Fees is out of scope of our testing of the Procurement Register. In many cases these engagements involve editorial decision
making, which is subject to the audio-visual media services exemption in procurement rules.

Secondly, in other cases, the engagement of Contractors was subject to the Eversheds review and the implementation of follow on actions was undertaken.
Further follow-on work is still in progress. New processes and policy have been implemented for the engagement of Contractors in RTE, in the context of the
examination of freelance/contractor contractual engagements, undertaken by Eversheds Sutherland. Training and briefings for Line Managers has also took
place.

While procedures are in place in respect of payments via- there is less formal monitoring and reporting of tendering in respect of Contractors engaged

via S fees-

Data Analysis
Payments were made to 1,839 suppliers on - from 1 January 2022 to 31 December 2022. The total value of payments made was €182 million and this is

the scope for our audit testing.

Categories Out of Scope:
Of the €182 million in payments, €79.3 million (43.5%) was excluded from testing as it fell into an out-of-scope category or another process. The graph overleaf
provides a more detailed break-down of these items.
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Findings

Findings — Overview

1: Categories Qul of Stope / Separabe Process (43, 5%) £: Procurs it Aagistar 2022 {by catsgneg}

LE%

o Sipearit] Builivs Thraihid

« Tender Process

* D 0 Gt by Syl i Lk
Frorem

* gt Tory et ol By ERd 22

As illustrated in the above charts, 43.5% (€79.3 million) of expenditure is out of scope or has a separate process in place. For example, sports rights for a sporting

event are held by a single rights holder and are procured via a bidding process organised by the rights holder. Suppliers assigned to these categories have been
examined to verify accuracy. The reason for their exemption from a formal tender process was investigated and deemed reasonable.

Of the remaining 56.5% (€102.8 million), a tender process occurred for 49.2% (€89.5 million) and 5.8% (€10.5 million) fell below the threshold which required a
more formal process under Public Procurement Rules.

This leaves 1.5% (€2.7 million) of total spend not subject to a tender process by the end of 31 December 2022, analysed further overleaf.
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Findings (Cont’d)

Review of Compliance

The audit identified an absence of a formal procurement process at the time of testing for 1.5% (2021: 1.4%) of expenditure via B " 2022. This
represents €2.7 (2021: €2.2) million in expenditure and 11 (2021: 31) suppliers.

The level of exception increased from prior year but there was a reduction of 20 in the number of supplier exceptions. Please see table below for further
details on the exceptions.

Expenditure Suppliers €'000
Absence of Formal Procurement Process Audit Population pand
<€50k 0 0
Payment System €m # Suppliers
€50k - €100k 3 198
- 2022 182.1 1,839
€100k - €214k 7 2,253
-2021 160.2 1,686
[===t>£214k (EU 1 292
Movement 21.9 153.0 0.5 0.1% -20 -1.2% :reksm
Total "@ 2,743

As shown in the table above, the level of non-compliance has remained broadly consistent with the 2021 results, based on a small rise in value of €0.5m or
0.1% of expenditure, but a decrease in the number of suppliers of 20 or 1.2%.

Mitigating Factor:

Of the €2.7m where no tender had taken place, 62% (€1.7m) went through a formal tender process in late 2022 but the contract was only awarded in early
2023, and therefore not taken into account in 2022 results. In addition, the number of non-compliant suppliers has fallen, illustrating a higher level of valid
competitive tendering in 2022 and the continuous effort by the Procurement Team to reduce the levels of non compliance over recent years. However,
further work is necessary to reduce the level of non compliance.

Under the 2016 Code of Practice for the Governance of State Bodies, non-compliance must be monitored and reported at each year-end.

Page 7
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Conclusion and Rating

Conclusion

The 2016 Code of Practice for the Governance of State Bodies contains specific requirements regarding the monitoring of compliance with Public Procurement
rules and the reporting of same. In monitoring compliance with these rules, Internal Audit carried out a review of all payments made in excess of €28,000 during
the period 1 January 2022 to 31 December 2022, on the I rayment systems. We verified whether a valid contracts database was in place, listing all
payments/contracts in 2022. IA also carried out testing on the database, verifying random samples as necessary.

Our finding highlights that a formal procurement process did not take place for 1.5% of payments to suppliers in 2022.
While exceptions exist, the position has remained relatively stable from prior year and reflects the continuous action by the Procurement Team to reduce the

levels of non compliance over recent years. The action is illustrated by a reduction of 20 in the number of suppliers where a formal procurement process did not

take place. In value terms, there was a slight deterioration of €0.5m but, as explained above, this was primarily due to a high-value contract tender not being
awarded until early 2023.

In addition, IA notes that a number of open audit actions are ongoing — please refer to Appendix 1 for full details of audit recommendations.

v" Tender Process;
v Monitoring and reporting; and
v’ Oversight by Procurement department.

On the basis of the above findings, we assess the overall process as “Improvement Needed”.

IMPROVEMENT NEEDED

Page 8 ETE



Appendix 1 — Audit Actions

1 Tender Process: Where required for the exceptions identified in the report, a new / = ——_7] 31 December 2023
updated tender will be carried out. y: - —
Public procurement will continue to be carried out in line with the RTE Procurement -

Policy.

2 Monitoring / Reporting of non compliant procurement spend: The non compliant [e—— 30 April 2023 &
tender spend noted in the report should be reported to the relevant division and ongoing
monitored accordingly. Comment:

A new "Non-Compliant Spend"
form was rolled out in Jan
2023. If spend is >€25k and non
compliant it will be flagged at
requisition stage. A Non-
Compliant form must then be
completed and signed off by
the CFO and Executive person
from the relevant area.

On a weekly basis spend >10k
goes to the Procurement team
meeting for review.

3 Oversight by Procurement Department: Managers in the Procurement Department I ——— Ongoing
now oversee procurement activity by expenditure category.

The project to identify and manage the Top 10 suppliers of products/services to each
Division and to the RTE group is ongoing. A named individual is identified as responsible
for managing the supplier relationship and for all tendering and related matters. This
initiative will help identify issues, especially with large legacy suppliers. Procurement will
engage with the nominated individuals, with quarterly meetings taking place.

Page 9 RTE
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Internal Memorandum

To: Members of the Audit and Risk Committes
CC: Paula Mullooly, RTE Group Secretary

From: Peadar Faherty, Head of Intemal Audit
Date: 19 March 2021
Re: Review of Effectiveness of Internal Control: Introduction and Agenda

1. Background

Onan annual basis the Audit and Risk Committes is required to review, on behalf of the Board, the
effectiveness of the internal control system. The review process commences at the 24 March 2021
Audit and Risk Committee meeting, facilitated by the documents attached, and will continue at the

Committee meeting scheduled to take place on 14 April 2021, At that point, the members of the
Committee will make a recommendation to the Board.

The purpose of this memorandum i to provide background context to the Committes’s review of the
effectiveness of internal control and to cutline the agenda to be covered at this meeting.
2. Internal Control

Internal control is a process, Implemented by an organization’s board, management and other
personnel, designed to provide reasonable assurance regarding the achievement of
business objectives and the management of risk. Internal control encompasses a broad range of
processes and activities throughout the organisation ncluding polces and procedures, approvals,
authorisation limits, reconciliations and supporting financial management information systems.

The roles and duties of various parties in the internal control system are illustrated inthis model:

The Three Lines of Defense Model

Loverming Body / Board S Aedit Commites

Senlor Managemeant

T

15t Line of Detense

T

1




The Board is responsible for ensuring that effective systems of internal control are implemented.
3.  Why review the effectiveness of Internal Control?
Code of Practice for the Governance of State Bodies

A review of the effectiveness of the system of internal control is a requirement of the 2016 Code of
Practice for the Governance of State Bodies (“the Code of Practice”). Published by the Department of
Public Expenditure and Reform, compliance with the Code of Practice is mandatory for RTE and each
of its subsidiaries. Section 7.5 of the Code of Practice outlines that:

“The Board should undertake an annual review of the effectiveness of internal control
systems to ensure that it has considered all aspects of risk management and internal control”

Furthermore, the Code’s ‘Business and Financial Reporting Requirements’, a supporting document to
the main code, outlines that:

“The Chairperson’s report to the relevant Minister regarding the system of internal control

should be included in the annual report of the State body.”
The annual report of each State Body must include a statement on “internal control” (using a
prescribed format). The statement will be contained in the Internal Control and Risk Management
Section of the Corporate Governance Report in the draft Annual Report for the year-ended 31
December 2020.

The external auditors are required review this statement. RTE also reports on compliance with the
Code of Practice in its annual report.

In addition to the above, the Chairperson’s annual report to the Minister for Tourism, Culture, Arts,
Gaeltacht, Sport and Media must also include a statement on the system of internal control.

Companies Act 2014

Section 225 of the Companies Act 2014 introduced a requirement for directors of an in-scope Irish
company to include an annual Compliance Statement in the directors’ report accompanying the
company's financial statements. Section 225 was applicable to two RTE subsidiaries for the financial
year ended 31 December 2018, based on size criteria.

In the Compliance Statement the directors must (i) acknowledge their responsibility for securing the
Company’s compliance with its “relevant obligations”, as defined in the Act; and (ii) confirm, on a
“comply or explain” basis, that certain assurance measures have been undertaken.

The relevant obligations cover Irish Tax law and various other Companies Act requirements such as
the maintenance of proper books and records. In the majority of cases, the applicable controls are
managed centrally through the RTE Group structure. Therefore, for the purpose of providing
assurance to the directors of RTE Transmission Network DAC and RTE Commercial Enterprises DAC,
Internal Audit’s assurance activity in the area of Directors’ compliance statements is carried out in the
context of its broader work in the area of internal control.



Financial Transactions of Certain Companies and Other Bodies Act, 1992

The exercise of powers to enter into certain treasury contracts (as specified in the Financial
Transactions of Certain Companies and Other Bodies Act, 1992) is subject to requirements specified
by the Minister for Finance. These are documented in a formal Requirements and Conditions
document issued to the organisation.

On 14 December 2020, the Department of Finance issued RTE with a new document. The updated
requirements include that the Board shall certify annually that treasury procedures are in place and
that RTE has acted fully in accordance with the Minister for Finance’s Requirements and Conditions.
The certification process is undertaken in the context of the broader review of internal control.

What should this review involve?

Guidance has been published to assist Audit Committees to discharge their duties in this area.

The Financial Reporting Council’s September 2014 publication “Guidance on Risk Management,
Internal Control and Related Financial and Business Reporting” outlines the procedures which should
be performed during a review of the effectiveness of a system of internal control. While applicable to
listed companies, this document is the key reference point for all Boards.

This guidance has been taken into account in determining the nature and scope of the work
undertaken as part of reviewing the system of internal control in RTE.

Section 7.5 of the Code of Practice also references the Financial Reporting Council’s guidance in this
area.

Documents to facilitate the Committee’s review

The result of the Internal Audit programme of work during the year and the quarterly risk
management updates are important considerations of the Audit and Risk Committee as part of its
broader review of the effectiveness of the internal control system in RTE.

In addition, the Committee’s oversight of financial reports during the year — budgeting, monthly
accounts, periodic financial forecasts, etc. is also relevant to its considerations. These items are
highlighted as key steps in the annual review of the effectiveness of internal control as per section 7.5
of the Code of Practice.

However, in addition to the above, a number of standalone documents are presented to the members
of the Committee — over the course of two meetings — to assist the Committee as it reviews the
effectiveness of the system of internal control as part of the year end reporting cycle.

Please refer to the table overleaf for further details of the documents and the scheduling of
presentations over the two Committee meetings.

At the end of the meeting on 14 April 2021 the members of the Committee will be required to pass a
resolution that they have reviewed the effectiveness of the internal control system in RTE, on behalf
of the Board, and recommend a statement to that effect in the Corporate Governance section of the
Annual Report.



Documents Presented to the ARC to Faclitate a Review of the EHectiveness of the Syrlam of Internal Control
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1.2

INTERNAL CONTROL IN 2rn

BACKGROUND

As a wholly-owned subsidiary, the financial results of 2rn are consolidated as part of the financial results of the RTE Group. Therefore, RTE retains a
responsibility for ensuring that all subsidiaries are adequately managed and controlled and retains the legal authority to hold a subsidiary to account
for their activities. The RTE Audit and Risk Committee is responsible for approving the financial statements of the RTE Group (including consolidated
2rn) and, in that context, the RTE Board is also responsible for reviewing the system of internal control for the entire group.

The directors of the Board of 2rn also have their own legal and fiduciary responsibilities under statute (Acts/EU Regulations) and common law, and
need to be satisfied that appropriate governance arrangements are in place to meet their legal responsibilities.

Up to 2013, 2rn had been managed as an Integrated Business Division, in a manner similar to other RTE divisions, and it fell within the scope of the
wider review of financial control in RTE. However, the relocation of 2rn from the Donnybrook campus to premises in Dublin 24, in addition to the
migration of responsibility for key 2rn financial processes from the RTE Group’s Central Shared Services functions to management locally, means that
the 2rn financial processes are no longer managed centrally, other than some exceptions.

DOCUMENTS FOR REVIEW

In order to assist the Board to carry out its review of financial control in 2rn, this section of the report contains a number of documents in respect of
2rn:

e Internal Audit Report: Financial Control in 2rn (report overleaf).

RTE Internal Audit
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RTE, Inte rnal AUdit Full Report included separately in list of

reports - not repeated here

Review of 2rn Internal Financial Control

12 March 2021

Circulation:

Director-General

Members of the Audit and Risk Committee
Executive

2rn:

, Chairman RTE Transmission Network DAC (trading as 2rn)
, Executive Director 2rn

_, Financial Controller 2rn
RTE:

_, Group Financial Controller

The contents of this document are confidential andicommercially sensitive which should not be shared
internally or externally without prior consent from Internal Audit
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Questionnaire
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LE INTERMAL FINANCIAL CONTROL
1.1 BAIRGROUND

internal Financiad Cantrod
fach Division and, where applicable, central functions/shared services completed a self-assesament of the internal fnancial controls m the following
aread.

A | Purchating snd Accounts Payable Raizing and processing of Purchase Orders (PO3); recespting. processing of supplier invoses,
complignce with Furchasing Procedunes dnd Duidehngs including tenderng and the ude oF
purchase cards; amendments to masterliles; and payment procedures.

B | Sales ad Accounts Receivable Reviewing procedures for set-up of new custamers and credit status; mvoiting custormeny;
cash collection protedures #nd account management; credt notes: segregation of duties;
ard reconciliations,

C | Cash and Traasury Maintenasnce of bank sccounts; recording of cath transactions; payments o suppliets and
other parties: reconciliations. segregation of duties and authorisation sign-off.

D | Irwentory Recording of inventories, stock movement; provisions against carrying value; and
suthorization of write-affs.

E | Fimdd Assels Recording a3ty valuation, additions and disposals; capital expenditure projécts; sign-off
and approval.

F | People Payments Payroll payments; personal expenses; recording of annual leave; reconciliation to General

Ledger; segregation of dutees; and filing of returns,

G | Management AccountsfFmencial Close Freparation; review and clearance; financial close; inlercompany sccounts; manual journals
and suspense accounts.

H | Tax Compliance Preparation and submission of VAT, PAYE/PRSI; Professional Services Withholding Tax: DWT
and CT.

ATT iowram’ A
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REPORTING REQUIREMENTS
Section 1.8 of the 2016 Code of Practice for the Governance of State Bodies (“the Code”) states that:

“The Board has responsibility for ensuring that effective systems of internal control are instituted and implemented. The Board is required to
confirm annually to the relevant Minister that the State body has an appropriate system of internal and financial control in place.”

As a result, we carry out specific work in the area of Internal Financial Control.
CONTROL EFFECTIVENESS

Management completed an assessment of the effectiveness of each financial control (47 questions) using a scale of 1-4, where 4 is the highest rating.
This follows a similar approach to previous years.

Overleaf we have set-out, by Division, details of the effectiveness ratings assigned to the individual financial control questions in each of the process
areas. As summarised overleaf, the output of this exercise highlights that a robust financial control environment exists in RTE, with strong control
effectiveness ratings across the financial processes. In general, the ratings are broadly consistent with those reported last year with some areas
showing marginally lower rating due to process changes.

Please refer to the Appendix 1 at the back of this report for the financial control questionnaire in full, detailing the scores assigned to each of the 47
questions.

RTE Internal Audit
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INTERNAL AINANCIAL CONTROL SELF-ASSESSMINT QUESTIONNAIRE
Year Ending 31 December 2020

Summary of EFectivensss Rating:

Section Procews Area Flnance Conitant Orparat o Mirws & Commercial ALM Technaolagy Ayernge
Shared CA
Services

Procuremenl snd Accounts Paysble Diwlsions implement Growp Progyrsment Proceduames

Saley and Accountt Receivabie gt ol Nia Mfa s N/a
Inprentary oo Nla aB% Inmgterigd
Carh and Trepury”™ Nia
Finwd Assels 28%
Fpople Fayments

Mynagamenl AccountsFingnsial Close %

Tauation Administration & Complance® Taxation function in Group Finance

* ot
Tanathoer: dlsg compiedf 25 paill of SnsE weink oo (e Deveclor s Ciomsiadsd e 518 il

Tieamy sthdinnal aamht work underiaken (o chack coniphand ¢ waih (e Tept. of Tongiae’s Acqueeaserd s sl ©ondalions doduane nt §ie: Fomaresml Fromsay st of Cecfdin
Cimapawars G CHivey Bowfies AcE, 199.7)
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INTERNAL AUDIT PROCEDURES
Our procedures in this area included:

= Reviewing the reasonableness of the ratings assigned to the financial control questions, based on the documented controls in place;

= Discussions, where necessary, with relevant personnel regarding:
= The operation of a sample of controls;
= The reasonableness of a sample of ratings, based on the controls represented as being in operation; and
= The reasonableness of a sample of ratings, having regard for recent audit results and our understanding of the area.

= Testing the operation of a sample of controls which management has taken into account in arriving at the effectiveness rating and review of
documentation/supporting evidence.

RESULT

The effectiveness ratings assigned to the financial control processes within scope are reasonable and, for the sample tested to date, consistent with
the underlying controls in place and our findings during planned audit assignments in the past year.

Testing is at advanced stage at the date of this report, with a small number of areas to finalise. A further update will be provided on completion of
testing, although we do not envisage any issues arising.

Please refer to Appendix 1 for the consolidated internal financial control questionnaire which provides details of process effectiveness ratings.

RTE Internal Audit
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2.1

TECHNICAL UPDATES / RECENT DEVELOPMENTS

OPERATIONAL SEPARATION OF ‘BiG FOUR’ AuDIT PRACTICES

Overview
As previously reported, the Financial Reporting Council (FRC) published principles for operational separation of the audit practices of the ‘Big 4’ firms in July 2020
and asked the firms to submit their implementation plans by 23 October 2020.

The objectives of operational separation are to ensure that audit practices are focused on delivery of high-quality audits in the public interest, and do not rely on
persistent cross subsidy from the rest of the firm.

Update
The Firms’ plans have now been reviewed and discussed with the firms individually and the regulator has signalled it is now content for the firms to move to the next
stage of implementation. The firms’ progress will continue to be closely monitored against the milestones in their plans.

Some of the firms have reorganised their operations, for example Deloitte selling its restructuring business, which saw key partners and staff move to a new owner.
The FRC has made some changes to the principles following analysis of the firms’ implementation plans:

= to confirm that the audit practice should not receive fees for introducing business to other parts of the firm and that partners in the audit practice should not be
incentivised for sales passed to other parts of the firm.

= toincrease the minimum proportion of revenue within the ring-fence that must be derived from audit.

= to clarify that services provided to non-audited entities should be commissioned by those charged with governance at the entity or be assurance services for
third party recipients.

Key Objectives
The FRC's key outcomes and objectives from this project are as follows:

» audit practice governance prioritises audit quality and protects auditors from influences from the rest of the firm that could divert their focus away from audit
quality;

= the total amount of profits distributed to the partners in the audit practice does not persistently exceed the contribution to profits of the audit practice;

= the culture of the audit practice prioritises high-quality audit by encouraging ethical behaviour, openness, teamwork, challenge and professional
scepticism/judgment; and

= auditors act in the public interest and work for the benefit of shareholders of audited entities and wider society.

RTE Internal Audit
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2.2

REPORTING AGAINST THE UK CORPORATE GOVERNANCE CODE

The Financial Reporting Council recently issued advice for companies on how to report transparently and effectively when departing
from certain provisions of the UK Corporate Governance Code (‘the Code’).

The Code applies to Irish-incorporated companies listed on the Main Securities Market of Euronext Dublin, as well as Irish
companies with a premium listing on the London Stock Exchange. Other organisations choose to comply on a voluntary basis.

Background

The Code sets high standards for Corporate Governance. It recognises that companies have differing circumstances and so offers
flexibility through its ‘comply or explain’ approach to reporting. The FRC encourages companies to embrace the flexibility offered
by the Code so that investors and wider stakeholders benefit from reporting that clearly demonstrates a commitment to good
governance, and clearly sets out a company’s circumstances.

In November 2020, the FRC published a review of Corporate Governance Reporting. It found that ‘tick-box compliance’ continues to be preferred over high-quality
reporting of good governance practice. A random sample of 100 companies, found that too many companies strive to declare strict compliance with the Code. The
report found that such a formulaic approach leads to boilerplate language, and ineffective reporting that lacks substance and information about governance
outcomes.

Recommendation
The FRC recommends that companies:

= Embrace the flexibility offered by the Code and develop bespoke governance processes and practices which raise standards.
= Make it easy for readers to find out which Provisions of the Code they have departed from in their annual report.
*=  Ensure that they provide full, clear and meaningful explanations for any such departures.

Focus Areas
There were some departures from Provisions of the Code for which the FRC’s report noted a particular lack of transparency:

»= Provision 5 — stakeholders’ interests and workforce engagement
»  Provision 19 — chair tenure

RTE Internal Audit

29



REPORT TO THE AUDIT AND RISK COMMITTEE 24 MARCH 2021 MEETING

*=  Provision 38 — executive pensions aligned with the workforce
*  Provision 36 — post-employment shareholding
*  Provisions 40