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

Television Corporation

Report on the avdit of the financial statements
1. Opinion

In gur opinion:

- the financial statements of Charmel Four Television Conporation (the "Corporation’] and its subsidianies {the "Group®) ghee a troe and
Eair wiew of the state of the Group's and of the Corporsticn’s affairs as st 31 Decambar 2021 snd of the Group's surplus for the year
then ended;

- the Group financial statements have been properly prepared in accordance with United Eingdom adopted international acoounting
standards;

- the Cosparation financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framewordk; and

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

to the Conporation].

'We have audited the financial statements which comprise:

- the corsolidsted income statemeant;

- the consolidated statement of comprehensive income;

- the consolidated and Conporation statements of changes in equity;

- the consolidated and Corporation balance sheets;

-  the corsolidsted cash flow statement;

- the Group and Comporation accounting policies;

= the relsted notes 1to 71 to the consolidated finencal statements; and
- the related notes 1to 7 o the Conporation financial statements.

The financial repooting framework that has been applied in the preparation of the Group financial statements is applicable lxw and United
Kingdom adopted intemational accounting standards.

The financial repooting framework that has been applied in the preparation of the Conporation financial statements is applicabde law and
United Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure Framework™ (United Kingdom Generally Accepted
Accounting Practice).

2. Basis for opinion
'We conducted cur audit in accordance with International Standards on Auditing (UK {54 (UK and applicable law. Cur responsibilities
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 our audit of the
financial statements in the UK, including the Financial Reporting Council s {the “FRCrs’) Ethical Standard as appied 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 we have not provided amy non-sudit services
prohibited by the FEC s Ethical Standard to the Group or the Conporation.

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

3. summary of cur audit approach

Key owdit matters The key audit matter that we identified in the curment year was
- Accounting for complex revenue contracts

‘Within thiz report, key audit matter is identified as follows:
Mewly identified
@ Increased level of risk

©) Ssmiarlevelofrisk
(&) Decreased level af risk

Materiality The materiality that we used for the Growp financial statements was £11.0 million which was determined by
considering two key metrics revenue and total assets.

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

Significont changes  Owing 1o the increased level of audit effort imvolved due to Covid-19, we identified a key awdit matter in relation to

in ow opprooch the appropriateness of the going concern basis of accounting in pricr year. Howewer, in the corrent year we no

longer consider the going concern basis of accounting as a key awdit matter. Other than this there have been no
significant changes to our approach.
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4. Conclusions reloting to going concern
In auditing the financial statements, we have concluded that the members® uvsa of the going concemn basis of accounting in the preparation
of the financial statements is appropriate.

Our evaluation of the mambers” assessmeant of the Group's and Corporation®s ability bo continue to sdopt the going concern basis of

accounting included:

- {btaining an understanding of the Group's forecasting process and the preparation of management's going concem madels.

- {btaining management’s financial models used to support its going concem assumptions and tested their numerical accuracy.

- Assessing and challenging the evidence used to support the ptions used by r gement in their base case scenario.

- Considered whether management's range of reasonably possible downside scenarios including their severs scenanio were considered
and whether any potential mitigations were reascnable, realistic and within management™s contral.

- Reading industry analyst reports, industry data and other external information, comparing these with management's estimates bo
determine if they provided comoborative or contradictory evidence in relation to management's assumptions.

- Reviewing the revolving credit fadility documents including the new revolving oredit facility issued post year-end] to understand the
nature of any financial covenants to determine the impact on the going concem assessment.

- Assessing the amount of liquidity and covenant headroom available in management's forecasts.

Based on the work we have performed, we have not identified amy material uncertainties relating to events or conditions that, individually
ar collectively, may cast significant doubt on the Group's and Corporation's ability to continue as a going concern for a pericd of at least
twalve months from when the financial statements are avthorised for sswe.

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

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

5. Key awdit matters

Kery sudit matters sre those matters that, in our professions| judgemant, wers of most significancs in cor sudit of the financis| ststements
of the current period and include the most significant assessed risks of material misstatement fehether or not due to fraud) that we
identified. These matters included those which had the greatest effect on: the overall awdit strategy, the allocation of resources in the
audit; and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
donot provide a sepamate opinicn on these matters.

3.1. Accounting for complex revenuve contracts @

Key oudit matter The Corporation earns a significant portion of its reverwes from TY advertising, for which most contracts ane
description straightforward. There is a small sub set of contracts which have complex terms, and which arent settled with a
traditional cash payment, of have other commitments required to be made by the Corporation in exchanges for

advertising airtime.

There is significant judgement, that these agreements, as a result of their complex and unususl nature and the
material amounts imveleed, are aocounted for or disclosed incorrecthy. We therefore identified a key audit matter
relating to the accounting for complex revenue confracts.

The amount of revenue towhich our key audit matter relates is £45.7 million (2020: £37 million). The Conporation's
policy in relation to this is included in the group accounting policies on page 206. Befer to page 123 where thisis
included as a significant matter in the Auwdit Committee report.
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How the soope We analysed a statistical sample of contracts to identify complex contracts with non-standarnd contractual tenms.
of our qudit

responded to the We obtained an understanding and tested relevant controls around the recognition of revenue relating to these
ey aualit matier complex confracts.

For those contracts that wene identified as complex, we assessed whether the accounting treatment for these
contracts was in line with their termis, the Corporations accounting policy and relevant accounting standards
including IFRS 15 Revenuve from Controcts with Customers.

We tested a sample of revenue transactions by tracing to signed agreements and internal management appaovals
ard tracing the revenue through to revenue transmission data to determine whether these had been aired.

We assessed the fair value of the consideration received by agresing to programming contracts.

We assessed management's financial statement disclosures against the requirements of IFRS 15.

Key observotions We consider the accounting applied and the disclosure to ba in accordance with IFRS 15 Revenue from Controcts
with Customers and the Corporation’s accounting policy. We are satisfied the valuation of consideration related
to the complex revenue arrangements was appropriate and in line with the fair valve requirements of IFES 13 Fair
Volve Megsuremendt.

&. Our opplication of materiality

4.1 Materiality

'We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of a
reasonably knowledgeable personwould be changed or influenced. We use materiality both in planning the scope of our audit 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:

@roupand Corporation-osly firandal statements

Materizlty E1.0 million (h020: £9.0 million) Since there are no components within the Group there is no
requirement for Conporation only materiality to be set at kewer than the materiality level of the Group.

Easis for determining materiality We determined materiality by considering two key metrics: revenue and total assets. The determined
materiafity equates to 0.95% of revenuve (2020: 0.96%] and 1.10% of total assets [2070: D.95%).
This approach is in line with the prior pear.

Bationale for the We considered the use of a number of different measures including revenue and total assets, as these

benchmark applied benchmaris take into account both kalance sheet and income statement metrics. Total assets
provides a reprasentation of the size of the business, and reflects the imvestment in programme:
contentand fillm rights. Therefore, we consider it to be s key metric of interest to the vsers of the
financial statements. Since the Corporation’s sim is to reinvest surpluses into original content and
digital innowvation, we also consider revenue to be a key metric of interest to the wsers of the financial
statements.

6.2 Performance materiality
'We set performance materiality at a lensel lower than materiality to reduce the probability that, in aggregate, uncorrected and undetected
misstatements exceed the materiality for the financial statements as a whole.

@roupand Corporation-osly firandal statements

Performance Materialty Group and Conporation performance materiality was set at 70% of Group {and Corporation)
materiality (F020: TO%).

Easis for determining materiality In determining performance matesiality, we considered the following factors
= Our risk assessment, including the quality of the controd environment; and
= Our esperience of the audit, which has indicated a kow numbser of corrected and uncorrected
misstatements in pricr periods.

&.3. Error reporting threshold

'We agreed with the Avdit Committes that we would report to the Committee all audit differences in excess of £550,000 {2000
£450,000), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We alsoreport to the
BAudit Committee on disclosure matters that we identified when assessing the overall presentation of the inancial statements.
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7. An overview of the scope of our owdit

7.1. identification and scoping of components

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 perionmed directly by the audit engagement team.

The Growp maintains a single aggregated set of accounting records for all of its operations and we therefore audited the entire Group asa
single component, cosering MW0% of net assets, revenue and profit before tax., For the audit of the Conporation, management
deconsolidated the Group finandial information to identify the relevant Conporation-only balances and transactions such as inbercomparry
balances.

7.2. Our consideration of the control environment

In assessing the control envircnment of the Group, we obtained an understanding of the relevant IT controls assodated with the Group's
key accounting and reporting system. We gained an understanding of the relevant controls associated with certain business processes,
being transactional advertising revenue, revenue in relation to complex contracts, programme imventary, payroll, trade payables and trade
receivables.

On T systems related to the processing of transactional advertising revenue and programme inventory, we identified control deficiencies
which resulted in us not being able to rely on controls in owr audit. During 2021, management implemented new compensating controls in
the transactional advertising revenue cycle. We have performed procedures to understand these controls and plan to take a controls
raliance approach for the 2027 awdit when the controls will be in place for the full period.

7.3. Owr consideration of climate-related risks

Climate change has the potential to impact the Group as setout on pages 149 to 135 and page 161 of the &nnuasl Beport. The Group remains
committed to a transition to net mero, by setting and achieving both near-term and long-term science-based emission reduction targets 1o
provide a pathweay to net zeno by 20320,

In the planning of cur audit, we have considered the potential impact of climate change on the Group's business and its financial
statements.

'We have sought to understand the Group's identification and assessment of the potential impacts of climate change, bow these risks
influence the Group's strategy and their implications on the financial statements.

'We have not been engaged to provide assurance over the acouracy of cimate change disclosures set cut on pages 149 to 155 in the Anrual
Beport. As part of our audit procedures, we ame required to read these disclosures to consider whether they are matesially inconsistent
with the financial statements or knowledge obtained in the avdit. We did not identify any matesial inconsistencies as a result of these
procedures.

&. Other information
The ather information compeises the information included in the annual repont other than the financal ‘We have nothingto
statements and cur auditers report thereon. The members are responsibde for the other information repartinthis regard.

contained within the anmual repaort.

Dur opinion on the financial statements does not cover the other information and, except 1o the extent
atherwise explicithy stated in our 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
infarmation is materislly inconsistent with the financial statements or our knowsledge obtained in the
course of the audit, or otherwise appears to be materially misstated.

H we identity such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themsahves. H,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we ane required to regeort that fact.
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3. 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 give a tros and fair view, and for such intemal control as the members determine is necessary
toenable the preparation of inancial statements that are free from material misstatement, whether due to frawd or error.

In preparing the financial statements, the members are responsible for assessing the Group's and the Conporation’s ability to continoe asa
going concermn, disclosing as applicable, matters related to going concern and wsing the going concern basis of acoounting unless the
membsers aither imtend to liquidate the Group o the Corporation or to cease operations, or have no realistic alternatiee but to do so.

10. Avditor's responsibilities for the oudit of the finonciol stotements

Dur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to frawd or emmor, and to isswe an avditor's report that includes cur opinion. Reasonable assurance is a high level of assumance,
but is not & guarantes that an awdit conducted inaccordance with |5&s (U] will sheays detect a material misstatement when it exisis.
Misstatements can arise from fraud or error and are considered material i, individually o in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

& further description of cur responsibilites for the audit of the financial statements is located on the FRC s website at: wwa frc_orguks”
auditorsresponsibilities. This description forms part of owr asuditors report.

1. Extent to which the oudit wos considered copoble of detecting ireguiarities, inclrding froud

Irregulasities, induding fraud, are instances of non-compliance with laws and regulations. We design procedures in ine with our
rasponsibilites, outlined above, to detect matesial misstatements in respect of irregularities, including fravd. The sxtent towhich owr
procedures are capable of detecting inegulanities, 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 laees and

regulations, we considered the following:

- the nature of the industry and sectos, control ervironment and business performance including the design of the Group’s remuneration
policies, key drivers for members remuneration, bonus levels and performance targets;

- results of cur enquinies of management, business assurance and the Audit Committee about their own identification and assessment of
the risks of irregularities;

- any matters we identified having obtained and reviewed the Group's documentation of their policies and procedures relating to:
— identitying. evaluating and complying with laws and regulations and whether they werns sware of any instances of non-compliance;
- detecting and responding to the risks of fravd and whether they have knowledge of any actual, suspected or alleged fravd;
= thairernsl controls established to mitigate fisis of fraud or non-compliance with lews and regulstions;

- the matters discussed among the avdit engagement team regarding how and where frawd might ocour in the financial statements and
any potential indicators of frauvd.

Az aresult of these procedures, we considered the opportunities and incentives that may exist within the crganisation for fravd and
identified the greatest potential for fravd in the accounting for and disclosure of complex revenue transactions. In common with all audits
under IS4z (UK, we are also required to perform specific procedures to respond to the risk of management override.

'We also cbhtained an understanding of the legal and regulatory framework that the Group operates in, focusing on provisions of those laws
and regulations that had a direct effect on the determination of material amounts and disclosures in the financial statements. The key laws
and regulations we considered in this context included the Broadcasting Act 1930, the Communications Act 2003, the UK Companies Act
and Listing rules {as if they were to apply to the Groupl, pensions legislationand tax legislation.

In additicn, we considered provisions of other laws and regulations that do not have a direct effect on the financis| statements but
compliance with which may be fundamental to the Group's ability to operate or to avoid a material penalty. The ey laws and regulations we
considered in this context included compBance with the Odoom Broadoasting Code, Ofcom on-demand rules, and Adwvertising Standands
Agency guidelines.
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.2 Audit response to risks identified

Az aresult of performing the above, we identified accounting for complex revenue contracts as a key audit matter related to the potential
risk of fraud. The key audit matters section of our report exgplaines the matter in more detail and also describes the specific procedures we
performed in response to that key aodit matter.

In additicn to the above, owr procedures to respond to risks identified included the following:

- reviewing the finandal statement discloswes and testing to supporting documentation to assess complizancs with provisions of relevant
laws and regulations described as having a direct effect on the inancial statements;

- enquiring of management, the Awdit Committee and in-house legal counsel conceming actual and potential liigation and claims;

- perfooming analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material misstatement
e to Fraud;

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

- in addressing the risk of fravd through management owerride of controls, testing the appropriateness of journal entries and other
adjustments; assessing whether the judgements made in making accounting estimates are indicative of a potential bias; and evaluating
the business rationale of any signilicant transactions that are vnuswal or outside the normal course of business.

'We also communicated relevant identified lvws and regulations and potential fravd risks to all engagement team members including
imternal specialists, and remained alert to anyindications of fravd or non-compliance with Laws and regulations throughout the audit.

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

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

In awr opinion, based on the work undertaken in the course of the auwdit:

- theinformation 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 report and the members report have been prepared in accordance with applicable legal requirements.

I the light of the knowledge and understanding of the Group and the Conporation and their envircnment obtained in the course of the
awdit, we have not identified amy material mi ments in the gic repoat or the members” repaort.

13. Corporote Governonos Stotement

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

Govemance Statement is materially consistent with the financial statements and cur knowledge obtained during the awdit:

- the report of the members with regarnds to the appropriateness of adopting the going concemn basis of accounting and ary material
uncertainties identified set out on page 171;

- the members explanation as to its assessment of the group's prospects, the pericd this assessment covers and why the period is
appropriate setout on page 165;

- the members” statement on fair, balanced and understandable set out on page T72;

- the board's confirmation that it has carried out a robust assessment of the emerging and principal risks set cut on page 165;

- the section of the annual report that describes the review of effectiveness of risk management and internal control systems set out
on pages 157 to 164; and the section describing the work of the Audit & Risk Committes set out on pages 181 to 184,

14. Motters on which we ore reguired to report by exception
4.1, Adeguacy of explanations received and accounting records
Under the termes of our engagement we are required to report to you if, in cor opinion: ‘We have nothing to report in
- we have not received all the information and explanations we require for our sudit; or respect of these matters.
- adequate accounting records have not been kept by the Corposation, or retums adeguate 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 records and retumns,

4.2, Members’ remuneration

Under the termes of are engagement we are also required to report if inour opinion certain disclosures of ‘We have nothing to report in
membsers’ remuneration have not beanmade or the part of the members’ remuneration report to be respect of these matters.
audited is not in agresment with the accounting reconds and retums.
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15. Other motters which we are required to oddress

151, Auditor terure

‘W were appointed with the approval of the Secretany of State for Digital, Cubture, Media and Sport on 10 August 2017 to avdit the financial
statements for the year ending 21 December 2017 and subsequent financial periods. The period of total uninterrupted engagement
including previous renewals and reappointments of the firm is fwe years, covering the years ending 21 December 2017 to 21 Decembser
20,

15.2. Consistency of the sudit report with the additional report to the Audit Committes
Cur awdit opinion is consistent with the sdditionsl rmport to the Avdit Committes we are required to provide in sccordance with 1S8s (UKL

16. Use of our report

This report is made solely to the Department for Digital, Culture, Media and Sport, in accordance with the Broadcasting &ct 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 auditoes report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the Corporation and the Department for Digital, Culture, Mediaand Sport,
for our audit work, for this report, or for the opinions we have formed.

Karte JF i th FCA [Senior ¥ ouditor)
Forond on behalfof Deloitte LLP

Statutory Awditor

London, UK

4 May 2022



