Directors’ report

CORPORATE GOVERNANCE
PRINCIPAL RISKS A ND U NC ERTAI NTI ES
Principal risks and uncertainties are disclosed in
note 3.˙ to the consolidated financial statements for
the risks linked to financial instruments, and in the
section entitled ‘Corporate Governance’ on the
RTLGroup.com website for the external and
market risks.
C O RPO RATE G OVER NANC E S TATEM ENT
The RTL Group Board of Directors is committed to
high standards of corporate governance. RTL Group
has applied the principles of good governance for
years, even before the Ten Principles of Corporate
Governance were implemented by the Luxembourg
Stock Exchange – principles that RTL Group is in line
with and submitted to.

More information on this topic can be found in
the Investors section on RTLGroup.com, which
contains RTL Group’s corporate governance charter,
and regularly updated information, such as the latest
version of the company’s governance documents
(articles of incorporation, statutory accounts, minutes
of shareholders’ meetings), and information on the
composition and mission of the RTL Group Board and
its committees. The Investors section also contains
the financial calendar and other information that may
be of interest to shareholders.

SH A R E HOL D ERS
RTL Group’s current share capital is set at
€ 191,845,074, divided into 154,742,806 fully paid up
shares with no par value.

Annual General Meeting of Shareholders is held within
six months following the end of the financial year at the
place and on the date set by the Board of Directors.

As at 31 December 2019, Bertelsmann held 75.4 per
cent of RTL Group shares, and 23.8 per cent were
publicly traded. The remaining 0.8 per cent were held
collectively as treasury stock by RTL Group and one of
its subsidiaries (see note 8. 16 2.˙ to the consolidated
financial statements).

Resolutions will be adopted by the simple majority of
valid votes, excluding abstentions. Any resolution
amending the Articles of Incorporation will be adopted
by a majority of two thirds of the votes of all the shares
present or represented.

General Meetings of Shareholders will be held at the
registered office or any other place in Luxembourg
indicated in the convening notice. A General Meeting
of Shareholders must be convened on the request of
one or more shareholders who together represent at
least one tenth of the company’s capital, and the

The Annual General Meeting will examine the reports
of the Board of Directors and the auditor and, if
thought fit, will approve the annual accounts. The
meeting will also determine the allocation of profit, and
decide on the discharge of the directors and the
auditor from any duties.
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BOARD AN D MAN AGEMEN T
BOARD OF DI REC TORS
The Board of Directors has the most extensive powers
to take, in the interest of the company, all acts of
administration and of disposal, that are not reserved
by law or the Article of Incorporation to the General
Meeting of Shareholders.
On 31 December 2019 the Board of RTL Group had
12 members: two executive directors and ten nonexecutive directors. The Annual General Meeting
(AGM) on 26 April 2019 ratified the appointment of
Immanuel Hermreck co-opted with effect from
1 January 2019 in replacement of Rolf Hellermann.

The other executive and non-executive directors reelected at the AGM of 2018 were appointed for three
years. Rolf Hellermann resigned with effect from 31
December 2018. Biographical details of the directors
are set out on pages 22 to 26.
Among the non-executive directors, Jean-Louis
Schiltz, James Singh, Martin Taylor, and Lauren
Zalaznick are independent of management and other
outside interests that might interfere with their
independent judgement.

RT L GROUP’S BOARD OF D IRECTORS
FRO M 1 APRIL 2019 TO 31 D ECEMBER 2019
THOMAS RABE UNTIL 01.04.19
MARTIN TAYLOR 39 AS FROM 01.04.19
CHAIRMAN OF THE BOARD OF DIRECTORS
MARTIN TAYLOR39 UNTIL 01.04.19
JAMES SINGH AS FROM 01.04.19
VICE-CHAIRMAN OF THE BOARD OF DIRECTORS
EXECUTIVE DIRECTORS

BERT HABETS
UNTIL 01.04.19
THOMAS RABE
AS FROM 01.04.19
CEO RTL GROUP

ELMAR HEGGEN
UNTIL 27.08.19
CFO AND DEPUTY CEO
RTL GROUP
AS FROM 27.08.19
COO AND DEPUTY CEO
RTL GROUP

NON-EXECUTIVE DIRECTORS

GUILLAUME DE POSCH

THOMAS GÖTZ

IMMANUEL HERMRECK38

BERND HIRSCH

BERND KUNDRUN

JEAN-LOUIS SCHILTZ39

ROLF SCHMIDT-HOLTZ

JAMES SINGH

LAUREN ZALAZNICK 39
Martin Taylor was appointed under the criteria of
independence of the London Stock Exchange, before
RTL Group adopted the Ten Principles of the
Luxembourg Stock Exchange. Jean-Louis Schiltz,
James Singh, and Lauren Zalaznick are independent
directors, and all meet the current criteria of
independence of the Ten Principles of the Luxembourg
Stock Exchange.
The Board of Directors has to review, with expert help
if requested, that any transaction between RTL Group
or any of its subsidiaries on the one hand, and any of
the shareholders or any of their respective subsidiaries
on the other hand, is on arm’s-length terms.
38 Immanuel Hermreck
was co-opted on
12 December 2018, with
effect on 1 January 2019
39 Independent Director
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The responsibility for day-to-day management of the
company is delegated to the Chief Executive Officer
(CEO). The Board of Directors has a number of
responsibilities, which include approving the Group’s
annual budget, overseeing significant acquisitions and
disposals, and managing the Group’s financial
statements. The Board of Directors met eight times
physically or by telephone conference in 2019 – with
an average attendance rate of 97 per cent – and
adopted some decisions by circular resolution. An
evaluation process of the Board of Directors’ activities,
and the activities of its committees, was carried out in
early 2018.

Directors’ report

Participation
in meetings

Attendance
%

Thomas Rabe (Chairman until 1 April 2019)

8/8

100

Martin Taylor (Chairman since 1 April 2019)

8/8

100

Individual attendance of the members of the RTL Group Board of Directors in 2019

Guillaume de Posch

8/8

100

Bert Habets

2/2

100

Elmar Heggen

7/8

87

Thomas Götz

8/8

100

Immanuel Hermreck

8/8

100

Bernd Hirsch

8/8

100

Bernd Kundrun

7/8

87
100

Jean-Louis Schiltz

8/8

Rolf Schmidt-Holtz

7/8

87

James Singh

8/8

100

Lauren Zalaznick

8/8

100

The Executive Committee updates the Board on the
Group’s activities and financial situation. At each
meeting, representatives of the Executive Committee
brief the Board on ongoing matters, and on possible
upcoming investment or divestment decisions.
In 2019, a total of € 1.4 million (2018: € 1.2 million) was
allocated in the form of attendance fees to the nonexecutive members of the Board of Directors and the
committees that emanate from it (see note 10. 4.˙ to
the consolidated financial statements in the RTL Group
Annual Report 2019).
Neither options nor loans have been granted to Directors.
Appropriate measures were taken by the company to
ensure compliance with the provisions of the European
market abuse regulation, and with the Circulars of the
Commission de Surveillance du Secteur Financier
(CSSF) concerning the application of this legislation.
TH E FO LL OWING BOARD C OM M I TTEES ARE
ESTA BL I SHED:
N OMINATIO N AND COM P ENS ATI ON C OM M I TTEE
The Nomination and Compensation Committee
consults with the CEOs and gives a prior consent on
the appointment and removal of executive directors
and senior management, makes a proposal to the
General Meeting of Shareholders on the appointment
and removal of the non-executive directors, and
establishes the Group’s compensation policy.
The Nomination and Compensation Committee
comprises four non-executive directors (three until
1 April 2019), one of whom is an independent director
(who also chairs the meetings), and meets at least
twice a year. The committee’s plenary meetings are
attended by the CEO, the COO/Deputy CEO and the
Executive Vice President Human Resources. The

Nomination and Compensation Committee may
involve other persons to help the committee fulfil its
tasks. The Chairman of the Nomination and
Compensation Committee reports on the discussions
held and conclusions made by the committee to
the subsequent Board of Directors meeting. The
Nomination and Compensation Committee met seven
times in 2019, physically or by telephone conference,
with an average attendance rate of 91.4 per cent.
Individual attendance
of the members of the Nomination
and Compensation Committee

Participation
in meetings

Attendance
%

Martin Taylor (Chairman)

6/7

86

Rolf Schmidt-Holtz

5/7

71

Thomas Rabe
(until 1 April 2019)

3/3

100

Thomas Götz
(since 1 April 2019)

4/4

100

Immanuel Hermreck
(since 1 April 2019)

4/4

100

A U D IT C O M M IT T E E
The Audit Committee monitors the financial reporting
process, the statutory audit of the legal and
consolidated accounts, the independence of the
external auditors, the effectiveness of the Group’s
internal controls, the compliance programme, and the
Group’s risks. The Audit Committee reviews the
Group’s financial disclosures and submits a
recommendation to the Board of Directors regarding
the appointment of the Group’s external auditors.
The Head of Internal Audit and Compliance and the
external auditors have direct access to the Chairman of
the Audit Committee, who is an independent director.
The Audit Committee is composed of at least
four non-executive directors – two of whom are
independent – and meets at least four times a year.
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The committee’s meetings are attended by the CEO,
the COO/Deputy CEO, the Chief Financial Officer
(CFO), the Head of Internal Audit and Compliance, the
external auditors and other senior Group finance
representatives. The Audit Committee may invite other
persons whose collaboration is deemed to be
advantageous in helping the committee fulfil its tasks.
The Audit Committee met five times in 2019 –
physically or by telephone conference – with an
average attendance rate of 96 per cent. The Chairman
of the Audit Committee reports on the discussions
held and conclusions taken by the Audit Committee to
the subsequent Board of Directors meeting.
Individual attendance of
the members of the Audit Committee

Participation
in meetings

Attendance
%

James Singh (Chairman)

5/5

100

Bernd Hirsch

5/5

100

Thomas Rabe
(until 1 April 2019)

1/1

100

Martin Taylor

4/5
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Jean-Louis Schiltz
(since 1 April 2019)

4/4

100

Thomas Götz
(since 1 April 2019)

4/4

100

The Committee assists the Board of Directors in
its responsibility with respect to overseeing the
Group’s financial reporting, risk management and
internal control, and standards of business conduct
and compliance.
C HI EF EX EC U TI V E OFFI C ER ( C E O )
Responsibility for the day-to-day management of the
company rests with the CEO, who – on a regular basis
and upon request of the Board – informs the Board of
Directors about the status and development of
the company.
The CEO is responsible for proposing the annual
budget, to be approved by the Board of Directors. He
is also responsible for determining the ordinary course
of the business.
EX EC U TI V E C OM M I TTEE
Until 27 August 2019, the Executive Committee
comprised the two executive directors, the CEO and
the CFO/Deputy CEO. Since 27 August 2019, the

Executive Committee has been comprised of the two
executive directors, the CEO and the COO/Deputy
CEO plus the CFO. The Executive Committee is
vested with internal management authority. More
information about the members of the Executive
Committee can be found on page 27.
In 2019, a total of € 7.5 million (2018: € 8.0 million) was
allocated in the form of salaries, non-cash benefits
and a post-employment benefit plan to the members
of the Executive Committee (see note 10. 3.˙ to the
consolidated financial statements).
E X T E R N A L A U D IT O R
In accordance with the Luxembourg law on commercial
companies, the company’s annual and consolidated
accounts are certified by an external auditor, appointed
at the Annual General Meeting of Shareholders.
On 26 April 2019, the shareholders appointed
PricewaterhouseCoopers, société coopérative (PwC)
for a year. PwC’s mandate will expire at the Annual
General Meeting on 22 April 2020.
D E A L IN G IN S H A R E S
The company’s shares are listed on the Frankfurt and
Luxembourg Stock Exchanges. The company’s shares
were delisted on Euronext Brussels on 13 May 2019.
Applicable Belgian, German and Luxembourg insider
dealing, and market manipulation laws prevent anyone
with material non-public information about a company
from dealing in its shares and from committing
market manipulations.
A detailed Dealing Code contains restrictions
on dealings by directors and certain employees
of
RTL
Group
and
its
subsidiaries,
or
associated companies.
R E S T R IC T IO N S A P P LY T O :
members
	
of the Board of Directors
■ all
	 employees of RTL Group SA, and directors and
employees of any subsidiary or affiliated company
of RTL Group who, because of their position or
activities, may have access to unpublished pricesensitive information.
■

COD E OF CON D UCT
Basic guidelines for conducting business at RTL Group
are governed by the Code of Conduct, which outlines
binding minimum standards for responsible behaviour
towards business partners and the public, and for
behaviour within the company. The Group has a training
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programme in place to ensure all employees are fully
aware of the code.
The Code of Conduct is available at
RTLGroup.com /codeofconduct.

Directors’ report

INTERNAL C O NT R O LS O VE R FIN AN CIAL REPORTIN G
Internal controls over financial reporting aim to provide
reasonable assurance on the reliability of external and
internal financial reporting, and its conformity with the
applicable laws and regulations. They help to ensure
that financial reporting presents a true and fair picture
of the Group’s net assets, financial position and
operational results. The Code of Conduct requires the
Group to manage record-keeping and financial
reporting with integrity and transparency.
STA NDA RDS A ND R U LES
The rules governing the Group’s financial reporting
environment and critical accounting policies are set
out in the Group’s Financial Accounting Manual (FAM).
The FAM, which is regularly updated, is circulated to
the members of the Group’s finance community and
published on RTL Group’s intranet. Standards of a
minimum control framework for key accounting
processes at the level of RTL Group’s fully consolidated
reporting units are formalised in a set of expected key
controls. RTL Group’s centralised treasury and
corporate finance activities are governed by dedicated
policies and procedures. Hedging of exposure in nonEuro currencies is governed by a strict policy. All internal
and external financial reporting processes are organised
through a centrally managed reporting calendar.
SYSTEMS AND R ELATED C ONTROLS
Locally used (ERP, treasury applications) finance
systems are largely centrally monitored through a
common system platform to ensure a consistent setup of system-embedded controls. Segregation of
duties, access rights and approval limits are regularly
reviewed by the local data owners for all reporting
units whose finance systems are centrally maintained.
Internal and external financial reporting is transmitted
through a centrally managed integrated finance
system – from budgeting and trend year analysis,
monthly internal management reporting, forecasting of
financial and operational KPIs, to consolidation and
external financial reporting, and finally risk management
reporting (see the section ‘Risk Management’ on the
next page).
Specific system-embedded controls support the
consolidation process, including the reconciliation of
intercompany transactions. IT General Controls
(ITGCs) are regularly assessed by external experts
or Internal Audit. Control objectives are defined
for all the RTL Group central applications and
interfaces (the Referenced Applications) and their
related IT infrastructure. The description of the control

environment and the effectiveness of these controls
are subject to an annual SOC1 ISAE3402 third-party
assurance report. The Group’s consolidation scope is
constantly updated, both at the level of financial
interests captured in the consolidation system, and at
the level of legal information through a dedicated legal
scope system.
A N A LYT IC S A N D R E P O RT IN G
All internal and external local and consolidated
financial reporting is systematically reviewed by local
finance staff or by finance teams within the Corporate
Centre. Typical analyses include comparisons with
previous years, budget and forecast, financial and
operational KPIs, flows of key captions on the income
statement, statement of the financial position, changes
in equity, and cash flow statement.
Regular communication between RTL Group’s
operations and the Corporate Centre’s finance
department ensures any issue that could affect the
Group’s financial reporting is immediately flagged and
resolved. Full-year and half-year reporting to the
financial market is reviewed by the Audit Committee
and approved by the Board of Directors. Q1 and Q3
quarterly statements are approved by the Audit
Committee upon delegation by the Board of Directors.
T R A N S PA R E N C Y
RTL Group’s policy on the reporting of significant
compliance incidents requires business units to
immediately report fraud or other significant compliance
incidents to the Group. Identified control weaknesses
that could affect the reliability of financial reporting –
reported by either external or Internal Audit – are
brought to the attention of management and the Audit
Committee, and are part of a follow-up process.
Each year, the business units self-assess the maturity
level of their local internal controls over financial
reporting. Results of this self-assessment are reviewed
by Internal Audit and reported to the Audit Committee.
At each meeting the Audit Committee is updated on
the key accounting, tax and legal issues within
the Group.
The Corporate Centre constantly promotes the
importance of sound internal controls – not only
over financial reporting, but also for operational
processes – through dedicated workshops with
RTL Group’s business units, and the work of the
Audit & Compliance department.
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RISK MAN AGEMEN T
Type of risk

Description and areas of impact

Mitigation activities

Local and European regulations are subject to change. Some
changes could alter businesses and revenue streams (for
example, a ban on certain types of advertisements, opening of
markets, deregulation of markets, cancellation of restrictions,
limitation of advertising minutes, data protection).

RTL Group aims to anticipate any changes in legislation
and to act accordingly by developing and exploiting new
revenue sources.
To ensure compliance with the EU General Data Protection
Regulation 2016/679, for example, RTL Group was an initiator
of the European netID Foundation, which provides the log-in
standard netID.

A decrease in audience and/or market share may have
a negative impact on RTL Group’s revenue.

New talents and formats are developed or acquired.
Performance of existing shows is under constant review with
the aim of improving audience share performance and hence
future revenue. Moreover, RTL Group remains constantly
proactive in monitoring international market trends.

Wrong strategic decisions could lead to a potential loss of
revenue. Also, wrong strategic investment decisions or high
purchase prices could lead to an impairment of goodwill.

Prudent investment policies are followed, underpinned by
realistic and conservative business plans approval levels are
followed to ensure the relevant degree of management signoff, with solid valuation models, and regular strategic planning
sessions. A regular review of strategic options is undertaken.

Economic developments directly affect advertising markets
and therefore RTL Group’s revenue.

RTL Group tries to diversify the revenue base through new
products and services that generate non-advertising revenue.

Digitisation has significantly transformed the TV market,
bringing new ways of reaching viewers – such as short-form
video content made for consumption on mobile devices and
over-the-top streaming services – and reducing the barriers
to enter the TV market. Higher competition for audience
attention and programme acquisitions, accelerated audience
fragmentation due to streaming services and thematic
channels, and expansion of platform operators may affect
RTL Group’s position.

RTL Group’s strategy is to embrace new digital opportunities
by ensuring its channels and stations are platform neutral
(that is, available on the widest possible choice) and the Group
develops strong families of channels and streaming services
for the digital age, based on the Group’s leading brands. With
alliances and partnerships RTL Group’s aim is to counteract
the dominance of the emerging streaming platforms from
the US. RTL AdConnect and the Ad Alliances in Germany and
the Netherlands.

Bad debts or loss of customers may negatively impact
RTL Group’s profits.

Credit analysis of all new advertisers is systematically
undertaken to prevent such a risk. Depending on the
customer’s credit-worthiness, insurance may be used. This
risk is also mitigated by broadening the advertiser base.

The supply of certain types of content is limited and may
lead to a rise in costs. Over-reliance on one supplier may also
cause costs to rise in the long term.

The Group aims wherever possible to diversify its sources of
supply. RTL Group benchmarks purchasing terms and
conditions to identify best practices with the aim of reducing
costs by, for example, joint purchasing. RTL Group selects
high quality and solid suppliers for key services or equipment,
to reduce the risk of bankruptcy of business partners.

There is a risk of over-accumulation of stock that would be
unused or could become obsolete. This may lead to write-offs
or impairments.

RTL Group has strict commercial policies, very close follow-up
of existing inventories, and strict criteria for approval of
investment proposals for rights.

There is potential price erosion, either at broadcaster level,
or at production level, or in the digital environment where
competition could reduce margin levels.

RTL Group has strict commercial policies, very close follow-up
of existing inventories, and strict criteria for approval of
investment proposals for rights.

The operating margin and programme costs are impacted by
foreign exchange volatility, especially if there is a strong
increase of the USD against the EUR (e.g. feature films, sports
and distribution rights, scripted programmes).

RTL Group has in place a strict policy regarding foreign
exchange management, which is monitored and followed up
by Group Treasury, using hedging instruments and applying
hedge accounting principles to mitigate volatility on the
income statement.

External and market risk
Legal

Audience and market share

Strategic direction

Cyclical development
of economy

Market risks
New entrants and
market fragmentation

Risks in key business
Customers

Suppliers

Inventories

Pricing/discounting

Financial risks
Foreign exchange exposure
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By their nature, media businesses are exposed to risk.
Television and radio channels can lose audiences as
new competitive threats emerge, with consequent
loss of revenue. Broadcasters and producers are
exposed to legal risks, such as litigation by aggrieved
individuals or organisations, and advertising
businesses are more exposed than most to economic
cycles. RTL Group’s international presence exposes it
to further risks, such as adverse currency movements.
RTL Group defines its risk management as a
continuous process at Business Unit and Group level
to prevent, protect, mitigate and leverage risks when
executing of RTL Group’s mission and strategic
objectives. RTL Group’s risk management system has
been designed to align fully with international risk
management standards (such as the COSO
framework) and Bertelsmann SE & Co KGaA’s risk
management practices.
RTL Group’s robust risk management processes are
designed to ensure that risks are identified, monitored
and controlled, and its risk management system is
based on a specific policy and a clear set of
procedures. Policies and procedures are reviewed on
a regular basis by the Internal Audit Department and/
or external consulting companies. Risk management
and risk reporting are coordinated by the Head of
Enterprise Risk Management (ERM), and reporting is
reviewed by Internal Audit.
RTL Group’s risk management process intends to
meet the following three main objectives:
■ Embedded
culture: promote and embed a
common risk management culture in the daily work
of all RTL Group’s employees;
■ Consistent policy: develop consistent risk policies
on key matters, to be tailored and implemented at
Business Unit level with consideration of local
challenges and environment;

■

Harmonised response: ensure harmonised risk
management prevention, detection and mitigation
measures across RTL Group and its Business Units
against key risks, as well as a continuous related
monitoring and improvement programme.

The risk management organisation is the combination
of structures and relationships (see the diagram on
page 84) which enables a proper risk governance
environment. RTL Group’s Risk management
governance model has a strong vertical component
from the Board of Directors and Executive Committee
to the Audit and Risk Management Committees, to the
executive responsible (CEO, CFO and Head of ERM),
down to all levels of the dedicated risk management
functions, including Group local entities. This backbone
is enabled by related control functions carried out by
the Legal and Regulatory, Compliance, Strategy,
Controlling and Investments, Communications and
Marketing, Treasury, Insurance, Group Financial
Reporting, Tax, IT, Human Resources, Sales and
Commercial and Investor Relations departments.
Independent monitoring is also carried out by Internal
Audit and External Audit.
The Board of Directors is responsible for ensuring
RTL Group maintains a sound system of internal
controls, including financial, operational and
compliance risks.
The internal control system is designed to provide
reasonable assurance regarding the achievement of
objectives in the following categories:
■ Effectiveness and efficiency of operations, and the
optimal use of the Group’s resources
■ Integrity and reliability of financial and operational
information
■ Reliability of financial reporting
■ Proper identification, assessment, mitigation and
reporting of material risks
■ Compliance with applicable laws, regulations,
standards and contracts
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ENABLER

■

RESPONSIBLE

LEGAL &

BOARD OF DIRECTORS

REGULATORY

■

COMPLIANCE

■

STRATEGY

■

CONTROLLING &

CHIEF
EXECUTIVE OFFICER

AUDIT COMMITTEE

CHIEF
FINANCIAL OFFICER

INVESTMENTS

■

INDEPENDENT MONITORING

	
COMMUNICATIONS &
MARKETING

■

TREASURY

■

INSURANCE

■

FINANCIAL

RISK MANAGEMENT COMMITTEE

HEAD OF ENTERPRISE
RISK MANAGEMENT

REPORTING

INTERNAL
AUDIT

■

TAX

■

IT

■

 UMAN
H
RESOURCES

■

EXTERNAL
AUDIT

RISK MANAGEMENT TEAM

SALES &

COMMERCIAL
■

INVESTOR
	
RELATIONS

LOCAL RISK
COORDINATOR

LOCAL RISK
COORDINATOR

The Risk Management Committee is composed of the
following permanent members:
■ RTL Group Chief Financial Officer
■ RTL Group Deputy CFO and Executive Vice
President Finance
■ RTL Group Executive Vice President Internal Audit
and Compliance
■ RTL Group Senior Vice President Treasury and
Enterprise Risk Management
■ RTL Group Senior Vice President Controlling and
Investments
■ RTL Group General Counsel
■ RTL Group Senior Vice President Group IT
■ Media Assurances’ Chief Executive Officer
■ Additional guests may be invited to participate
in Risk Management Committee meetings as
subject matter experts, based on the topics to
be addressed.
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LOCAL RISK
COORDINATOR

D E F IN IT IO N O F R IS K
A risk is defined as a potential future development or
event that can negatively affect the achievement of the
Group’s strategic, operational, reporting-related and
compliance-related objectives.
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R ISK C LA SSIFICATION
(potential financial loss in three-year period)

Priority

Type of Risk

1

Changes in Market environment

2

Strategic risks

3

Audience and market share

Low
(<€ 50million)

Moderate
(<€ 100 million)

Significant
(<€ 250 million)

Considerable
(<€ 500 million)

Endangering
(>€ 500 million)

4 Cyclical development of economy
5

Legal

6

Risks without cash impact

7

Pricing/Discounting

8

Supplier risks

9

IT & infrastructure

10

Customer risks

RISK REPO RTI NG F RAM EWORK
RTL Group has developed a framework for reporting
risks, in line with good corporate practice.
This framework is based on several key principles:
■ Comprehensive
	
scope of risk assessment: risks are
assessed within a framework of defined key risk
categories. Regular risk assessments include a
description of the risk, an indication of the potential
financial impact, and steps taken to mitigate the
risk. These steps are performed throughout
RTL Group, consolidated by the Head of Enterprise
Risk Management, reviewed by the Internal Audit
Department, and ultimately summarised in a
dedicated risk management report. Results are
presented to the Audit Committee.
■ Regular
	
and consistent reporting: RTL Group’s
system of internal controls ensures that risks are
addressed, reported and mitigated when they arise.
All significant risks are comprehensively assessed
within the risk reporting framework and reported to
RTL Group management on a bi-annual basis. This
ensures that necessary actions are undertaken to
manage, mitigate or offset risks within the Group.
The risks are reported using a common reporting
tool to ensure consistency in scope and approach.
■ Bottom-up
	
approach: RTL Group assesses risks
where they arise in its operations. All business units
assess themselves according to the three parts of
the risk management report:
■ Risk
	
Management System: risk assessment and
quantification of residual risks if applicable
■ Internal
	
Control System: self-assessment on
internal controls in place
■ Information
	
Security Management System: risk
assessment and quantification of IT-related risks

■

■

Consolidated
	
Group matrix: The Enterprise Risk
(ERM)
Management
team
aggregates
a
comprehensive view of significant risks for the Group
by consolidating local risk assessments. A Risk
Management Committee prepares and reviews this
consolidated Group risk matrix. The committee also:
■ advises
	
on the control and reporting process for
any major risks, and recommends mitigation
strategies to the Group CFO
■ monitors
	
follow-up of risks and ensures mitigation
measures have been taken
■ increases
	
risk awareness within the Group
■ identifies
	
potential optimisation opportunities
in processes
Audit
	
approach: both the process of local risk
assessments and the consolidated Group risk
matrices are regularly reviewed by Internal Audit.

R IS K M A N A G E M E N T IN T H E F U T U R E
RTL Group’s risk management framework is constantly
challenged – at both operational and Group level –
through the Risk Management Committee, to ensure it
reflects the risk profile of the Group at any time.
To ensure RTL Group’s Enterprise Risk Management
process and reporting requirements are consistently
implemented throughout the Group, it holds regular
workshops to update staff and to introduce new tools
available to assess risk.
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GENERAL M ANAGEM ENT S TAT E M E N T
ON RI S K EVALU ATI ON
RTL Group is committed to high risk-management
standards and applies principles endorsed by local
and European regulations and expected by
market authorities. Consequently, RTL Group has
developed a risk management system integrated
into an enterprise-wide process as outlined in the
previous section.
RTL Group defines its risk management process as a
continuous process at Business Unit and Group level
to prevent, protect, mitigate and leverage risks
considering the execution of the Group’s mission,
strategic objectives and values. RTL Group’s risk
management strategy is a holistic and enterprise-wide
process, aligned to the definition and execution of
the Group’s strategy. RTL Group may have to make
strategic decisions involving a new set of risks or
reassessment of existing risks that need to be
addressed within the risk management framework.

As of the date of this report, management considers
the overall risk position of the Group to be moderate,
but slightly higher than in the previous year due to the
state of the global economy and the rapid changes in
the industry, in particular due to technology and
increasing competition with the global technology
platforms and streaming services. The Group
considers the risk associated with Brexit to be limited,
given its rather limited exposure, in terms of profitability,
in the United Kingdom.
There are currently no risks that, individually or in
combination with other risks, could have a material or
lasting adverse effect on the revenue, earnings,
financial position or performance of RTL Group over
the projection period of three years. This does not
reflect the Covid-19 (“Corona”) virus outbreak as it is
currently too early to quantify its impact on RTL Group.
However, RTL Group already sees first cancellations of
advertising bookings and impacts on productions.

OPPORTUN ITY MAN AGEMEN T
OP P ORTU NI TY M ANAGEM ENT S YS T E M
An efficient opportunity management system enables
RTL Group to secure its success in the long term, and
to exploit its potential in the best possible way.
Opportunities are defined as future developments or
events that could result in a positive change from
either the Group’s outlook or from strategic objectives.
RTL Group’s Risk Management System (RMS) is an
important part of the company’s business processes
and decisions. Significant opportunities are identified
from profit centre level upward, during the Group’s
annual strategy and planning process.
This largely decentralised system is coordinated by
central departments to identify opportunities, for
cooperation across the Group and within the business
units. Experience is shared within divisions, and this
collaborative approach is reinforced by regular senior
management meetings.
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O P P O RT U N IT IE S
The Group has strategic, financial and regulatory
opportunities. These could result from a better than
expected performance of the new streaming services
and advertising technology; from higher demand for
content; from a better than expected macro-economic
development, leading to higher advertising and
content market growth; from higher market shares
resulting from programme successes; and from
changes in the laws regulating the Group‘s businesses,
for example advertising.

Directors’ report

LU X E M BO U R G LAW ON TAKEOVER BID S

The following disclosures are made in accordance
with article 11 of the Luxembourg Law on Takeover
Bids of 19 May 2006.
A) SHA RE CA PI TA L S TR U C TU RE
RTL Group SA has issued one class of shares which is
admitted to trading on the Frankfurt Stock Exchange
and the Luxembourg Stock Exchange (and also on
Euronext Brussels until 13 May 2019). No other
securities have been issued. The issued share capital
as at 31 December 2019 amounts to € 191,845,074
represented by 154,742,806 shares with no par value,
each fully paid-up.
B) TR ANSF ER R ESTRI C TI ONS
At the date of this report, all RTL Group SA shares are
freely transferable but shall be subject to the provisions
of the applicable German and Luxembourg insider
dealing and market manipulation laws, which prevent
anyone who has material non-public information about
a company from dealing in its shares and from
committing market manipulations. A detailed Dealing
Code contains restrictions on dealings by directors and
certain employees of RTL Group SA and its subsidiaries.
C ) MAJ OR SHA REH OLDI NG
The shareholding structure of RTL Group SA as at
31 December 2019 is as follows: Bertelsmann Capital
Holding GmbH held 75.4 per cent, 23.8 per cent were
publicly traded and the remaining 0.8 per cent were
held collectively as treasury stock by RTL Group SA
and one of its subsidiaries.
D ) SPECI AL CONTROL RI GHTS
All the issued and outstanding shares of RTL Group
SA have equal voting rights and no special control
rights attached.
E) C ONTROL SYSTEM IN EMPLOYEE SHARE SCHEME
RTL Group SA’s Board of Directors is not aware of any
issue regarding section e) of article 11 of the
Luxembourg Law on Takeover Bids of 19 May 2006.
F) VOTI NG R I GH TS
Each share issued and outstanding in RTL Group SA
represents one vote. The Articles of Association do
not provide for any voting restrictions. In accordance
with the Articles of Association, a record date for the
admission to a general meeting is set and certificates
for the shareholdings and proxies shall be received by
RTL Group SA the 14th day before the relevant date at
24 hours (Luxembourg time). Additional provisions
may apply under Luxembourg law.

G) S
 HAREHOLDERS’ AGREEMENT
W IT H T R A N S F E R R E S T R IC T IO N S
RTL Group SA’s Board of Directors has no information
about any agreements between shareholders which
may result in restrictions on the transfer of securities or
voting rights.
H) A
 P P O IN T M E N T O F B OA R D M E M B E R S ,
A M E N D M E N T S O F T H E A RT IC L E S
O F A S S O C IAT IO N
The appointment and replacement of Board members
and the amendments of the Articles of Association are
governed by Luxembourg Law and the Articles of
Association. The Articles of Association are published
under the ‘Investors’ Corporate Governance Section
on RTLGroup.com.
I) P O W E R S O F T H E B OA R D O F D IR E C T O R S
The Board of Directors is vested with the broadest
powers to manage the business of RTL Group SA. It
may take all acts of administration and of disposal in
the interest of RTL Group SA. The Board of Directors
has set up several committees whose members are
Directors. The responsibilities and functionalities of the
Board of Directors and its committees are described in
the Articles of Association and the Corporate
Governance Charter, published under the ‘Investors’
Corporate Governance Section on RTLGroup.com.
The Company’s General Meeting held on 26 April
2019 renewed the authorisation granted at the
Company General Meeting of 16 April 2014 to the
Board of Directors, to acquire a total number of shares
of the company not exceeding 150,000 in addition to
the shares already held (i.e. 1,168,701 own shares) as
of the date of the General Meeting. This renewal of
authorisation is valid for five years and the purchase
price is fixed at a minimum of 90 per cent and a
maximum of 110 per cent of the average closing price
of the RTL Group share over the last five trading days
preceding the acquisition.
J) S
 IG N IF ICA N T A G R E E M E N T S
O R E S S E N T IA L B U S IN E S S C O N T R A C T S
The Board of Directors is not aware of any significant
agreements to which RTL Group SA is party and
which take effect, alter or terminate upon a change of
control of RTL Group SA following a takeover bid.
K) A
 G R E E M E N T S W IT H D IR E C T O R S
A N D E M P L OYE E S
The Executive Committee members are entitled to
contractual severance payments in the case of
dismissal, except in the case of dismissal for
serious reasons.
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