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

Report on the audit of the financial statements.
1. Opinion

In awr opinion:

- the financial statements of Charmel Four Television Conporation (the ‘Corporation’] and its subsidianies {the "Group ) giee a troe and
fair view of the state of the Group's and of the Corporations affairs as at 31 December 2020 and of the Group's suiplus for the year
them ended;

- the Group financial statements have been properly prepared in accordance with Intemational Financial Reporting Standards (IFRSs)
as adopted by the Furopean Union;

- the Corporation inancial statements have bean properly prepared in accondance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 101 Beduced Disclosure Framewaork”; and

- the financial statements have been prepared inaccordance with the requirements of the Companies Act 2006 (as if it were to apply
to the Corporation].

'We have audited the financial statements which compeise:

- the consolidated ncome statemeant;

- the conselidated statement of comprehensive income;

- the consolidated and Conporation statements of changes in equity;

- the consolidated and Corporation balance sheets;

- the consoidsted cash flow statemant;

- the Group ard Conporation accounting policies;

- the relsted notes 1to ¥ to the consolidated financal statements; and
- the related notes 1to 7o the Conporation financial statements.

The financial reporting framework that has been applied in the preparation of the Group financial statements is applicable law and IFRSs as

adopted by the Furcpean Union. The financial reporting framework that has been applied in the preparation of the Conporation financial
statements is applicabde law and United Kingdom &ccounting Standards, including FRS 100 Beduced Disdlosure Framesork” (United

Kingdom Generally Accepted Accounting Practice).

2. Basis for opinion
'We conducted our audit in acocordance with International Standards on Auditing {UK] {I54s (UK and applicable law. Cur responsibilites
under those standards are further described inthe auditors responsibilities for the audit of the finandal statements saction of our report.

'We are independent of the Group and the Conporation in accordance with the ethical requirements that are relevant to owr audit of the
financial statements in the UK, including the Financial Beporting Council's (the “FRC 5] Ethical Standard as appbed to public interest
entities, and we have fulfilled owr other ethical responsibilites in accordance with these requirements. The non-audit services provided to
the Group for the year are disclosed in note 3 to the financial statements. We confirm that the non-awdit services prohibited by the FRCs
Ethical Standard were not provided to the Group or the Conporation.

'We beliove that the audit evidence we have obtained is sufficient and appropriate to provide a basis for cur opinion.

'While the Conporation is not a public interest entity subject to European Regulation 53772014, the members have decided that the
Corporation should follow the same requirements as if that Regulation appbed to the Corporation.

3. summary of cur awdit approoch

Key oudit matters The key audit matters that we identified in the curment year werne:
- Accounting for non-cash revenue; and
- The gring concem basis of accounting.

‘Within this report, key audit matters are identified as follows:
Mewiy identified

@ Increased level of risk

€3 Simiarlevel of risk

& Decreased lovel afrisk

Materiality The materiality that we used for the Group financial statements was £9.0 million which was determined by
considering two key metrics, revenue and total assets. This is a revised approach from the prior year, when
materiality was determined based on T8 of revenue.

Scoping ‘We audited the Group as a single component, covering 100% of net assets, revenue and profit before tax.

Significont changes  There have been no significant changes to our approach, with the exception of the change in our materiality

in ow opprooch approach.
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4. Conclusions reloting fo going concern

In auditing the financial statements, we have concluded that the directors” use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Dur evaluation of the directors’ assessment of the group’s and parent company's ability to continee to adopt the going concern basis
of accounting is discussed in section 5.2,

Bazed on the work we hawve performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the Group's and Corporation's ability to continue as a going concern for a
periad of at keast twelve months from when the financial statements are authorised for issoe.

In relation to the reparting on how the Group has applied the UK Corporate Governance Code, we have nothing material to add or
draw attention to in relation to the members® statement in the financial statements about whether the members considered it
appropriate to adopt the going concern basis of accounting.

Dur responsibilities and the responsibilities of the directors with respect to going concem are described in the relevant sections of
this report.

5. Key owdit maotters

Eey audit matters are those matters that, in our professional judgement, were of mast significance in cur audit of the financial statements
of the current period and include the most significant assesced risks of material misstatement whether or not due to frawd) that we
identified. These matters included those which had the greatest effect onc the overall audit strategy, the allocation of resources in the
audit; and directing the efforts of the engagement team.

The=e matters were addresssd in the context of our sudit of the financial statements as s whole, and in forming cur opinicn therson, and we
donat provide a separate opinicn on these matters.

5.1. Accounting for non-cash revenue @

Key owdit matter The Corparation eamns a significant portion of its revenues from TV adwertising. for which most contracts are
description standard and the recognition of such revenue is processed through automated transactional processes. Thereis
a sub-sat of contracts which have non-standard terms, including those which include barter arrangements in
relation to the transfer of non-cash consideration in exchange for the advertising airtime provided. This typically
includes consideration such as programme right=s or equity investments.
Az a result of the nature of these contracts, there is significant judgement imeolved in determining the valuation
of non-cash items. This year we hawve focussed on those contracts where programme rights are received. 'We
therefore identified a key audit matter relating to the risk of inaccurate revenuve accounting for these contracts,
whather due to ermor or frawd.
The amaunt of revenue which is not settled in cash was £44 million (201%: £34 million). The Corporation’s policy
in relation to this is included in the Group &Accounting Policies on page 187, Refer to page 164 where thisis
included as a significant matter in the Awdit Committee repaort.

How the scope We obtained an understanding of the process and tested relevant controls arcund non-cash revenue relating to

of our qudit contracts where programme rights ane received.

responded t0the o anabysed a statistical sample of contracts to identity any non-standard contractual terms to determine

key audit matier whather these were accounted for appropriateby.
We selected a sample of non-standard revenue contracts, focusing on those which in our judgement had a higher
probakility of error, and assessed whether the accounting treatment for these contracts was in line with their
tenms, the Corporation's accounting policy and relevam accounting standards including IFRS 15 Bevenue from
Contracts with Customers.
We tested a sample of contracts where programme rights are recaived by tracing to signed contracts and
internal management approvals.
We obtained and assessed evidence to suppart the fair value of the non-cash consideration received. For
programming received in these barter contracts in return for advertising, we agreed consideration received to
programming contracts.

Key observotions We consider the accounting applied to be in scoordance with |IFRS 15 Revenwe from Contracts with Customers
and the Corporation’s accounting palicy.
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5.2 The going concern basis of accounting @

Key oudit matter
description

The Members are required uvnder |AS 1 Presentotion of Financial Stotements to make an assessment of the
Group's and the Corporation’s ability to continwe as a going concern for a pericd of at least 12 months from the
date of approval of the financial statements and determine whether any material uncertainties exist. In making
this aszessment, management prepared forecasts and scenario planning over the going concern period which
modelled available liquidity and covenant calculations.

Az a result of the Covid-19 pandemic and the subsequent economic impact, there was significant judgement
invodved in preparing the forecasts and financial models for future pericds vsed in the going concern
assessment.

Orwing to the increased level of audit effort invelved, we identified a key audit matter in relation to the
appropriatenass of the going concern basis of accounting. Further details of the Members’ assessment,
including the sensitivities applied, are included within the Strategic Beport on page 147 and in the Group
Accounting Policies on page 186,

How the scope
of our qudit

responded to the
ey ouait matter

We obtained an uvnderstanding of relevant controls relating to the Group's forecasting process and the
preparation of management’s going concern madels.

We obtained management’s updated financial models vsed to suppaort its going concern assumptions and
tested their numerical accuracy. We obtained and assessed evidence vsed to support the assumptions vsed

by management and considered whether reasonable downside scenarios were considered. We performed owr
own sensitivity analyses to determine whether there were other reasonably possible downside scenarios which
could lead to a material vncertainty in going concern and considered whether any potential mitigations were
reasonable, realistic and within management’s control.

We obtained and read analyst reports, industry data snd other external information, comparing these with
management's estimates to determine if they provided corrobarative or contradictory evidence in relation to
management's assumptions.

We obtained and reviewed the revolving credit facility documents to vnderstand the nature of amy financial
covenants to determine the impact on the going concern assessment and we obtained evidence of the
E£T5m draw down of the revolving credit facility. We considered the amount of liquidity and cowenant
headroom available in management's forecasts and we assessed the historical acocuvacy of forecasts
prepared by management.

Key observotions

We are satisfied that management"s adoption of the going concern basis of accounting is appropriate and concur
that there are no material vncertainties relating to going concern.

&. Our opplication of materiality

8.1, Materiality

'We define matesiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of
a reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the scope of cur sudit work and
in evaluating the results of cur work.

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

@rnoup and Corporation-osly firancial statements

Materiality

£9.0 millicn {2019: £9.6 milkon]

Easis for determining materiality We determined materiality by considering two ey metrics; revenue and total assets. The determined

materiality equates to 0.965% of revenue and 0.95% of total assets, This is a revised approach from
the prior year, when materiality was determined based on 158 of revenuoe.

Rationale for the
benchmark applied

As a result of Covid-19 and the significant impact it had on the business, we considered the use

of two key metrics - revenue and total assets - rather than just one measure to be appropriate.
The: benchmarks that hawve been chosen to determine a materiality consider both balance sheet
and inCome stabement metrics in the current year. This provides a representation of the size of the
business, and reflects the investment in programme coment and fillm rights and the Corporation’s
aim is b reimvest surpluses into oniginal content and digital innosation.
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6.2 Performance materiality

'We set performance matesiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected and vndetected
misstatements exceed the materiality for the financial statements as a whole. Group and Corporation performance materiality was set at
T of Group (and Corporation) materiality for the 2020 awdit [2019: T0%). In determining performance materiality, we considered the
following factors:

= Dur risk assessment, including the quality of the control environment; and

= Dur past expenence of the audit, which has indicated a low number of corrected and vncorrected misstatements in prior periods.

&3, Error reporting threshold

'We agreed with the Audit Committee that we would report to the Committee all audit diferences in excess of £450,000 (2019:
£430,00:0], as well as differences below that threshold that, in owr view, warranted reporting on qualitative grounds. We also report to the
Audit Committee on disclosune matters that we identified when assessing the overall presentation of the inancial statements.

7. An overview of the scope of our owdit

7.1. identification and scoping of compaonents

Dur awdit was scoped by obtaining an understanding of the Group and its environment, including internal control, and assessing
the risks of material misstatement. Audit work to respond to risks of material misstatements was performed directly by the awdit
engagement team.

The Group maintains a single aggregated set of accounting recosds for all of its operations and we therefore audited the entire Group
as a single component, covering 100% of net assets, revenuve and prodit before tax. For the avdit of the Corporation, management
deconsolidated the Group financial information in order for us to identify the relevant Corporation-only balances and transactions.

7.2. Owr considerstion of the control environment

In azsessing the control ervironment of the Group, we obtained an understanding of the relevant IT controls associated with the
Group's key accounting and regocting system. We gained an understanding of the relevant controls associated with certain business
processes, being transactional advertising revenue, non-cash based revenwe, programme inventory, payroll, trade payables and
trade receivables. On IT systems related to the processing of transactional advertising revenue and programme inventory, as in prios
year, we have identified certain contrel deficiencies and accordingly took 2 non controls reliance approach to cur audit testing,.

‘We planned and took a controds reliance approach in relation to non-cash based revenue. For this process we tested the relevant
contrels based on a sample of control instances, determined by the frequency of the control's operation. We did not plan to take a
controls reliance approach in the other business processes. For transactional revenue and programme inventory we would hawve
planned to take a contrels reliance approach if we had been able to rely on the IT systems invobeed in their processing.

&. Other information
The other information comprises the information included in the annual report including Audit ‘We have nothing to report
Committes reporting and Members' statement of compliance with the UK Corposate Governance in respect of these matters.

Code, other than the financial statements and our avditor's report thereon. The directors are
rasponsible for the other information contained within the annual repart.

Dur opinion on the inancial statements does not cover the ather information and, except to the
extent atherwise explicitly stated in cur report, we do not express any form of assurance
conclusion thereon.

Dur responsibility is to read the other information and, in doing so, consider whether the other
information is matesially inconsistent with the financial statements or owr knowledge obtained in the
course of the audit, or othersiss appears to be materially misstated.

H we identity such materialinconsistencies or apparent material misstatements, we ane required to
determine whether this gives rise to a material misstaternent in the financial statements themsalves.

H, basad an the work we have parformed, we conclude that thare is a material misstatemant of this othar
information, we are required to report that fact.




Independent avditor's report
(continued)

9. Responsibilities of members:

Az explained more fully in the members” responsibilities statement, the membsers are responsible for the preparation of the financial
statements and for being satisfied that they ghee a true and fair view, and for such intemal control as the members determine is necessary
toenable the preparation of financial statements that are free from material misstatement, whether due to frawvd or error.

In preparing the financial statements, the members are responsible for assessing the Group's and the Conporation’s ability to continue as
a going concern, dischesing as applicable, matters related to going concem and using the going concern basis of accounting unless the
mamibers aither intend to liquidats the Group or the Corporation or to cease operations, or have no realistic alternative but to do so.

10. Avditor's responsibilities for the audit of the finonciol statements

Dur objectives ane to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fravd or emror, and to issve anawditor's report that includes cur opinion. Reasonable azsurance is a high level of assurance,
but is not a guarantes that an awdit conducted in accordance with 15As (UK] will abways detect a material misstatement when it exists.
Misstatements can arise from frawd or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of vsers taken on the basis of these inancial statements.

& further description of cur responsibilities for the sudit of the financial statement s is located on the FRC's website at: -
warefre.org.uk fauditorsresponsibilities. This description forms part of our awditor's report.

1. Extent to which the oudit wos considered copable of detecting imeguiorities, incliding froud
Irregulasities, including frawd, are instances of non-compliance with laws and regulations. We design procedures in line with our
rasponsibilities, cutlined above, to detect material misstatements in respect of iregulasities, including frawvd. The extent to which owr
proceduras are capable of detecting irregularities, including frawd is detailed below.
T\ identifying and assessing potential risks related to irregularities
In identitying and assessing risks of material misstatement in respect of iregularities, including fraud and non-compliance with laws and
regulations, we considered the following:
- the nature of the industry and sector, control ervironment and business performance including the design of the Group’s remuneration
policies, key drivers for members remuneration, bonus levels and perfcrmance targets;
- results of cur enquinies of management, business assurance and the Audit Committee abowt their own identification and assessment of
the risks of irregularities;
- any matters we identified having obtained and reviewed the Growp's documentation of their policies and procedures relating to:
— identitying. evaluating and complying with laws and regulations and whether they wers aware of any instances of non-compliance;
= detecting and responding to the risks of fraud snd whather they have knowledge of sny actual, suspected or slleged fraud;
— thaimernal controls established to mitigate risks of fraud or non-compliance with laws and regulations;
- the matters discussed among the audit engagement team and relevant internal specialists, including [T and analytics, pensions, real
estate and tax specialists regarding how and where fravd might oocur in the finandial statements and any potential indicators of frawd.

Az aresult of these procedures, we considered the opportunities and incentives that may exist within the coganisation for fraud and
identified the greatest potential for fraud in the accounting of non-cash revenoe. In commaon with all audits vnder 1545 (UK, we are
alsa required to perform specific procedures to respond to the risk of management override.

'We also obtained an vnderstanding of the legal and regulatory framework that the Group operates in, focusing on provisions of those
Laws and regulaticns that had a direct effect on the determination of material amounts and disclosuras in the fnancial statements.
The key laws and regulations we considered in this context included the Broadcasting &ct 1990, the Communications Act 2003, the
UK Companies Act and Listing rules [as if they were to apply to the Groupl, pensions legislation and tax lkegislation.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial statements but
compliance with which may be fundamental to the Group's and Corporation's ability to operate or to avoid a material penalty. The key
Laws and regulations we considered in this context included compliance with the Ofcom Broadcasting Code, Ofcom on-demand
rules, and Adwvertising Standards Agency guidelines.
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.2 Audit response to risks identified

Az aresult of performing the abowve, we identified the acoounting of non-cash revenue as a key audit matter related 1o the potential risk of
frawd. The key sudit matters section of cur report explains the matter in more detail and slso descrnibaes the specific procedures we
performed in response to that key awdit matter.

In addition to the above, ouwr procedures to respond to risks identified included the following:

- reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with provisions of relevant
laws and regulations described as having a direct effect on the financial statements;

- enguiring of management, the Audit Committee and in-house legal counsel conceming actual and potential liGgation and claims;

- performing analytical procedures to identify amy unusual or unexpected relationships that may indicate risks of matesial misstatement
due to frawd;

- reading minutes of meatings of those charged with governance, reviewing Business Assurance reports and reviewing correspondence
with HMBC and summaries of correspondence with Cdoom; and

- inaddressing the risk of fravd through management ovarride of controls, testing the appropriateness of jounal entries and other
adjustments; assessing whether the judgements made in making accounting estimates are indicative of a potential bias; and evalusting
the business rationale of sny significant transactions that sre unususl or cutside the normal course of business.

'We also communicated relevant idemtified laws and regulations and potential fraud risks to all engagement team members including
imternal specialists, and remained alert to any indications of fravd o non-compliance with Laws and regulations throughout the audit.

Report on other legal and regulatory requirements.
12. Oipimi other prescribed by the Compaonies Act 2006

In our opinion the part of the members’ remuneration report to be audited has been properly prepared in accordance with the
Companies Act 2006, &= if that Act were to apply to the Corporation.

In aur opinion, based on the work undertaken in the course of the awdit:

- the information given in the strategic report and the members’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and

- the strategic raport and the members” report have been prepared in accordance with appicable kegsl requirements.

I the light of the knowledge and understanding of the Group and the Conporation and their envircnment obtained in the cowrse of the

awdit, we have not identified amy material mi ments in the gic report or the members' repaort.

13. Corporgte Governancs Stotement

Based on the work undertaken as part of our awdit, we have concluded that each of the following elements of the Conposate

Govermnance Statement is materially consistent with the financial statements and our knowledge obtained during the audit:

- the report of the members with regards to the apperopriateness of adopting the going concern basis of acoounting and ary material
uncertaintes identified set out on page 152;

- the members” explanation as to its assessment of the group's prospects, the pericd this assessment covers and why the period is
appropriate set out on page 152;

- the members' statement on fair, balanced and understandable set outon page 153;

- the board"s confirmation that it has carried out a robest assessment of the emerging and principal risks set out on page 147

- the section of the annual report that describes the review of effectiveness of risk management and internal controd systems set oot
on pages 141 to 146; and

- the section describing the work of the audit committee set out on page 154.

14. Motters onwhich we ore reguired to report by exception
14.1. Adeguacy of explanations received and accounting records
WUnder the terms of our engagement we are required to report to you if, in our opinion: ‘We have nothing to report
- we have not received all the information and explanations we require for our audit; or in respect of these matters.
- adequate accounting records ke not been kept by the Corporation, or retumes adequate for our audit

have not been received from branches not visited by us; or
- the Corporation financial statements are not in agreement with the accounting reconds and retuns.

4.2, Members' remuneration

Under the terms of are engagement we are also regquired to report if inour opinion certain disclosures of ‘We have nothing to report in
members’ remuneration have not been made, or the part of the members” remuneration report to be respect of these matters.
audited is not in agreement with the accounting records and retums.
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15. Other motters which we are required to oddress

V5.1, Audittor terure

'We were appointed with the approval of the Secretary of State for Digital, Culture, Media and Sport on 10 Auguest 2017 to audit the
financial statements for the year ending 21 December 2017 and subsequent financial periods. The period of total unintermupted
engagement including previows renewals and reappointments of the fiom is four years, covering the years ending 21 December 2017 to
31 December 2020

15.2. Consistency of the audit report with the additional report to the Auwdit Committes
Dur awdit opinion is consistent with the additional report to the Audit Committes we are required to provide inaccordance with
1545 (LK)

16. Use of our report

This report is made solely to the Department for Digital, Culture, Media and Sport, inaccordance with the Broadcasting Act 1990 and the
tarms of cur engagement. Our audit work has been undertaken so that we might state to the Department for Digital, Colture, Media and
Sport those matters we are required to state to them in an auditces report and for no ather purpose. To the fullest extent permitted by law,
we donot accept or assume responsibility to anyone other than the Group and the Department for Digital, Cultwre, Media and Sport, for
aur audit work, for this report, o for the opinions we hawve formed.

Kirte I F thFCA [Senior ¥ ouditor)
Forand on behalfof Deloitte LLP

Statutory Auditor

London, UK

SMay 2021




