Acquistion of Hutch Games Ltd

See disclosure 29 and accounting principles in disclosure 1in the annual account and consolidated accounts for detailed information and

description of the matter.

Description of key audit matter

Response in the audit

In December 2020 all the shares in Hutch Games Ltd were acquired
for a total purchase price of SEK 3,028 million.

Following a business combination, the acquired operations should
be accounted for in the consolidated accounts which require
acquired assets and liabilities to be identified and measured at its
fair value at the acquisition date. The difference between the pur-
chase price and the identified assets and liabilities is goodwill.

The purchase price allocation requires judgments to be made
regarding which assets to account for in the consolidated accounts
— in particular intangible assets may be difficult to assess — including
the assigned fair values in the consolidated accounts. These judg-
ments will affect the group’s future profits, partly depending on
whether the identified assets are to be amortized or not in the con-
solidated accounts.

Of the total purchase price SEK 600 million relates to contingent
considerations which is based on the profitability development for
the coming four years. The value is calculated based on the terms in
agreements including estimates of future revenue growth and
operating margin discounted to present value. The calculation of
the value therefore include significant judgements which could be
influenced by management bias.

We have analyzed the purchase price allocation in order to assess
whether it has been prepared in accordance with commonly
prescribed methods and that all assets, in particular intangible
assets, and liabilities have been identified. We have received and
assessed the documentation management has prepared with
assistance from external experts.

Furthermore, we have focused on whether the techniques used to
measure the acquired assets and liabilities to fair value are in
accordance with the prescribed framework and established valua-
tion techniques. In the purchase price allocation, intangible assets
amounting to SEK 667 million have been identified. They mainly
relates to capitalized expenditure for game titles, trademarks and
customer relations. Goodwill amounts to SEK 2,325 million.

We have obtained and considered the group’s calculation of the
contingent considerations and evaluated the forecasts for revenue
growth and operating margin as well as the discount rates used.
We have also assessed the disclosures relating to the business
combination included in the annual accounts and the consolidated
accounts.

Other Information than the annual accounts and consolidated
accounts

This document also contains other information than the annual
accounts and consolidated accounts and is found on pages 1-22, 120
and 132-141. The other information comprises also of the remunera-
tion report which we obtained prior to the date of this auditor’s
report. The Board of Directors and the Managing Director are
responsible for this other information.

Our opinion on the annual accounts and consolidated accounts does
not cover this other information and we do not express any form of
assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and consolidated
accounts, our responsibility is to read the information identified
above and consider whether the information is materially inconsist-
ent with the annual accounts and consolidated accounts. In this
procedure we also take into account our knowledge otherwise
obtained in the audit and assess whether the information otherwise
appears to be materially misstated.

If we, based on the work performed concerning this information,
conclude that there is a material misstatement of this other informa-
tion, we are required to report that fact. We have nothing to report
in this regard.

Auditor’s Report

Responsibilities of the Board of Directors and the Managing Director
The Board of Directors and the Managing Director are responsible
for the preparation of the annual accounts and consolidated
accounts and that they give a fair presentation in accordance with
the Annual Accounts Act and, concerning the consolidated
accounts, in accordance with IFRS as adopted by the EU. The Board
of Directors and the Managing Director are also responsible for such
internal control as they determine is necessary to enable the prepa-
ration of annual accounts and consolidated accounts that are free
from material misstatement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts The
Board of Directors and the Managing Director are responsible for
the assessment of the company’s and the group’s ability to continue
as a going concern. They disclose, as applicable, matters related to
going concern and using the going concern basis of accounting.
The going concern basis of accounting is however not applied if the
Board of Directors and the Managing Director intend to liquidate the
company, to cease operations, or has no realistic alternative but to
do so.

The Audit Committee shall, without prejudice to the Board of

Director’s responsibilities and tasks in general, among other things
oversee the company’s financial reporting process.
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Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether
the annual accounts and consolidated accounts as a whole are free
from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinions. Reasonable
assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs and generally accepted
auditing standards in Sweden will always detect a material misstate-
ment when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions
of users taken on the basis of these annual accounts and consoli-
dated accounts.

As part of an audit in accordance with ISAs, we exercise profes-
sional judgment and maintain professional scepticism throughout
the audit. We also:

B |dentify and assess the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures respon-
sive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinions. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

B Obtain an understanding of the company’s internal control
relevant to our audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the company’s
internal control.

B Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related dis-
closures made by the Board of Directors and the Managing
Director.

B Conclude on the appropriateness of the Board of Directors’
and the Managing Director’s, use of the going concern basis of
accounting in preparing the annual accounts and consolidated
accounts. We also draw a conclusion, based on the audit evi-
dence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt
on the company’s and the group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the
related disclosures in the annual accounts and consolidated
accounts or, if such disclosures are inadequate, to modify our
opinion about the annual accounts and consolidated accounts.
Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or
conditions may cause a company and a group to cease to
continue as a going concern.

B Evaluate the overall presentation, structure and content of the
annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consoli-
dated accounts represent the underlying transactions and
events in a manner that achieves fair presentation.
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B Obtain sufficient and appropriate audit evidence regarding the
financial information of the entities or business activities within
the group to express an opinion on the consolidated accounts.
We are responsible for the direction, supervision and perfor-
mance of the group audit. We remain solely responsible for our
opinions.

We must inform the Board of Directors of, among other matters,
the planned scope and timing of the audit. We must also inform of
significant audit findings during our audit, including any significant
deficiencies in internal control that we identified.

We must also provide the Board of Directors with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our inde-
pendence, and where applicable, measures that have been taken to
eliminate the threats or related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the audit
of the annual accounts and consolidated accounts, including the
most important assessed risks for material misstatement, and are
therefore the key audit matters. We describe these matters in the
auditor’s report unless law or regulation precludes disclosure about
the matter.

Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the administration of the Board of
Directors and the Managing Director of Modern Times Group MTG
AB (publ) for the year 2020 and the proposed appropriations of the
company’s profit or loss.

We recommend to the general meeting of shareholders that the
profit be appropriated in accordance with the proposal in the statu-
tory administration report and that the members of the Board of
Directors and the Managing Director be discharged from liability for
the financial year.

Basis for Opinions

We conducted the audit in accordance with generally accepted
auditing standards in Sweden. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the group
in accordance with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accord-
ance with these requirements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropria-
tions of the company’s profit or loss. At the proposal of a dividend,
this includes an assessment of whether the dividend is justifiable
considering the requirements which the company’s and the group’s
type of operations, size and risks place on the size of the parent
company’s and the group’s equity, consolidation requirements,
liquidity and position in general.



