AUDIT REPORT

THIS IS A TRANSLATION FROM THE SWEDISH ORIGINAL

Auditors Report

To the general meeting of the shareholders of AcadeMedia AB, corporate identity number 556846-0231
Report on the annual accounts and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts
of Academedia AB (publ) except for the corporate governance
statement on pages 54-59 for the financial year 2016-07-01 —
2017-06-30. The annual accounts and consolidated accounts of
the company are included on pages 43-98 in this document.

In our opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in
all material respects, the financial position of the parent company
as of June 30th 2017 and its financial performance and cash flow
for the year then ended in accordance with the Annual Accounts
Act. The consolidated accounts have been prepared in accordance
with the Annual Accounts Act and present fairly, in all material
respects, the financial position of the group as of June 30th 2017
and their financial performance and cash flow for the year then
ended in accordance with International Financial Reporting Stan-
dards (IFRS), as adopted by the EU, and the Annual Accounts Act.
Our opinions do not cover the corporate governance statement
on pages 54-59. The statutory administration report is consistent
with the other parts of the annual accounts and consolidated
accounts.

We therefore recommend that the general meeting of sharehold-
ers adopts the consolidated statement of comprehensive income
and consolidated statement of financial position for the group
and income statement and balance sheet for the parent company.

Basis for opinions

We conducted our audit in accordance with International Stan-
dards on Auditing (ISA) and generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities section. We are inde-
pendent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have other-
wise fulfilled our ethical responsibilities in accordance with these
requirements.

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

Key audit matters

Key audit matters of the audit are those matters that, in our pro-
fessional judgment, were of most significance in our audit of the
annual accounts and consolidated accounts of the current period.
These matters were addressed in the context of our audit of,

and in forming our opinion thereon, the annual accounts and con-
solidated accounts as a whole, but we do not provide a separate
opinion on these matters.

Valuation of intangible assets with

indefinite useful lives

The Group's carrying amount for intangible assets with indefinite
useful lives including goodwill and brands amounted to SEK 5,267
million as of June 30, 2017, corresponding to 67% of the Com-
pany’s total assets. The Company test that carrying amounts do
not exceed the estimated recoverable amount on an annual basis
or on signs of impairment. The recoverable amount is determined
for each cash-generating unit by performing a present value
calculation of future cash flows. For the cash-generating unit
Preschool International Norway (Espira) the discounted value was
also adjusted for estimated fair value less sales costs for the units
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owned properties. Future cash flows are based on the manage-
ment’s business plan for the next five years and forecasts of cash
flows thereafter. The calculations are also based on a number of
assumptions, such as earnings trend, growth, investment needs
and discount rates. For the unit Espira the calculations also include
an assumption about the fair value of the properties.

Changes in assumptions can have a material effect on the calcula-
tion of the recoverable amount and determining the assumptions
is therefore of great importance for calculating the recoverable
amount. We have therefore considered the recognition of good-
will to be a key audit matter in the audit.

A description of the Company’s testing of carrying amounts

for impairment is presented in Note 1 “General information,
accounting and valuation principles” on pages 73 and 76, as well
as in Note 16 “Impairment testing” on page 87. As a part of our
audit we have evaluated and reviewed the Company’s impairment
tests, including by evaluating the accuracy of earlier forecasts and
assumptions. We have also made comparisons to other companies
in order to determine the reasonableness of future cash flows,
growth assumptions and assumptions relating to the fair value of
the properties held by Espira. In addition, we have with assistance
from our valuation experts, tested the applied discount rate and
assumptions of terminal growth. We have reviewed the disclo-
sures stated in the annual report.

Revenue

The Groups net sales for the financial year amounted to SEK
9,520 million, of which SEK 1,576 million related to net sales

in the Adult Education segment. Net sales primarily consists of
school vouchers associated with municipalities and participant
fees attributable to Adult Education, which are recognized in line
with the degree of completion over the period during which the
instruction is provided, including time for planning and grading

of student instruction. Revenue recognition of participant fees
reguires management to assess the extent to which opportunities
for different forms of remuneration will be obtained. Given the
element of assumptions related to the revenue recognition for the
Adult Education segment, this is also considered an area of higher
importance in our audit.

The Company'’s principles for revenue recognition are presented in
Note 1 “General information, accounting and valuation princi-
ples” on page 75.

We have assessed the Company’s procedures for handling signif-
icant revenue streams for revenue in Adult Education we tested
the controls established by the Company and took a selection of
samples to examine revenue recognition. We have also conducted
a detailed analytical review using data-based analytical tools to
assess the recognition of revenue. We have reviewed the disclo-
sures stated in the annual report.

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 1-42
and 102-112. 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

99



AUDIT REPORT

form of assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and consoli-
dated accounts, our responsibility is to read the information iden-
tified above and consider whether the information is materially
inconsistent with the annual accounts and consolidated accounts.
In this procedure we also take into account our knowledge oth-
erwise obtained in the audit and assess whether the information
otherwise appears to be materially misstated.

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

Responsibilities of the board of directors and

the chief executive officer

The Board of Directors and the Managing Director are responsi-
ble 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 ac-
counts, 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
preparation 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
intends 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 Di-
rector’s responsibilities and tasks in general, among other things
oversee the company'’s financial reporting process.

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 misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individ-
ually 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 consolidated accounts.

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

e |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 responsive
to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinions. The risk of
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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.

e 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.

e Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors and the Managing
Director.

e 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 go-
ing 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.

e Evaluate the overall presentation, structure and content of
the annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consolidated
accounts represent the underlying transactions and events in a
manner that achieves fair presentation.

e 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 signifi-
cant 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 regard-

ing independence, and to communicate with them all relation-
ships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the au-
dit 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 or when, in extremely rare circumstances, we
determine that a matter should not be communicated in the audi-
tor's report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits
of such communication.
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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 Academedia AB (publ)
for the year financial year 2016-07-01 — 2017-06-30 and the pro-
posed 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 stat-
utory 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
accordance 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 appro-
priations 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.

The Board of Directors is responsible for the company’s organiza-
tion and the administration of the company’s affairs. This includes
among other things continuous assessment of the company’s and
the group’s financial situation and ensuring that the company’s
organization is designed so that the accounting, management of
assets and the company’s financial affairs otherwise are controlled
in a reassuring manner. The Managing Director shall manage

the ongoing administration according to the Board of Direc-

tors’ guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s accounting in
accordance with law and handle the management of assets in a
reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and
thereby our opinion about discharge from liability, is to obtain
audit evidence to assess with a reasonable degree of assurance
whether any member of the Board of Directors or the Managing
Director in any material respect:

e has undertaken any action or been guilty of any omission which
can give rise to liability to the company, or

e in any other way has acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropria-
tions of the company'’s profit or loss, and thereby our opinion
about this, is to assess with reasonable degree of assurance
whether the proposal is in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions
or omissions that can give rise to liability to the company, or that
the proposed appropriations of the company’s profit or loss are
not in accordance with the Companies Act.

As part of an audit in accordance with generally accepted au-
diting standards in Sweden, we exercise professional judgment
and maintain professional skepticism throughout the audit. The
examination of the administration and the proposed appropri-
ations of the company'’s profit or loss is based primarily on the
audit of the accounts. Additional audit procedures performed are
based on our professional judgment with starting point in risk and
materiality. This means that we focus the examination on such
actions, areas and relationships that are material for the opera-
tions and where deviations and violations would have particular
importance for the company’s situation. We examine and test
decisions undertaken, support for decisions, actions taken and
other circumstances that are relevant to our opinion concerning
discharge from liability. As a basis for our opinion on the Board
of Directors’ proposed appropriations of the company’s profit or
loss we examined whether the proposal is in accordance with the
Companies Act.

The auditor’s examination of the

corporate governance statement

The Board of Directors is responsible for that the corporate gover-
nance statement on pages 54-59 has been prepared in accor-
dance with the Annual Accounts Act.

Our examination of the corporate governance statement is con-
ducted in accordance with FAR’s auditing standard RevU 16 The
auditor’s examination of the corporate governance statement.
This means that our examination of the corporate governance
statement is different and substantially less in scope than an audit
conducted in accordance with International Standards on Auditing
and generally accepted auditing standards in Sweden. We believe
that the examination has provided us with sufficient basis for our
opinions.

A corporate governance statement has been prepared. Disclosures
in accordance with chapter 6 section 6 the second paragraph
points 2-6 of the Annual Accounts Act and chapter 7 section 31
the second paragraph the same law are consistent with the other
parts of the annual accounts and consolidated accounts and are
in accordance with the Annual Accounts Act.

Ernst & Young AB with Staffan Landén as auditor-in-charge, Box
7850, 103 99 Stockholm, Sweden, and Oskar Wall (Ernst & Young
AB), Box 7850, 103 99 Stockholm, were appointed to serve as
auditors for AcadeMedia AB by the annual general meeting on
November 17, 2016. Staffan Landén have been the Company’s
auditor since May 16, 2011 (Ernst & Young has served as elect-
ed auditors since September 22, 2015 with Staffan Landén as
auditor-in-charge). Oskar Wall has been the Company’s auditor
since April 11, 2016. AcadeMedia AB (publ) has been a company
of public interest since June 15, 2016.

Stockholm 24th of October 2017
Ernst & Young AB

Staffan Landén
Authorized Public Accountant
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Oskar Wall

Authorized Public Accountant
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