Independent auditor’s report
To the Department for Digital, Culture, Media and Sport on Channel Four
Television Corporation

Report on the awdit of the financial statements

1. Owpinion
In cour agirion:
—  the financial mits of Ch | Four Television Corporation [the *Corporation’) and its subsidianes (the “Group’) give a
true and Eair view of the state of the Group®s and of the Conporation”s affairs as at 31 becember 2019 and of the Group's defict
far the year then ended;

- the Group financial statemants hawe been properly prepared in scoordance with international Financial Reporting Stardsrd=
{IFREx] as sdopted by the Euvropean Union;

- the Corporation fimancial statements have been property prepaned in accordance with Unibed Kingdom Generally saccepted
accounting Fractice, including Financial Reporting Standard 101 *Reduced Disclosure Framework’; and

-  the financial statements have been prepared in accordance with the requirement s of the Companies Act 2006 jas if it were
toapply to the Corporation) and, as regards the Groep financial statements, Article 4 of the 1AS Regulation as if that sct and
article applied to the Corporation.

Wz have awdited the financial statements which comprise:

- the consolidated incomse statement;

- the consolidated statemsent of comprehensive income;

-  the consolidated and Corporation statements of changes in equity;

-  the consolidated and Corporation balance sheets;

- the consolidated cash flow statement;

= the related nobes 110 22,

The financial reporting framewark that bas been applied in the preparation of the Group financial statements is applicable law
and IFRSs as adopted by the Furopean Union. The financial reporting framewaork that kas been applied in the preparation of the
Comporation financial statements is applicable law and United Kingdom Accounting Standards, including FRS 101 *Reduced Disclosure
Framewark” {United Kingdom Generally Sccepted Accounting Practice).

2 Bursis for opimion

wie conducted ow awdit in accordance with Inernational Standards on Auditing [UE] (545 [UK)) and applicable las. Cur
resporsibiities under those standards are further described in the auditor’s responsibilities for the audit of the financial statements
section of our report.

Wiz are independent of the Group and the Corporation in acoordan o with the ethical requirements that are relevant to oer audit
of the financial statements in the UE, including the Financial kReporting Cowncil's (the “FRC's") Ethical Standard as applied to public
interest entities, and we have fulfilled our other ethical responsibilities in accordancs with these reguirements. The non-awdit
services provided to the Group for the year are disclosed in note 2 to the financial statements. We confinm that the non-audit
services prohibited by the FRIC's Ethical Standand were not provided to the Group or the Corporation.

e believe that the awdit evidence we hawe obtained is sulficient and appropriate to provide a basis for our opinion.

wWhile the Corporation is not a public imterest entity subject to Furopesn Regulation 5372004, the members have decided that
the Corporation showld follow the same reguirements as if that Regulation applied to the Corporation.

2. Summaory of owr oudit opproach

Ky oot mebbers The key audit matters that we identified in the current year were:
- Recognition of non-cash resenwee; and
-  GOing CORCErT.
within this report, key audit matters are identified as follows:

Hewly identified

@ increased level of risk
(&) similar level of risk
@ Decreased kevel of risk

Mmberiolity The materiality that we used for the Group financial statements was £5.6 million which was determined on the
basis of revenua.

Sooping we audited the Grovp as a single component, covering 100% of net assets, reverwe and profit bedone tax

Sigpnificoart In 2018 we identified a key audit matter in relation to the accounting for the acguisition of The Box Ples

chmngpes in Networks Limited. Since that transaction took place in 208, we have not dentified a similar key audit matber

our approoch for 2019, We have idertified an additional key awdit matter in 2009 related to going concem owing to the level of

management judgement snd increased audit efaort. There are no other significant changes in aur approach.
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4. Conclusions reioting to going concem, principol risks ond wobility stotement

4.1. Going conCem

‘W have reviewed the members” statement on page 150 to the financial statements abowt whethber
they considered it appropriate to adopt the going conoern basis of accownting in preparing them and
their identification of any material wncertainties to the Group™s and Corporation’s ability to continue:
1o dio 5o over a period of at least twelve months from the date of approval of the financial statement s.
W considered as part of our risk assessment the natene of the Group, its business model and
mnelated risks including where relevant the impact of Brexit, the requirements of the applicable
financial reporting framework and the system of intemal control. We evaluated the members”
assessment of the Group™s ability 1o contirue as a going concem, including challenging

the underlying data and key asspmptions used to make the t, and lisated

the members” plans for futvre actions in relation to their going concemn assessment.

W are required to state whether we have anything material to add or dras

attention 1o in relation 1o that statement which the membears have made as if the

Corporation was required to apply Listing Rube 3.8.68(3) and report if the statement

is materially incorsistent with cur nowledge obtained in the awdit.

4.2 Principal risks and viability statement

Eased solely on reading the membeers’ statements and considering whether they were consistent

with the knowledge we obtained in the cowrse of the awdit, including the knowledge obtained in the

evalsation of the members’ assessment of the Group’s and the Corporation’s ability to continee as a

ECANg corcern, we are required to state whether we have anything material to add or draw attention

1o in relation to:

- the disclosres on pages 139 to 143 that describe the principal nisks, procedsres to idertihy
emerging risks, and an explanation of bow these are being managed or mitigabed;

- the members” confirmation on page 145 that they have carnied ot amobust assessment of the
principal and emerging risks facing the Growp, including those that would threaten its buesiness
maodel, future perlormance, sohency or Bguidity: or

- the members" explaration on page 145 as to how they have assessed the prospects of the Group,
awer what period they have dorne so and why they consider that period to be appropriate, and
their statement as to whether they have areasonable expectation that the Growup will be able to
continue in operation and meet its Eabilities as they fall dee over the period of their assessment,
including any related disclosures drawing attention to any necessary qualifications ar
assumptions.

W are also required to report whether the members” statement relating to the prospects of the

Growp which they have chosen to make as if the Conporation was requined to by Listing Rule 3_B.6R{3)

is masterially incorsistent with cur nowledge obtained in the asdit.

J.  Keyouditmatters

Going concem is the basis of
preparation of the financial
statements that assumes
an entity will remain in
operation for a period of

at least 12 months from

the date of approval of
the fimancial statements.

wWe confirm that we have
nothing material to report,
add or draw attention to in
respect of these matters.

Wisbility means the ability of
the Growp to continee ower
the time honizon considered
appropriate by the members.

we cordirm that we have
nathing material to report,
add or draw attention to in
respect of these matters.

Key audit matters are those matters that, in ouwr professional judgement, were of most significance in our awdit of the financial

d risks of mat

statements of the current period and include the most significant

it pavhether or not due 1o

frawd) that we identified. These matters included those which had the greatest effect on: the overall awsdit strategy, the allocation

of resources in the audit; and directing the eliorts of the engagement team.

These matters were addressed in the context of owr awdit of the financial statements as a whole, and in forming cur opinion thereon,

and we do not provide a separate opinion on these matbers.
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{continued)

5.1. Recognition of non-cash revenwe @-

Key modit motter
description

@

The Members are required wnder 1AS 1 Presentation of Financial Statements to makes an assessment of the
Group’s and the Conporation’s ability to contiroe a= a going concem for a period of at least 12 months from the
date of spproval of the financial statements_ in making this . manag: rit prepaned forecasts snd
soenario planning aver the going concern period which modelled available Bguidity snd covenant calcslations.
As a result of the Covid-19 pandemic and the subsequent esconomsic impact, there was significant judgement
imenhved in prepaning the forecasts and finarcial models for future periods vsed in the going concern assesoment.
Owirg ta the increased level of sudit effort invalved, we identified a key avdit matter in relation to the
appropriateness of the going concem basis of accounting. Further details of the Directors” assessment,
including the sensiiwities applied, are included within the Strategic Report on page 144, in the Group Accounting
Folicies on page 1E5, and in note 2 to the financial statements.

How the scope
of our audit
responded it
ke oudit matter

‘W ohtsined an understarding of relevart controls relating 1o the Group's forecasting process and the
preparation of maragement’s going concern maodaels.

‘Wwe ohtsined managemant’s updated financis| models vsed to support their going concern asswemptions and

tested thair numerical acouracy. We obtained and assesced evidence used to suppart the assumptiors used
by maragement and considered whether reasonable dowrside scenarios wene considened and whether any

potential mitigations wenz reasonable, realistic and within management’s control.

‘we obtained and read analtyst reports, industry data and other extemal information, comparing these with
management s estimates to determine if they provided corroborative or contradictory evidencoe in relation
o management s asswmptions.

‘we obtained and reviewed the revolving oredit facility documents to understand the nature of any financial
coverants br determine the impact on the going concem assessment and we abtained evidence of the draw
down. We considened the amount of liquidity and covenant headroom available in management’s forecasts
and we assessed the historical accuracy of forecasts prepared by management.

Koy obsorvations

W are satisfied that management’s adoption of the going concern basis of accownting is appropriate.

5.2 Going concem

Ky oudit motter Az aresult of the Covid-19 pandemic and the subsequent economic impact, there was significant ppdgemsent

description involved in preparning the forecasts for future pericds vsed in the going concern assessment.

Owing to the level of management judgemant and estimation, we identified a key avdit matter in relation to the
approgriateness of the going concem basis of accounting.

How the scope We ohtained management’s updated financial models wsed to support their going concern asswsmptions and

of our audlit tested their dlerical acouracy. we obtained and assessed evidence used to support the assumptions used

responded ot by maragement ard corsidered whether downside scenanos were considered and whether any potential

key oudit matter mitigations were reasocnable and realistic.
As stated in nate 22, in March 2020 the Growp drew down fully on their revcleing credit facility, prowiding
£75 million of additional liguidity. We obtained the revalving credit fazility documents to urderstanid the nature
of any financial covenants to determine the impact on the going concern assessment and we obtained evidence
of the draw down. We considered the amount of beadroom available in management’s forecasts and we
assessed the historical acowracy of forecasts prepared by management.

Key pbservations  As detailed in section 4.1 we have nothing material to report or draw attention toin relation to the going concern

assumption.
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0. Owropplicotion of motenimlity

8.1, Materiality

‘whe define materility as the magnitude of misstatement in the financial statement s that makes it probabde that the ecoromic
decisions of a reasonably knowledgeable person would be changed or infleenced. We vse materiality both in planning the scope
of owr audit work and in evaluating the results of cwur wark.

Based on our professional ppdgement, we determined materiality for the financial statements as a whole as follows:

aroup and Corporation-only fnancial stalemants

Materialty £3.8 mallion [2018: £3.8 mallion)

Basis for determining materiality  We determined materiality using a benchmark of 1.0% of revenue (20182 1.0% of revenuoe).
Rationale for the ‘We consider the vse of a benchmark of reverwe, rather than profit, to be appropriate since the
benchmark applied Corporstion’s aim is to reireest surpluses into original content and digital inmowstion, and we

corsider reveniue ta be the key metric of interest to the users of the financial statemeants.

0_2. Performance materinlity

W sat performance materiality at a kevel lower than materiafity to reduce the probability that. in aggregate, vncorrected and
wundetected misstatements exceed the materiality for the financial statements as awhole. Group performance materility was set at
T of Growp materiality for the 2015 audit (2008: 703%). In determining performance materiality, we considered the following factors:
-  Dwrrisk assessment, including the quality of the contral envircnment; ard

- D past expenence of the sudit, which has indicated a low romber of comected and unoosrected misstatements in prior periods.
0.2, Error reporting threshold

‘Whe agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £480, 000 (2018:
£480.000), as well as dilerences below that threshold that, in cur view, warranted reporting on qualitative grownds. We also report
1o the Audit Committee on disclosure matters that we identified when assessing the overall presertation of the: financial statements.

7 Anowverview of the scope of our owdit

71 Identification and scoping of components

O avdit was scoped by obtaining an understanding of the: Group ard its ervironment, incleding intemal control, and assessang
the risks of materis| misstatement. Audit waork to respond to risks of material misstatemants was parformed directly by the audn
engagement team.

The Group maintains a single aggregated set of acomenting records for all of its operations ard we therefore audited the entire Groep
as a single component, covening 100% of net assets, revenue and deficit before tax. For the awdit of the Corporation, marsgemsent
deconsalidated the Group finsncisl information in arder for us to idertity the relevant Conparatior-anly balsnoes ard trarssctions.
7.2 Dur consideration of the control emvircnment

In assessing the controd environment of the Group, we obiained an vrderstanding of the relevant IT controls associated with the
Group's key accounting and reporting system. On [T systems related to the processing of transactional advertisang resense arsd
programme ireentory, we hawe idertified certain control deficiencies and accordingly took a substantive approach toour sudit
testing.

‘W also gained an vnderstanding of the relevant controls associsted with certain business processes, being transactioral advertising
revenue, non-cash based . Prog L ary, payroll, trade payables and trade receivables. This was to assess whether
we oould sdopt a controls reliance spproach which would impsct the extent of substantive testing that was required.

‘whe plarmed and took & controds reliance approach in relation to non-cash based revenue. Far this process we tested the relevant
controls based on a sample of contral instances, determined by the frequency of the control’'s operation. ‘We did not plan to take =
controls reliance approach in the other besines=s processes. For transactional revenee ard programmee inventory we wawld have
planned to take s controls reliance approach if we had beesn able to rely cn the IT systems involved in their processing. We axpect 1o
adopt a controls reliance approach for the 2021 awdit.
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8. Otherinformotion

The memisers are responsible for the other information. The other information comprises the ‘W have nothing to report
irdoirmestion included in the annual repart, aother than the firsncis] statements and cur suditor’s iin respect of these matters.
repart therean.

Caur apinicn on the financial statements does not cover the other information and, except 1o
the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclesion thaereon,

In connection with our awsdit of the financisl statements, cur responsibility is to read the other
irdormestion and, in doing so, consader whether the other informeation is materslly inconsisternt
with the financisl statements or our bnowledge obtained in the sudit or otherwise appears to be
materially misstated.

i we identify such material inconsistencies or apparent material misstatements, we are requined

to determine whether there isa material misstatement in the financial statemeants or a matesial

misstatement of the other indormation. If, based on the work we have performed, we conclude that

there is a material misstatement of this other information, we are reguired to report that fact.

in this conbext, matters that we are specifically required to report to youw as sncorrected material

misstatements of the other indormation include where we conclude that:

- Fair, balanced and vnd dable - the stat mit giwen by the members that they consider
the annual report and financial statements taken as a whaole is fair, balanced and vnderstandable
and provides the information necessary for shareholders to assess the Group's position and
parformance, business model and strategy, is materially inconsistert with our knowledge
abtaired in the audit; or

= Audit Committes reporting - the section describing the work of the audit Committes does not
appropriately address matters communicated by vs to the Audit Committes; or

- Hembers” statement of compliance with the UK Corporate Governance Code - the parts of
the memibeers’ statement which they hawe chosen to make as if the Corporation was reguired
tounder the Listing Bules relating 1o the Corporation’s compliance with the UE Corparate
Gavernance Code containing provisions specified for review by the avditor in acoordanos with
Listing Rule 3.8.1084Z) do not properly disclose a departure from a relevant provision of the UE
Corporabe Goverrance Code.

3. =cponsibilities of memb

Az explained mone helly in the members” responsibilities statement, the members ane responsible for the preparation of the firancial
statements ard for being satisfied that they ghee a tree ard fair view, and for soch interral control as the members determineg s
rzcessary to enable the preparation of firandial statements that are free from material misstatement, whether dee to freud or emor.

In preparing the financial statements, the members are responsible for assessing the Group’s and the Conporation’s abadlity to
continue as & going concern, disclosing as applicable, matters related to going concern and vsing the going concenn basks of
accourting uriless the members efther intend to liquidate the Group or the Corporation or to cease operations, or have no realistic
alternative but to do so.

0. Auditor's responsibilities for the owdit of the finonciol stotements

Caur objectives are to obtain reasonable asswmnce about whether the financial statements as a whaole ane free from material
missiatement, whether due 1o frawsd oresror, and to issue an auditor's report that includes our opinion. Reasonable assurance is

a high level of assurance, but is not a guarantes that an audit conducted in acoordance with ES &s (UK will abways detect a matesial
missiate ment when it exdsts. Misstatements can arise from fravd orerror and are considered materdal i, individually orin the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.
Dwetails of the extent to which the avdit was considered capabde of detecting irregularities, including fraud and nor-compliance with
|avwrs amd regulstions are set out below.

& harther description of cwr responsibilities for the awdit of the financial statements is located on the FRIC s website at:

wwnw frcorg uksauditcrsresponsibilities. This description forms part of our suditor’s report.
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1. Extent towhich the owdit was considered copable of d ing i dorities, including fi |
whe idertity and assecs the risks of materisl misstatement of the financial statements, whether due to fraud ar error, and then design
and perform audit procedunes responsive o those nsks, incleding obtaining awdit evidence that is suficent and appropriate to
provide a basis for owr opinion.
T Identifying and ing po ial risks rel | to irregularities
In iderditying and as=escing risks of material misstatement in respect of irregularities, induding fravd ard ron-compliance with laws
and regulations, we considened the following:
= the rature of the industry and sector, controd environment and business performance including the design of the Groop’s
remureration policies, key drivers for members’ remuneration, bonus levels and pericrmance targets;
= resuls of our enguiries of manag t, busi ca and the Avdit Committee abowt their own identification and
assessment of the risks of irregularities;
-  any matters we identified having obtained ard reviewed the Group”s documentation of their policies and procedwes relating toc
- identifying, evalating and complying with lasrs and regulations and whether they were aware of any instances of
reoni-compliance;
= detecting and responding to the risks of fravd and whether they have knowledge of any actual, suspected or alleged frawd;
— the internal controls established to mitigate risis of fraud or nor-compliance with lass and regulations;
= the matters discussed among the asdit engagemant team ard irvolving relevant internal specialists regarding how and where
frawd might occurin the financial statements and any potential indicators of frasd.

As a result of these procedures, we considered the opportunities and incentives that may exist within the organisation for frawd and
identified the greatest potential for frawd in the recognition of non-cash based revenve. In common with all awdits snder 1ISAs (LK),
wz are also required to perform specific procedures to respond to the risk of management overnide.

‘W also obtained an wnderstanding of the legal and regulatory framewosk that the Group operates in, focusing on provisions of those
laws and regulatiors that bad a direct effect on the determination of material amownts and disclosures in the financial statements.
The key laws and regulations we considered in this context included the Broadoasting Act 1350, the Communications Act 2003, the
UK Companies Act and Listing mules [as iff they were to apply 1o the Group), pensiors legislation and taxlegislation.

In additicn, we corsidered provisions of other laws and regulations that do rot hawe a direct effect on the financial statements but
compliznce with which may be fundamental to the Corporation’s ability to operate or to awocid a material penalty. The key laws and
regulations we considered in this context incleded compliance with the Ofcom Broadcasting Code, Ofcom on-demard rules, and
Adwertising Standards Agency guidelines.

1.2 Audit response to risks identified

As aresult of performing the above, we identified the recognition of non-cash revenue as a key audit matter related to the potential
risk of fraud. The key awdit matters section of owr repeort explains the matter in more detail and also describes the specific procedures
we parformed in resporse to that key audit matter.

in additicn to the abkowe, cur procedures to respond to risks identified included the following:

= reviewing the financisl statement disclosures and testing to supporting doc tation to compliance with provisions
ofrelevant laws ard regulstions described as having a direct effect on the financial statemants;

= enguiring of management, the Awdit Committes and ir-howse legal counsel concerning actual and potential litigation and claims;

- paricrming analytical procedures to identify any wnuseal or unexpected relationships that may indicate risks of material
misstatement due o fraud;

- readingminutes of meetings of those charged with governance, reviewing Busi A rce reports and reviewing
comespondencs with HHMRC and summanes of correspond encs with D'ﬁ:nm'

—  in addressing the risk of fraed throsgh management owerride of controls, testing the appropriateness of journal entries and other
adjustments; assessing whether the jpdgements made in making accounting estimates are indicative of a potential bias; and
evaluating the business rationale of sny significant transactiors that are unuzsual or ootside the rormal covrse of business.

‘W also communicated relevant idertified laws and regulstions and potential fravd risks to all engagement team members incleding
interral specialists, ard remained alert bo any indicatiors of fravd or non-compliance with lvss and regulations throughout the awdit.

Reporton other legal and regulatory requirements
12 Opinions on otfrer matters prescribed by the Componies Act 20040
Im owr opanion the part of the membsers’ remuneration report to be audited has been properly prepared in accordance with the
Companies &ct 2006, as if that Act were to apply to the Corporation.
In owr opanion, based on the work undertaken in the cowrse of the awsdit:
- theinformation giwen in the strategic report and the members’ report for the financial year for which the financial statements
are prepared is consisbent with the financisl statements; and
= the strategic report and the members’ repart have been prepared in acoordance with applicable legsl requirements.
Iri thee light af the knowledge ard understanding of the Group and the Corporation and their environment obtained in the course
of the audit, we have not identified sny material misstatemeants in the strategic report or the membars” report.
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13. Mothers on wirich we ore reqguired to report by exception
13.1. Adequacy of explanations received and acocounting records
Under the terms of cur engagement we are required to report to yow if, in cur opinion: ‘We hawe nothing to report
-  we have not received all the information and explanations we require for owr awdit; or in respect of these matters.
- adeguate accounting records hawe not been kept by the Conporation, or retums adequate

fior cur audit have naot been received from branches not visited by ws; or
-  the Corposation financial statements are not in agreemsent with the acoourting records

and returns.

2.2 Members” remuneration

Under the terms of are engagement we are also required to report if in our opinion certain discloswres . We have nothing to report in
of members’ remuneration hawe not been made or the part of the members” remeneration report to respect of thess mathers.
be awvdited i not in agreement with the accourting records and retwms.

4. Othermatiers

141 Auditor tenure

‘We wene appointed with the approval of the Secretary of State for Digital. Culture, Media and Sport on 10 Avgust 2077 to sudit the
financial statements for the year ending 21 December 2017 ard subsequent financial periods. The pericd of total uninterrspted
engagement including previous renewals ard reappaointments of the firm is three years, covering the years ending 21 December 2077
to 31 Decembser 2013,

4.2 Consistency of the awsdit report with the additional repart to the Audit Committes

Cur audit apinion is consistent with the additioral report to the Audit Committee we are reguired to provide in acoordance with
FEAs UKL

3. Use of owr report

This report is made solely to the Department for Digital, Cwlture, Media and Sport, in acoordance with the Broadcasting Act 1990
and the terms of our engagement. Cur audit waork has been sndertaken so that we miaght state to the Department for Digital, Culture,
Hedia and Sport those matters we are requined 10 state to them inan avditor' s report and for no other penpose. To the fullest extent
permitted by law, we do not accept or assume resporsibility 1o anyore other than the Corporaton and the Department for Digital,
Cultore, Media and Sport, for our audit wark, for this repaort, or for the opiniors we hawve formed.

Kate J Houvldsworth FCA (Senior shmbutory ouditor)
Farond an behalfof Deloitte LLP

Statutory Auditor

Londarn, UK

28 September 2000



