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This is Starbreeze

Video games and beyond

Starbreeze is developing a game portfolio of strong brands with the A key factorin PAYDAY’s success

flagship PAYDAY at its core. Our brands and games deliver long-term value and the success of other games

through our Games as a Service model and an engaged community. in the portfoliois toinvolve the
playersin the product through
close dialog between the game’s

Starbreeze isanindependent developer, publisher ® Ownsone of the strongest ® Proventrackrecord in creating developers and fans.
anddistributor of PCand console games targeting brandsinthe gamesindustry engagement and developing

the global market, with studios in Stockholm, — PAYDAY. long-term content for our

Barcelona, Paris and London. Starbreeze develops ' games.

games based on proprietary and third-party @ Hastheindustry'slargest

rights, both in-house and in partnership with community on Steam -8.6 million @ Experienced management team

external game developers. Starbreeze shares members. and a growing, international

are listed on Nasdaq Stockholm. game development organization.

@® Direct contact with the commu-

nity through the Starbreeze @® Stablefinancial foundation and
Nebulamembership platform. positive cash flow.

@ fFocusesonitscore business @ Restarted publishing activities,
of developing great games with and from 2023 will publish games

long life for PCand console. as a third-party publisher
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Starbreeze games
967%

Other

4%

PC

85%
Console
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DLC
7%
Base game
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The yearinbrief

Focus on PAYDAY 3 and

[ ) [} [} Net sales 127602 125689
EBITDA 66 380 6268

— -

EBITDA adjusted” 66 380 74940

Profit/loss before tax -54403 -105 226

Earnings per share -0,08 -0,14
Cash and cash equivalents 108 217 128 572

g agreement.

Sales and profit

@® Continuedreleasing alarge number of expansion and content packs for VISEK

PAYDAY 2 - atotal of 13in 2022.

® Agreementwith developer Walking Tree Games to publish the game
The Tribe Must Survive, and announcement that Starbreeze is making a
returnto third-party publishing.

@® New project under own management to develop a game with planned
releasein 2025.

@ OurpartnerPopReach carried out a test release of the mobile game
PAYDAY Crime War, and is preparing the global release in 2023.

@® InDecember, we announced that Starbreeze was expanding and opening
anew studiointhe UK. The UK studio willwork with two newly acquired IPs

2018
and contribute to work on PAYDAY 3.

@ Netsales, MSEK
Operating profit (EBITDA), MSEK

@® December saw the launch of the next generation of our membership
platform: Starbreeze Nebula.
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Message from the CEO

A stable place for Starbreeze
to grow from

The conditions are in place for Starbreeze to step up to the next level. We have a proven
business modelin Games as a Service, and both one of the gaming world’s largest communities
and strongest gaming brands. The release of the much-anticipated PAYDAY 3 is a milestone on
our roadmap to grow as a game developer and publisher - and to increase the pace at which
we deliver strong game experiences.
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2023 is the year of PAYDAY 3

It feels great that we will soon be able to reveal
the results of our hard work on PAYDAY 3inrecent
years, and meet the huge expectations that our
community has for the game. With PAYDAY 3, we
have created the basis for further developing
ourbusiness model toinclude long-term
revenue-generating games, and introducing it

toanew generation of players on PC and console.

The game's development has gone to planand
togetherwith our co-publishing partner Plaion,
we are working intensively towards a successful
release of PAYDAY 3in 2023.

Along with additional activity around the PAYDAY
brand, through our partnership with Stockholm
Syndrome and the ambition to take PAYDAY to TV
or film production, and the upcoming release of
the licensed mobile game PAYDAY Crime War, we are
taking the first of several steps to cement PAYDAY
as one of the strongest game brandsin the world,
and further develop ourIPas across-media brand.

We develop Games as aService

The ultimate proof of the strength of our Games
as aService modelis PAYDAY 2's longevity. Since
itsinception, our team has delivered 75 different
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expansions and content packs, DLCs, 13 of which
justinthe pastyear. Afteralmosttenyears, itis
extremely pleasing to see that our community is
expanding toinclude new players, but at the same
time we still have people who have been with us
fromthe very beginning.

Our number of unique active users each month
(MAU) peaked at just over 800,000 players during
the year, demonstrating the high level of engage-
ment that underpins Starbreeze’s sales. PAYDAY 2's
community page on Steam passed 8.6 million
members - the highest of any game on the Steam
platform.

Overall, net sales for the year were up approxi-
mately 2 percent year-on-year and amounted
tojustunder SEK 130 million. Given the strong
comparisonyearin 2021, the underlying sales for
the yearinUS dollars were slightly lower, but were
impacted positively by afavorable exchange rate.

Added value through Starbreeze Nebula
Starbreeze hashad one of the most engaged
communitiesinthe gaming world for along time.
During my years at Starbreeze, | have seenit con-
tinue to grow atanimpressive rate, and our dedi-
cated playerbaseis one of our greatest assets.
A community that constantly contributes to the
PAYDAY universe and the actual game develop-
ment. The Starbreeze Nebula membership plat-
form has and will allow us to create more oppor-
tunities to get even closer to our PAYDAY players
on PC, console and mobile devices, and willdo the

same forthe gameswe publishinthe future. To
create addedvalue forall our customersis the
clearpurpose in everything we do.

Return as agame publisher

One of the year's mostimportant strategic deci-
sions for Starbreeze was toresume the role of
third-party publisher. Our previous experience as
apublisherand our foundationin game develop-
ment creates a solid basis for good partnerships
with other developers, andinrecentyearswe have
strengthenedand developed both the organization
and platformthat make us astrong game publisher.
The areawillbe animportant aspect of our growth
going forward. As a publisher, we will focus on
games that complement our current set of cus-
tomers by offering a strong focus on community,
andonplaying and shared experiences with other
players.

Starbreeze is growing

In2022, Starbreeze grew from 138 to 165 employees,

who togetherrepresent atotal of 28 nationalities.
We recruited employeesinthe UK during year, and
we now have operations in a total of four countries.
The skill shortage isareal challenge for the indus-
tryasawhole, and consequently, itisasource of
pride that we continue to attract committed and
talented employees. We have achieved this by
establishing Starbreeze as an attractive employer
where our employees are given the opportunity
to grow, and we have also made several efforts

Directors’report Financialinformation

during the year toincrease social sustainability at
Starbreeze.Not least through leadership training
forallemployeesin orderto enhance leadership
and cohesionwithinthe company.

We are well equipped to efficiently deliver sev-
eralin-house developed games over the next
five years. The goalistorelease gamesbasedon
eitherownorlicensedIPs. We are currently plan-
ning torelease larger gamesin 2025 and 2027, and
the expanded IP portfolio will allow the release of
more games and promote a diversified revenue
stream.

We're taking the next step

Uncertaintyinthe world around usisincreasing,
butthe games market remains strong, and histori-
callyhasdemonstrateditsresilienceregardless
of economic cycles. We are now looking forward
toayearinwhich we can capitalize fully onthe
strength of our entire organization, where our
future game development projects willbe in place
andwhere we can cement the conditions for
Starbreeze's future growth and profitability. A
future thatis based on delivering engaging game
experiences to acontinuously growing community,
where Games as a Service and long-term revenue-
generating games is the engine behind this growth.

First up: PAYDAY 3.

Tobias Sjogren
CEO

Remunerationreport
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The games market in 2022

A long-term strong game
market

Starbreeze is awell-known name on the global games market, and
its games are played all over the world. After several years of strong
growth, the market decreased slightly in 2022.

Our products are sold through platforms such as
Steam, PlayStation Store and Xbox Games Store.
Of the total salesrevenue generatedin 2022, North
America accounted for 47 percent, Europe 24 per-
centand Asia 15 percent.

2022 marked a clear returntoamore normal life
after the COVID-19 pandemic. This has had a down-
ward effect onthe games market, after the gaming
industry was one of the industries that flourished
during the pandemic. Anincrease inremote work-
ing and disruptions to supply chains meant that
the market continued to be characterized by proj-
ectdelaysandpostponedrelease datesin 2022,
This slowed market growth.

Strong sales growthis expectedin the gaming
industryinthelongterm, with forecastsvarying
from 3.4 percent to 8 percent annual growth by
2026. Sales growth will driven by a higher number of
playersandthe expectedrelease of alarge number
of attractive games titles over the next few years.
Inflation and higherinterest rates may have a neg-
ative impact on the industry, but the gaming
industry has historically provento beresilientin
times of economic uncertainty.

SIZE AND GROWTH

The global games market grew by 32 percent
between 2019 and 2021 and generated revenue of
USD 192.7 billion in 2021. Global sales were expected

The global playerbase, including
console-, PC- and mobile games,
is estimated at nearly 3.2 billion
players who collectively spend
nearly $200 billion per year.

Source: Newzoo Global Games Market Report 2022
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to slow down slightly in 2022 with the return to
normal after the pandemic and an uncertain
macroeconomic situation thathasledtodisrup-
tionsinsupply chains. The global games marketis
forecastto generate USD 184.4 billion in 2022, which
representsadecline of 4.3 percent. The PC games
marketisdue toincrease slightly, while console
and mobile games will see a slight decline. The
stable PC games market is explained by the fact
that, interms of sales, the platform’'s strongest
titles have generally beeninthe market for several
years, while the console games marketis more
dependent onnew gamereleases, and the impact
of delayedreleasesis therefore more noticeable
inthe console market.

GEOGRAPHIC AREAS

Asia-Pacificis still the largest global games market,
accounting for 48 percent of total sales in 2022.
Thismarketisimportanttousandwe seeitasa
long-term growth area. Growth in the Asia-Pacific
region was weakin 2022 (-56.6 percent), and Latin
America (3.4 percent) and the Middle East and
Africa (6.6 percent) saw the clearest growthinthe
games market. Starbreeze games are sold primarily
in Europe andNorth America. The European games
market generated USD 32.9 billion in 2022 (-3.5 per-
cent) and the US market generated USD 48.4 billion
(-5.1percent).Chinaandthe USA are the largest
national markets forthe gamesindustry asawhole
andtogetheraccount for half of total sales.

SEGMENTS

Historically, games segments have been com-
pletely separate from each other, but with
advancesin cross-platform gaming, subscrip-
tions and various franchise agreements linking
the segments, the boundaries of cross-platform
gaming have gradually become blurred. Cross-
platformhasbecome anincreasingly important
factorintherelease of games. Newly released
games, which are largely played online, now
include some cross-platform features.

Console games

Console games are played on a fixed or handheld
console - adevice specifically designed for gam-
ing. PlayStation 5 and Xbox Series S/X are the latest
generation of consoles that hit the market at the
end of 2020. These consoles have significantly
superior capabilities, offering new opportunities
forgame developersand new experiences for
gamers. Console games are distributed online
throughdigital downloads andinretail outlets.
Games developed for consoles typically have
larger production budgets and take longer to pro-
duce than mobile games, and are more likely than
mobile games to be designed forlonger gaming
sessions. The segment accounted for 28 percent
of the games market in 2022, with revenues of USD
51.8 billionand growth of -4.2 percent.

Due tocomponent shortages, Sony and Micro-
softhave hadlimited opportunities to meet
demandforconsolesinthe early years. Thiswas
alsothe casein2022.

Global games market

Directors’report Financialinformation Remunerationreport

Overview of the global games market,
2020-2024

USD billion

211.2

192.7 196.0 200.8

184.4 I

2021 2022 2023E 2024E 2025E

CAGR 2021-2025E: 3,4%

Overview of the global games market
by segment
USD billion

Console
51.8

2022 Total
184.4
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PC games

PCgamesinclude allgames that can be played on
aPC (personalcomputer). Digital sales have grown
steadily inthis segment over recentyears, on
platforms such as Steam and Epic Games Store,
while new forms of distribution based on stream-
ing technology are attractingincreasing interest.
The segmentaccounted for 22 percent of the
games marketin 2022, with revenues of USD 38.2
billionand growth of 1.8 percent.

Mobile games

Mobile games are played on amobile device, such
asasmartphone ortablet. These games are often
designed for shorter gaming sessions than PC and
console games. Mobile games also generally
require lower development budgets and shorter
production timesthan games developed for PC
and console. The mobile games market relies
exclusively ondigital distribution via platforms
such asthe App Store and Google Play. Revenue
inthe segmentfellby 6.4 percentin 2022, but it still
represents half of the global games market.

REVENUE MODELS

Revenue models vary considerably across the
industry. Revenue models for mobile games are
oftenvery different from models for PC and con-
sole games, but even within PCand console
games they canvary widely.

One-time sales

Most PC and console games are sold through the
revenue model of one-time sales. Through the
model, a majority of the revenues come soon
afterthe gameisreleased, generally within one
year. Many games sold with this model, especially
single-player games, have limited game develop-
mentandDLC support after theirrelease.

Games as a Service (GaaS)

Unlike one-time sold games, gamesreleased
under the GaaS modeltypically generate along or
indefinite revenue stream. GaaS is either a sub-
scription or streaming model that requires digital
distributionand where the player hasaccessto
anindividual game or platform fora monthly fee.

It canalsoinclude add-on purchases (DLC) that
add additional content to agame beyond what the
user canaccesswhenthe gameisfirst purchased.
Examples of subscription servicesinthe games
marketinclude Xbox Game Pass, PlayStation Now,
and EA Access.

Add-on purchases (DLC) have been an estab-
lished part of the gamesindustry longer than
games as asubscription, but have seenanew
resurgence due to theincreaseddistribution of
games via digital download. Add-on purchases
give game developers and publishers the oppor-
tunity to make a gamerelevant to the end cus-
tomer for alonger period of time, and in so doing
increase the life of the game. The continuous
development and sale of new game contentis

Global games market

Revenue distributionin the global games

market by segmentin 2022

Console 28%

PC 22%
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oftenbased on ananalysis of user dataand con-
stant communication with the player base. Histori-
cally, Starbreeze hasbeen apioneer of thisreve-
nue model with the PAYDAY game.

Free-to-play

Free-to-playisageneric term for gameswhere
allorasignificant part of the gameis available to
players for free.Revenue comes fromin-game
purchases or the purchase of currency or other
in-game content, for example advertising reve-
nue. These games can also generate revenue
fromin-game advertising. Free-to-playis com-
mon for mobile games, but also exists for console
andPC games. Free-to-play needs arecurring
customer base (retention) for the game to gener-
aterevenue - consequently heavy, ongoing
investmentsin marketing and promotions are
oftennecessary.

THE GAME INDUSTRY’S VALUE CHAIN

Developers

Developers are directly involvedin creatingand
developing games. The size and structure of game
development teams varies greatly depending on
the type of game they are working on, and teams
canrange fromjustacouple of people to thou-
sands of developers. Game developers, who work
onbehalf of someone else, perform “work for
hire”, which provides stability as abusiness model,
but usually without a big monetary upside. Working
with your own IP, or on a project where you partly
finance it,improves the upside butincreases the

risk. A challenge for the gaming industryin general
is shortages and competitionforlabor. Thishasled
to several studios now having offices all over the
worldand employees who work entirely remotely.
The outsourcing and utilization of specialized sup-
pliersisvery common. The gamingindustryis
defined by aninternational culture and teams
often consist of people from several different
parts of the world.

Intellectual property owners (IP owners)
IPowners are the entities that own the rights to
the trademarks usedin games. P owners may be
game developers who ownthe rights to propri-
etary games, publishers who have acquired a
portfolio of trademarks, or copyright holders of
filmor book titles onwhich games are based.
Intellectual property rights can be traded within
the gamingindustry anditis not uncommon for
agame developer to acquire therights to atitle
from the work's copyright holder, for example.
Inrecentyears, the entertainmentindustry has
also shownanincreasedinterestinbuying P from
the gaming world as a basis for development.

Publishers

The publisher'srole in publishing a game canvary
between each publication. Thismay include
financing game development, overseeing produc-
tion and controlling quality, customizing products
and, above all, distributing and marketing the
game toretailers and end customers. The game'’s
IPis often owned by the publisher, while develop-

ment and production are carried out either by
independent developers, or by the publisher’s
in-house team.In some cases, the developer
may also ownrightsto the game andin these
casesthe publisherisresponsible primarily for
the marketing and distribution of the game.

Retailers

Retailers are the final linkinthe value chain before
agamereachesthe end customer. Retailers, or
distributors, ownthe channels through which the
games are sold and/or the platforms onwhich the
games are played. Retailers may be physical and/
ordigital. While games are still sold through tradi-
tionalretailers, such as Walmart, Amazon or
Gamestop, the majority are now sold through digi-
tal channels such as Steam, Epic Store, App Store,
Google Play, as well as Sony and Microsoft's gam-
ing platforms for consoles.

Starbreeze’sroleinthe value chain

We are now presentin several stages of the value
chainin our capacity asowner, publisherandIP
owner. Today, our games are mainly sold and dis-
tributeddigitally, where Steamis the most promi-
nent platform. Ourlong-term goalisto adopt an
even stronger positioninthe value chainand be
able to self-publish games of the same size as
PAYDAY 3, or bigger. The Starbreeze Nebula plat-
formwill play animportantrole in achieving this
ambition. In order to limitrisk, we are investigating
the opportunities to build a portfolio of games
thatalsoincludelicensedIPs.
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Developers

- Develop and produce games

- May wholly or partially own the devel-
opment project or be externally con-
tracted and work for fixed remuneration
androyalties after the game'srelease

Value chain

Publishers

- Finance all or parts of the development
- Controland quality-assure development
- Marketing

- Sales

- Owndistribution channels and sometimes the

- Distribution may be digital, e.g., via Steam, or via

Corporategovernance Directors’report Financialinformation Remunerationreport

Distributors

3.2 billion
platforms on which the games are played gamers
worldwide

traditional physical retailers such as Amazon

9 B ’» & amazon
Google Play EameSInn

DoWwer to the Dlausrs
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OUR COMPETITORS

The competitive situationin the gaming industry
is obviously global and we are competing with
large and small competitors for the attention of
playersinaglobal market. Thisrequires a high
level of competencein both game development
andinthe entertainmentindustryin general. It
lays the foundation for strong brands in several
segmentsand product categories. Consolidation
has continuedinthe Swedish games market.
Large corporations such as Embracer and Still-
front Group have alarge number of subsidiaries
and therefore significant operations also outside
Sweden.

Forinvestors Corporategovernance Directors’report
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Swedish gaming industry
- 8,000 employees in Sweden

The gamingindustry, which has been
described as anew basicindustryin
Sweden, experienced strong growth
inthe 2000s. In 2021, the Swedish
computer games industry generated
around SEK 27.5 billion and employed
justunder 8,000 people in Sweden,
and Swedish game companies had a
further 11,158 employees abroad.
According to estimates based on
downloads, every fourth personinthe
world has played agame developedin
Sweden.
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Business model

Value creation over the long term
with focus on core business

REVENUE MODEL

When we own IP and the game is self-financed, we
receive all revenues (after deducting taxes and
distribution costs). If the game has been financed
by third parties, they will receive a share of the
revenue under a profit-sharing arrangement.
Whenagameisbasedon P that Starbreeze does
notown, the P owneralso gets ashare of the rev-
enue. Inthe case of self-financed games, distri-

bution and marketing costs are met by Starbreeze.

Where thereisaco-financier, these costs are
shared between the partiesinvolved.

APLATFORM TO STEP UP FROM

PAYDAY: The Heist and PAYDAY 2 have been com-
mercially successful for over adecade and have
established acommitted community. The games’
success stories have given us the opportunity to
further develop the company’'s GaaS model and
create the conditions for aworthy successor.
Unlike the previous games, PAYDAY 3 will be
released simultaneously on console and PC,
which means that even more players will be able

to benefit fromthe company’s GaaS model. Spear-
headed by PAYDAY 3, we will work to maintain our
positionasaleaderin Gaas, butalso onconsole
platformsaswell.

AFORCE TO BERECKONED WITH
Ourreturntobeing athird-party publisher means
that Starbreeze willhave awider reach with its
brand. Our high level of credibility in the market,
strong platforms and expanded publishing capa-
bilities mean we can publish fully-developed
games and broaden the games portfolio effec-
tively. Hot onthe heels of PAYDAY 3, we are planning
toreleasetwomorein-house developed games,
oneon pre-release in 2025 and the otherin 2027.
The five-year plan means that not only are we
growing with PAYDAY, but also beyond PAYDAY, giving
us the opportunity to establish ourselvesinthe
market as a diversified game developer and pub-
lisher. Games will be developed through contin-
ued close relationships with players through
Starbreeze Nebula and other channels - while
maintaining afocus onthe Games asaService
model.

Directors’report Financial information
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Strategy

Starbreeze grows together

with its community

PAYDAY 3 is a milestone in the future growth strategy to develop and publish
games that create value and revenue streams beyond the gaming experience.

Our aimis to offer more Starbreeze to more players.

We have a successful history of developing games
with strong brandsin close collaboration with our
player base. Aimost ten years after the release of
PAYDAY 2, player activity continues at record levels
andthe game generates stable cash flows. With
the upcoming release of PAYDAY 3, we are ready to
take value creation that goes beyond the gaming
experience to the next level. This work will con-
tinue to be based on building long-term, strong
player engagement by continuously delivering
new, high-quality contentin close collaboration
with our players, as well as facilitating co-created
content.

Future growth willcome from new development
partnershipsthatleverage our expertisein
Games asaService. Ouraimisto grow PAYDAY

into abroad entertainment brand with multiple
revenue-generating products onthe market, in
additiontoPCand console games with continu-
ous DLCreleases and mobile games. We also aim
togrowthe IP portfolio across our own and other
brands by continuing to strengthen both develop-

ment and publishing activities within the company.

An expanded games portfolio with strong IPs will
create the conditions that allow the community to
grow. The Starbreeze Nebula membership plat-
formwillbe animportant platform for marketing
and direct communication with the player base,
butabove all away of creating added value for our
customers through various services and collabo-
rations.
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To create value for the
company’s stakeholders
inthe short and long term,
our work is guided by four
strategic pillars.
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Developing games, IP and beyond

We are expertsincreating action-packed,
long-lasting gaming experiences for dedicated
players. Our skilled studio teams create char-
actersandstorylines that are not only engag-
ing, but also take the brand beyond the game to
create new experiences, customer environ-
ments and consequently revenue.

The place tobe

We want to offer the best and mostinspiring
studio towork at forgame developers from all
overtheworld. Thisis Starbreeze's ultimate
ambition and we will achieve thisthrough a
culture where we work as ateam. A culture and
astudio where employees have the opportunity
toevolve and achieve a balance between their
professional and private life. We believe thisis
how Starbreeze will build the best gaming expe-
riencesinthelongrun.

Forinvestors Corporate governance

Directors’report Financialinformation Remunerationreport

A co-creating community

Providing space for an enthusiastic community
that clearly contributes to the gaming experi-
enceisapowerful tool for building engagement
and strengthening relationships between play-
ers, games andthe company. Today, co-creation
includes game modding, streamers and influ-
encers, aswellas cosplay.

Games as a Service

We are committed to developing games that
engage and deliver value even many years after
theirrelease. Aplanismadeinthe early stages of
game development for how each game should be
updatedafteritsrelease, i.e.the pace at which
DLC and additional purchases should be released
inorderto enhance the gaming experience. In
addition to game add-ons, we work actively to
strengthen long-termrelationships with custom-
ers - for both PAYDAY and new brands.
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How Starbreeze w

In 2022, work continued on developing and
completing PAYDAY 3, whilst adding further value
forourplayer base in PAYDAY 2. Starbreeze's
experienced management team, stable finan-
cial position and increased studio capacity
mean thatitisin agood position to broaden

its offering to include more game titles and

2022 2023-2024 2025 and beyond

Core focus creates capacity for .aleaderin Gaas$ - build games,

peripheral gaming products over the next few growth ...into abroader IP portfolio ... IPs anc.:J value beyond the gaming
years. We will be focusing on developing new experience
IPs for the games market over the next few
years,wherethe next'majorIPafterPAYDAY'S v Ensure development and quality of - Release of PAYDAY 3 and creation of - Self-publish games, control over the
s due to be launched in 2025. Alongside this, PAYDAY 3 high LTV (life-time value) entire value chain
strategic work within our publishing activities o A N ‘ ‘ ‘
will provide an effective way of rapidly broad- @© v Continue monetization of PAYDAY 2 c NeWIPS|n producfmon(developed, - Multiple games on the market
ening the games portfolio and reaching more E fiovEnLe zeguired amdlorlicenzee) - Continuous monetization of PAYDAY 3
customers. © v i : _p_ :

@ Develop andlmplementStarbreeze Multi-IP-community . Comiert cevelepment wilh the

o Nebula - enhanced, multi-platform : : ) }

) - Establish andleverage partnerships community (co-creation)
oc community

DGRt Cross-metiis ararncis - Build franchises beyond our games

v Expand game production capabilities

v Expand P portfolio
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Third-party publishing

Starbreeze’s as a publisher

When we release The Tribe Must Survive in 2023, it will signal the start of a new publishing venture.
This venture will bring new ways for us to broaden our games portfolio, whilst at the same allow
innovative game developers to benefit from Starbreeze’s well-established channels.

Publishing gamesis not new to us, as the most
recent game published froman external game
developerwasin 2018.

Today, thereis awide range of skilled, smaller
game developerswho wanttofocus solely on
game development. Companies that currently
lack the financial strength and accessto the plat-
formsrequiredforanindividualgame toreachthe
audienceitdeserves. Starbreeze Nebula allows us
to offeradistinct marketing channel, where new
games can be communicated to our community
through cross-marketing and special deals. Star-
breeze Nebulatherefore not only adds value for
players, but also for published game developers.

Starbreeze provides security for partners not
only throughitslongandbroad experience gained

fromin-house game development, but also speci-
fically interms of co-op and multiplayer games
with aplannedlonglife. Our publishing team works
mainly with the PAYDAY brand but has the capacity
to grow and work with multiple smaller games,
whichisagoodway to scale up the organization
inorder to work with multiple larger gamesinthe
future.

The ventureisbasedon our previous experience
of being apublisher, but willbe supplemented by
new employees who will focus specifically on this.
As our publishing activities grow, our organization
will grow too, and our argument for third-party
publishingis that these activities must be scal-
able.

Directors’report Financialinformation Remunerationreport

Third-party publishingis when a publisher
publishes a game that has been developed
by an external game developer. The strength
of this form of publicationis that smaller
game developers have the opportunity to
use an established publisher’s platform to
reach out more widely with their games,
whilst at the same time broadening the
publisher’s games portfolio to include
attractive titles.

About The Tribe Must Survive

The Tribe Must Survive will be the game that
marks Starbreeze’s return to publishing
games that it has not developeditself. Set
in the Stone Age, the game is astrategy
game where players must find ways to grow
and protect their tribe from the dangers
aroundit. Ademo version of the game was
releasedin 2022 and it generated agreat
deal of interest among players. The Tribe
Must Survive was developed by German
company Walking Tree Games GmbH and will
be published on Steam Early Accessin 2023.
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Game development process

Holistic game development with the
gaming experience in focus

Starbreeze honed its game development processin 2022. A structure and approach has been established
to provide clear direction and delivery - and ultimately an enriching gaming experience for our community.

Starbreeze Studios has around 140 employees. In
2022, most of our studio, together with external
stakeholders, focused on PAYDAY 3, while a small
number of employees worked on pitches for future
potential game titlesand IPs. The development
processwas clarified during the yearin order to
find acommon way of working, the major goal
beingto get the large organization that worksin
the development of a game to work even more
closely together, and where all decisions made
along the way are made with the players’ experi-
encein mind.

Production method

Game development at Starbreeze isbased on
aclearallocation of rolesinthe development
process, where delivery goals are set foreach
roleineach phase. Creativityisencouragedin the
context of the goalsin each development cycle
through aholisticapproach to development work,

where all processes are based on the player and
the gaming experience.

Starbreeze's approach hasalwaysbeen, and
stillis, dynamic and involves cross-functional
teams where ahigh level of interaction and
collaborationis required. But the setting of clear
goalsfordelivery at all stages of game develop-
ment across all teams creates afocused work
environment where the team has greater owner-
shipandthe opportunity towork onwhat they
enjoy doing and do best. Strategic leadership
keep projects ontrackandthe game concept
intact.

Project organization

The Head of Developmentis ultimately responsible
forthe product portfolioand ensuring that proj-
ectsaredelivered successfully. The Head of
Developmentis also organizationally responsible
for collaboration within the productionteam. The

Head of Development, together with the Executive
Producer,isresponsible for each product. The
Executive Producer, together with the Design
Director, is ultimately responsible for the game’s
conceptandits communicationto all parties.
Each project alsohasaProject Leader, who has
overallresponsibility for ensuring that the game
project meetsits quality objectives, stays within
budget andis delivered ontime. Thisallows the
Executive Producer and Design Director to focus
fully on delivering the game concept.

The studiois collectively overseen by a man-
agement team consisting of a VP Studio, Head of
Operations, Executive Producer(s), and Creative,
Animation, Technology, Art, Design, Audio and QA
Directors.Each project also hasaleadership
structure for each sub-areawhere domain
experts have specialistsreportingto them. Pro-
ductionisled by Producers with varying seniority
levels.
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Game development process

A gameis born

The game development process
framework aims to create scope for
creative ideas to grow in which distinct
roles are allocated and clear goals set
for each stage of production.

Bridges between the development
processes are marked by several mile-
stones. The first milestone isreached
when the team delivers a concept from
which afungame canbe developed.
The next milestone involves ashorter
segment of the game being presented
initsintended end quality. Once an
Alphaversion of the game isreleased
internally, all the main features of the
game are finished, but not all the cos-
metic elements. These are finished in
the finalinternal version of the game:
Beta.

The process flow describes our gen-
eralapproach to game development,
but each game has unique conditions
that mean the process looks different
inindividual cases.

Pre-production

What?

Start

We identify what
the game will be,
what potential
thereisinthe
market and how
itfitsinwith the
strategy.

Define

Design and
planning

The game con-
ceptisdefined
and aclear plan
made for how

the game will pro-
duced, what it will
look like, and what
itwill contain.

Forinvestors

Demon-
strate

First playable
version

The conceptis
translatedinto a
fun game. Quality
objectives are set
and Starbreeze's
resources are
assigned based
onambition level
and audience
expectations.

Corporate governance

Production

Build

Features
completed

Allthe key
aspectsof the
game work and
the game can be
played from start
to finish. We
decide onthe
release date.

Finalize

Content finished

The whole game
canbeplayed
through andall
the contentis
finished. Only
bugs andfine
adjustmentsare
outstanding.

Directors’report

Improve

Fine-tuning

The gameisready
forrelease to
the market and
changes are only
made in excep-
tional cases.
Marketing is
stepped up.

Financial information

Live

Grow

Post-release

The game gener-
atesrevenue and
Starbreeze works
todrive engage-
mentamong the
players.Further
planning for
future DLC and
improvements to
the game experi-
ence.

Remunerationreport

Refine

Management

We ensure that
the game contin-
uestogenerate
revenue and
engagement
amongthe
players.
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The PAYDAY™ brand

Starbreeze’s flagship
to the future

Starbreeze has been strongly associated with the PAYDAY brand since 2011 when PAYDAY:
The Heist was released. Even though it is almost ten years since the sequel PAYDAY 2 was
released, the brandis gathering a bigger community than ever. With PAYDAY 3, we are
looking to offer aloyal player base new engaging experiences and at the same time

AN
>
<<
S
<
(a

introduce the PAYDAY universe to a new generation of players.

ABOUT PAYDAY
The first game inthe PAYDAY series was releasedin
2011 - PAYDAY: The Heist. The game sold more than
one million copies and development of PAYDAY 2
began shortly afterwards. PAYDAY 2 was released
in August 2013 and recovered its development
costswithinone month. The brand has now
existed for over 10 years, and has over 38 million
base games and more than 240 updates and
add-on packsonthe market.

PAYDAY represents strongIP andisapopular
first-person shooter (FPS) - a computer game
genrewhere the screen corresponds to the char-

acter’s field of vision. Firearms play a majorrole in
FPS games and have been one of several factors

thathave attracted players over along period of

time to games like PAYDAY.

PAYDAY is a classic movie-inspired action experi-
ence where playersactas abank robbersworking
alone orwith up to three other online players.
Playersare given various contracts such asrob-
bing banksin true Hollywood style. PAYDAY 2 is still
one of the most popular PC games on Steam and
canreachover 75,000 active players daily. Over the
pastnine years, the game hashad more than 240
updates, featuring a mix of free and paid content.
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The frequent updates are adistinct part of our
Gamesas aService strategy andincrease the
incentive for players to stay engaged with the
product and the experience. The contractsin
the game have ahigh degree of replay value, with
some elements constantly changing, which also
contributes to the longevity of the content that
isreleased.

PAYDAY 3, whichis due to bereleasedin 2023,
willmark the next step for the series. In 2022, the
development of PAYDAY 3 continued full steam
ahead, and most of Starbreeze Studios’ 140 or so
employees are actively working to deliver agame
thatis at leastas engaging and long-lasting asits
predecessor. The ambitionistorelease agame
that the dedicated community canrecognize
clearly, but at the same time give PAYDAY 3 a mod-
ern makeover and make the transition between
the games anaturalone.

Thisisbecause noticeable progresshasbeen
made in gaming and game development during
the tenyears that willhave passed between the
release of PAYDAY 2 and PAYDAY 3. New consoles
like PlayStation 5 and Xbox X/S with significantly
improved capacity offer new opportunitiesin
game development. To take advantage of these
opportunities, we use the powerful game engine
Unreal Engine, developed by Epic Games, in PAYDAY
3. This game engine willnot only provide a more
graphically impactful game, itsbroad user base
willmake continuousimprovements to the game

much easier toimplement, compared with PAYDAY 2.

PAYDAY 2is agre

which to build ane
over 38 million game
update the game eve
thatalmost tenyearse

PAYDAY 3

PAYDAY 2 is atleastasre

before, represents a huge
and success for us at Starb
is just as big an achieveme
Steam community too who
strate incredible engageme
continue to play PAYDAY 2

As game development has progressed, players’
demandsinterms of new gamereleases have
increased. Several games have been ground-
breakingin offering players alot of scope to cus-
tomize the gamein order to create their own world
init. Thisis something that willbe part of Star-
breeze's work to successfully introduce anew
generation of players who engage in the PAYDAY

community. Even though PAYDAY's player base
has grown continuously over the pasttenyears,
the number of active players worldwide has also
increased significantly. Introducing new heists to
the PAYDAY universeis aninspiring task that will
help PAYDAY 3 modernize the image of the PAYDAY
brand.
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PAYDAY: The Heist

PAYDAY: The Heist was released
in 2011 and immediately estab-
lishedthe brand’s positionin
the market, with steadily grow-
inginterestinthe concept
laying the foundation for the
development of PAYDAY 2. The
first game was released on
PlayStation and Steam.

History

2013

NDLN

PAYDAY 2 - released in August
2013 onPCand June 2015 on
console - is afast-paced,
four-player co-op first-person
shooter. Players again assume
the roles of Dallas, Hoxton,
Wolf and Chaininthe elusive
PAYDAY gang, as anew crime
wave ravages the city of Wash-
ington D.C. Over 200 updates of
the game have beenreleased
sinceitcame out. These
include new heists, new func-
tionalities, additional playable
characters, more weapons,
masks, costumes and new
challenges.

Sustainability
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2015

PAYDAY 2: Crimewave Edition

PAYDAY 2: Crimewave Edition was
releasedinretailand digital
marketsin June 2015. The title
wasreleased by Starbreeze's
partner, 505 games, for Play-
Station 4 and Xbox One con-
soles. Updates have been
provided onanumber of occa-
sionsandthe gameis available
for purchase digitally for con-
solesaswellasin stores.

Corporate governance

2018

PAYDAY 2 for Switch

PAYDAY 2 for Nintendo’s Switch
platform was releasedin
February 2018.

PAYDAY 2 VR

The VR version of PAYDAY 2 was
releasedinMarch 2018 and is
part of the main game on
Steam.

Directors’report

2021

PAYDAY Crime War

PAYDAY: Crime War is the ongo-
ing development project of
the mobile game in the PAYDAY
series, licensed to PopReach
Corporation. Expectedlaunch
isduring 2023.

PAYDAY 3

PAYDAY 3is our next gameinthe
PAYDAY series. The game will be
releasedin 2023.

Agreement with PLAION

Starbreeze and PLAION signed
aco-publishing agreement for
the release of PAYDAY 3.

Launch of SB Accounts

Starbreeze Accounts was an
important stepinthe devel-
opment of a dedicated player
platform for current and future
players.

Financial information

Remunerationreport

2022

Launch of Starbreeze Nebula

The new membership platform
- Starbreeze Nebula - was
launched in December 2022 as
acontinuatio on the develop-
ment of Starbreeze Accounts.
This platform extends the
funcitonality for all Starbreeze
games.
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Community

Starbreeze Nebula
- our membership platform

The opportunity for players to deepen their experience of our game portfolio was updated at the
end of 2022. Starbreeze Nebula builds on our ambition to create a strong community between
Starbreeze and its players. At the end of March 2023, the membership platform attracted
approximately 400 000 affiliated players.

Starbreeze Nebula updated its graphic profile in
December 2022 establishing a clear channel for
communicating with our players. The member-
ship platformwas born out of its predecessor
Starbreeze Accounts, but aims higher and has
more features.

Players canreceive rewards for progressin
their gameplay through Starbreeze Nebula,
including new cosmetic add-ons. The rewards
vary andinclude cross-title promotions, for
example, where aplayer performs tasksinone
game andisthenrewardedinanother. The reward

systemis one example of the new opportunities
offered by Starbreeze Nebula for marketing the
entire Starbreeze game portfolio. Starbreeze
Nebula also opens up opportunities for
cross-platform gaming (cross-play).

One of the long-term ambitions with Nebulais
to provide the opportunity to transfer progress
withinagame onone platformto another platform.
Allthings considered, our ambition and hope with
Starbreeze Nebulais that players willbecome
aware of more Starbreeze titles, and also that
itwill help extend the life of each game.
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Until Starbreeze Nebula was introduced, the
opportunities to capitalize on the strength and
size of our entire community were limited. Intro-
ducingthe platformhas created new commercial
opportunities allowing us to communicate news
about our game portfolio directly to players via
Starbreeze Nebula's landing page, and market
titles directly viaNebula or by email. This means
that Starbreeze Nebulais not only a powerful tool
forustocommunicate with our players, but will
also help make Starbreeze an attractive publisher
of third-party games.

Currently, Starbreeze Nebula canbe linked to a
player's Steam account making Nebula available in
connectionwith PCgames. With the launch of PAY-
DAY 3in 2023, Starbreeze Nebula will be available for
multiple platforms, including PlayStation and Xbox.
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“From a commercial perspec-
tive, it’s superimportant to
keep track of your user data-
base. Hundreds of thousands
of players play our games each
month and until Nebula we had
no way of talking to them out-
side social media. Now we have
agreat chance toreach them”.

Sustainability Forinvestors Corporate governance

Starbreeze - biggest on Steam

In2022, we had more than 8 million
community members, and at 8.6 million
members, the Starbreeze community is
the platform’s largest. It has been the
largest since 2018. The PAYDAY 2 forum is
also the platform’s largest. Steamis our
most important platform for game sales
and digital distribution. The number of
members clearly demonstrates the pop-
ularity of our products, but also provides
an opportunity forinteraction with our
players on Steam. The close dialog has
resultedin us developing some of the
add-on packs that the members appre-
ciate the most.

Directors’report
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Breakdown of Starbreeze’s revenues
from Steam by regionin 2022

Asia 18%

Latin America 5%

North
America 45%

Oceania 3%

Middle East &
Africa 2%

Europe 28%
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TheKknowley, Youtuber and PAYDAY partner

“After all these years,
the PAYDAY 2 community

Is still growing”

For those who don’t know you already, can you
tell us who you are?

My name isHarry, but I'm better known online as
TheKknowley. I've been creating content for PAY
DAY 2 since the 2013 beta version. I've spent thou-
sands of hours onthe game, butI'm probably best
known for creating the Story of Payday series
which culminatedin a four-hour video explaining
the brilliant story behind the gamel

Why do you play PAYDAY?
Thereason|play todayis very different from the
reasonwhy | started playing almost ten years ago.

TheKknowley

lwas initially drawn to the cool esthetics, unique
characters and opportunities to collaborate.
These days, what really keeps me hooked is the
seemingly endless ways to play through the game
andallthe new challenges the game continues to
offer with each new update.

How do you collaborate with Starbreeze today?
I've been lucky to receive support from Starbreeze
since 2014 when some of the first content creator
initiatives were launched. I will never forget the
day my name was immortalized in the game on a
billboardinthe “The Diamond™ heist. I now have an

Financial information

Remunerationreport
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even more active relationship with many members
of the team, who have been directly instrumental
inhelping me complete my more ‘research-heavy”
video projects! And of course, | can always count
onsupportfromthe developers when discussing
my content on social media - especially from PAY-
DAY Twitter Man!

What is it with PAYDAY Twitter Man?

We stick together like birds of afeather! Irecently
asked how the world would be without PAYDAY Twitter
Man. The consensus was that it would be "amuch
darker place’. Itendto agree.

For those who don’t know, who is PAYDAY
Twitter Man?

He's notjust aray of sunshine on social media,
he's also the heart of PAYDAY's online community.
Hisroleisto spread the PAYDAY gospel by sharing
contentfromacross the internet and adding
weight to the voices of PAYDAY creators on Twitter!

In 2023, PAYDAY 2 will enter its 10th year. What
do you think makes the game still so successful
among the player base?

PAYDAY 2 is quite simply a timeless title. Everything
that was good about the gamein 2013 is still good
today. It's one of the few games out there that has
agame structure that upstagesall the technolog-
icaladvances made by the gaming industry as a
whole over the years. Heisting will always be fun.
Flying helmets will always go over bigand the char-
acterswill always be iconic. We're also lucky to
have ateam of developers that has supportedthe
game with consistent updates over the years, and
I should also mention our highly talented modding
community, which limagine will be coming up with
new stuff for another decade to comel

Starbreeze’s launch of Starbreeze Nebula
raises the level of ambition for the member
platform. How would you like to see the plat-
form evolve?

So far, the addition of Twitch Drops to the account
systemhas been brilliant for both streamers and
viewers.|would like to see this expand. Of course,

lwould also love to see the platform evolve into
an engine that brings PAYDAY into the cross-play
world, andfinally brings PC heisters and console
heisters together!

What’s the mood like in the PAYDAY community
these days and what are people talking about?
[t'shard tobelieve, but after all these yearsthe
PAYDAY community is still growing and | have felt
the excitement building since 2019. PAYDAY 3 has
justbeenawhisperforaslongaslcanremember,
but nowit'stemptingly close and we can't wait to
see more of it!

Finally, the elephantin the room, PAYDAY 3.

It willbe releasedin 2023. How excited are you,
based on what you already know?

Atthe moment | know justenough to start specu-
lating about the game, but not enough to allow me
to speculate wildly about anything lwantto. Canit
getmore excitingthan that? Let’'s see what the
teaser trailer does tome.
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Employees

The place to bel

Engagement comes from freedom, creativity and involvement. In order to grow as a company, we must support
eachindividual employee and allow them to grow and develop at Starbreeze. Action creates culture, and at
Starbreeze we work on the basis of the following behaviours:

Smarter Together Accountability

We use our different experiences, skills and We are committed and hold ourselves and
backgrounds to achieve the best possible others accountable for delivering great
results. results.

Learn & Develop Enabling creativity

We learn from our mistakes - giving and We explore new ideas and opportunities
receiving feedbackis part of our day-to-day through fun, passion and creativity.

routine.
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Starbreeze depends on the creativity, knowledge
andengagement of its employees to create great
experiences forits playersand community, and to
contribute to profitable and sustainable growth.
We offer stimulating challenges and an open and
creative workplace with dedicated employeesin
amultinational and multicultural environment.

Starbreeze's head office isin Stockholm, and
the majority of the company’'semployeesare
basedthere. We have studiosin Stockholm, Paris,
BarcelonaandLondon. The company strength-
enedits organization during the year through 27
new recruitments, which means that the business
isgrowing in order to accelerate the development
of several games for PC and console. A total of
more than 30 different nationalities are repre-
sented at Starbreeze.

Working together andinteractionis key
Starbreeze is an organization where employees
assume responsibility and meet challenges
through working together andinteracting
throughout the product development process.
The company operates under a modelwhere each
specialistareaordisciplineisresponsible forits
own areas of expertise across all products,
ensuring attention to detail and solving design
problemsusing its combined expertise. Thisis
doneincross-functional groups by focusing on
problem solving where quality is a high priority.
This model makes the most of the company’'s
senior development expertise, while allowing

the company to take advantage of the instincts
of young developers who are at the heart of the
product'suser base at the same time.

In 2022, Starbreeze introduced a new remote
working policy. This policy ensures that we con-
tinue tobe amodernworkplace with a flexible
working environment. The starting pointis that
employees should work from the office, but differ-
entdegrees of remote working are possible
depending on the individual employee’s circum-
stances. At Starbreeze, we are extremely experi-
encedin offering adigital workplace, but we also
see that physical meetings are key to successful
creative processes.

There were 165 employees as at December 31,
2022 (138). The average age was 43 years (40) on
the same date, and the gender breakdown was
84 percent (82) men and 16 percent (18) women.
In2022, we continued to focus on training initia-
tives for everyoneinleadership positions at
Starbreeze.In 2023, there willbe an emphasis

Starbreeze - for a stimulating and sustainable
work life

Starbreeze offers aworkplace thatis physically,
mentally and socially safe and stimulating for all
employees, where risks of work-related injuries
andillness are prevented. We continuously evalu-
ate our effortsinthe area of health and safety in
order to make constantimprovements to our
management of the daily work environment. Moni-
toringandimproving the working environment is

Directors’report Financialinformation Remunerationreport

More women in the gaming
industry

In 2022, atotal of 1,775 womenin
Sweden worked in games devel-
opment. This corresponds to 22.1
percent of the industry as awhole.
Thisis 345 more thanin the previous
year. The number of womenin
Swedish-owned game companies
abroadincreased even more, by
51percent. Gender distributionis
currently atits most balancedin
game development companies that

specialize in VR and mobile platforms.
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anintegral part of all activities within the com- @ \Varket-based salaries andincentive
pany.Employees needto know not only what risks schemes (LT)
exist, but also how to avoid them.

At Starbreeze, we continuously work with diver- @ Opportunities foradvancementand
sity, equality and development opportunities for career development

allcoworkers. This has a high priority among all
managers, and equality issues are considered and
carried outin the daily work There are three funda-

® skillsdevelopment, both at managerial
mental goals for Starbreeze’'s gender equality ® Aworkplace with an openatmosphere,
[

and employee level

work: positive attitude and strong camaraderie

® Allemployees’skills shallbe nurtured and A multinational and multicultural work-
utilized place offering excitinginteraction and

: new perspectives
® Allemployees must be giventhe same Persp

working conditions and opportunities for @® Opportunities to develop skills through
advancement collaborationwith colleagues from many
. different countries, cultures and back-
® Allemployees must be giventhe same ds
opportunities to combine work and family eroun
life @® Afocusonmentalandphysical health
through individual and collective initia-
Starbreeze attracts, retains and motivates tives

employees through fair pay and benefits. Salaries
are setindividually, taking into account the nature
and complexity of the position, and the employ-
ee's gualifications and performance. Pay and
benefits areinline with applicable laborlaw and
collective agreements.
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Fredrik Malmqvist
VP Studio

Development
team

Number of employees as at December 31, 2022

Sustainability

Mats Juhl
CFO

Finance team
IR
IT
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Tobias Sjogren

CEO

Petra Takeva Karin Sigge

VP Franchise VP Human
Resourches

Marketing & HR team

Business

Development
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Staffan Nystrom

VP Publishing

Publishing

Average number of employees

Remunerationreport

Country Total Full year 2022 Full year 2021 Full year 2020 Full year 2019
Sweden 144 Average number of employees 154 135 123 331
France 16 Number of employees at end of year 165 138 124 127
Spain 3 Average age, years 42 40 37 34
UK 2 Net sales per employee, SEK thousand 827 931 959 846
Total 165
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Filip Blom, Art Producer at Starbreeze

“We can push the boundaries

of what’s possible”

What is your role at Starbreeze?

I'man ArtProducer at Starbreeze. Generally
speaking, this means that| oversee the creation
of the visual elementsin our games, such as char-
acters, weapons and environments. lalso head up
large parts of our Art Outsourcing pipeline, which
involves negotiating with potential partners, but|
also make sure that cooperation with our existing
external colleaguesisas goodasitcanbe.

What made you decide to work for Starbreeze?
When lwas in high school, | started graphically
modifying games, which later led me to apply for
athree-year game development course in Stock-
holm to hone my skills further.lhad long been a

Filip Blom

fan of Starbreeze games, and joined their recruit-
ment service while lwas a student. When a suit-
able position was advertised at the end of 2017,
lapplied foritright away and got aninterview.

So that'showlended up getting my dream jobl!

There’s alot going on around PAYDAY 3 now.
Based on your role: what are you most excited
about?

llook forward to seeing how we can tieit all up
together with PAYDAY 2. The game has a long history
and faithful followers, so we need to manage it
well. But of courseI'm also looking forward to
releasing a new PAYDAY in a new game engine for
allour fans after tenyears. This feeling is mixed
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with terrorthough about releasingasequeltoa
game that's gone so extremely wellandis as much
appreciated as PAYDAY 2 is!

What’s it like working in such a big team on
asingle product?

Working with alarge team of developers onasin-
gle product can be both challenging and reward-
ing. Onthe one hand, having many talented indi
viduals working together leads to faster progress
and a high-quality product. Many perspectives
andideas coming together means we can push
the envelope and create truly exceptional experi-
ences.On the otherhand, it can be difficult to
coordinate and lead such alarge team, and good
interpersonal skills are required. But I think we've
found our way through this, and most of all | see
the benefits of working with alarge team of devel-
opers.

Whenis being at Starbreeze most fun?

It's fun most of the time as we have alively and
collaborative working environment where we are
constantly working on exciting and innovative
projects. Whetherit's attending studio events
or social gatherings, or simply enjoying time with
all of our wonderful team members who come
from all over the world. There's never a dull
moment at Starbreeze. Iwould also like to stress
that Starbreeze really prioritizes work-life bal-
ance. This means that everyonein our team can
enjoy arewarding private life outside of work as
well.
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Sustainability

A sustainable and responsible
game player

As agame developer, Starbreeze isresponsible for how its products and the company’s game develop-

ment affect the environment, the climate, people and society in general. We are committed to ensuring

aresponsible approach and behavior both within our own operations and in the value chain.

Corporate governance

Sustainability, based on social, environmental and
economic responsibility, underpins our business.
Our vision, mission, values, code of conduct and
othergovernance documents guide employees
and managersintheir day-to-day and strategic
work, and cover HR and social issues, humanrights,
the environment and anti-corruption. Starbreeze’s
management teamisresponsible for the compa-
ny’'s sustainability work, where the buck stops with
the CEO.

Environment and climate

The gameindustry has arelatively lowimpact on
the environment and climate, since most opera-
tions are carried out digitally,and games are dis-

tributed primarily through digital channels. Our
greatest environmental and climate impact
comes fromthe energy consumption of server
rooms and business travel by air.

Server operation and digital distribution

Most of our products are sold via downloads. We
seek to promote sales through digital channels
overretail salesin stores, as digital management
reducesimpact on the climate. Running servers
and hardware has an environmental and climate
impact, and the company actively seeks more
climate-friendly server rooms and other solutions
inorder to minimize the company’'s negative envi-
ronmental and climate footprint.
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Business travel
We aim wherever possible to replace physical
traveland gatherings with digital alternatives,

such asdigital conferences and meetings.In 2022,

we producedabusinesstravel policy to ensure
that our employees use the most sustainable
travel solution available. The policy states that
priority must be given to transport with the least
possible climate impact. The challenge for uslies
mainly in flights to the USA, where most global
trade fairs and game development conferences
take place.

Facilities

Starbreeze rents allits premises, which means
limited opportunities forinfluence and control
over things such asthe proportion of renewable
electricity, waste management andrecycling
options. We engage in active dialog with our land-
lordsto ensure that our premises are as environ-
mentally and climate-friendly as possible, and
have associated services.

Employees

Starbreeze is a skills-based company, where the
success of the company depends on well-being
and creative employees. Our goalis to be a model
workplace and employerinterms of diversity,
engagement and career opportunities.

Employeesin several countries
We have employeesin several countries, anditis
of the utmostimportance that we conduct our

business fairly and transparently, showing
respect forlocal practices. Our governance
documents apply to allemployees and we comply
with alllaws and regulationsin the countriesin
which we operate.

Health and safety
The goal of Starbreeze's health and safety efforts
isto create asafe and health-promoting work-
place. Active measures are in place to prevent
risks of physical and psychosocial occupational
illnesses. We continuously evaluate initiativesin
ordertoimprove our day-to-day work.

The game developmentindustryis character-
izedlargely by sedentary work and often by a
high level of stress. We launched several different
initiativesin 2022 designed toincrease physical
activity and reduce the risk of work-related
stress. We delivered leadership courses aimed at
psychosocial health, lunch lectures for all staff
onvarious health-promoting subjects, such as
self-leadership. We alsoissued a health challenge
to all staffinallthe countriesinthe form of an
app-baseddigital wellnessinitiative. Another
example of ourinitiatives aimed at ensuring crea-
tivity and health-promoting working methods was
theintroduction of “focus time”between 8.30 and
16.30 during busy periods, when no meetings
could be scheduled, and employees were given
the opportunity to focus fully ontheir respective
tasks.

In 2022, we worked on adjustingto areturnto
more office-based working after afew years of

Directors’report Financialinformation Remunerationreport
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working from home due to the pandemic. In 2022,
we developed policies and guidelines for working
fromhome and hybrid meetings, which apply to all
employees.

Diversity, equality andinclusion

We value all our colleagues and prospective
colleagues equally, regardless of gender, trans-
genderidentity or expression, ethnic origin, reli-
gion or other belief, disability, sexual orientation
orage.ltisimportantthat noemployee feels
discriminated against orintimidated, and we
have zero tolerance for this.

Our diversity and equality work aims to create
aninclusive andinformed culture, bothamong
employeesandinthe businessrelationships and
activities that we initiate and conduct. We have
employed more women inthe company inrecent
years as aresult of our systematic work.

Starbreeze carries out anumber of different
types of initiatives and activitiesin this area. When
conferences are arranged, for example, we try as
faras possible to ensure awide range of speakers
based ondifferent factors such as gender.

Attractandretaintalent

Thereisashortage of game developersin Swe-
den, which means that the ability to attract and
retain talentis akeyissue for Starbreeze.In order
to attract skills, we worked actively in 2022 to
ensure awell-functioning recruitment and

onboarding process. Thisresultedinagreater
number andwider range of applicants.

To ensure that talented employees stay with us,
we focus on offering good career opportunities
and scope for personal development, regardless
of whereinthe organization the employee works.
See the Skills development section for more infor-
mation.Employee surveys are conducted twice a
year and pulse measurements followin between
tomeasure and monitor employee engagement
over time. This fall's (2022) employee survey
returnedahigh score for the engagement KPI
eNPS showing a high level of employee engage-
ment.

Skills development

The technical skills of Starbreeze's game develop-
ersisensuredthrough avariety of skills develop-
ment training courses. Good leadershipis key to
ensuring that the business functions optimally,
andthat employees’ well-being and engagement
are maximized.In 2022, all staff completed training
in self-leadership delivered by external parties.
A'management meeting focusing on learning and
development has also been held; this work will
continue during 2023.1n 2022, an assessment
activity was conductedfor all staff, and in Decem-
ber aconference was held for all staff onthe
theme of enabling creativity. The presentations
given at this conference covered various topics,
including master suppression techniques.

Directors’report Financialinformation Remunerationreport

"Our workplaces must be defined by
job satisfaction, development and
competent colleagues. Motivation,
engagement, clarity and cooperation
are behaviors that define our culture.”

Karin Sigge, VP Human Resources
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Social commitment

Taking social responsibility and contributing to
the positive development of society where it can
isimportant to Starbreeze.

Our strongest game brand, PAYDAY, has an age
limit of 18, which means that we are unable to take
oninternswho are under 18. Consequently, we
have no close practical partnerships with high
schools, but we do have partnerships with univer-
sities and collegesin Sweden. Starbreeze, and
specifically the CEQ, regularly speaks at various
different labor market days and other events
linked to Swedish universities and colleges.

As aresult of Russia'sinvasion of Ukraine, we
offered game developersinbothRussiaand
Ukraine employment with Starbreeze in Sweden.
Five peopleinallchose to move to Sweden with
ourhelptowork forthe company.

Business ethics

Our operations are defined by good business eth-
icsinallaspects of our operations and business
activities. Applicable laws, regulations and stan-
dardsare complied within the countries in which
we operate.

Anti-corruption and fair competition
Our Code of Conduct sets out the basic principles
forhowthe company should do business. This

Code provides anethical compass foremployees,

the organization and its partners and suppliers.
[tincludes regulation of how we and our partners/

suppliers should act withregardto corruptionand
bribery, and promote fair competition.
Allemployees and managers read and sign the
Code of Conduct as part of the recruitment and
onboarding process. Each managerisresponsible
forensuring that the Code of Conductis followed
ineveryday practice by members of their team.

Good marketing

We follow the regulations and recommendations
inforceineach geographical market for the label-
ing and marketing of games. The company follows
the EUand USPEGIand ESRB rating systems for
contentandage limits. Marketingis ethical, accu-
rate, honest andreflects generally accepted
social product standards.

Humanrights

Supporting and abiding by humanrightsis seen as
amatter of course, bothin our own operations
andinthe value chain.

We consider the risk of not abiding by human
rightsin our own operations to be low, given that
we actively follow a Code of Conduct and adhere
to corevalues, and that we consciously avoid risk
geographies. We only conduct own operationsin
countries where employees have good protection
under nationallaborlaw, and thisincludes the
working environment.

Thereis always arisk that our partners and
suppliers operate inrisk geographies. In order to
avoid any possiblerisk of partiesin the supply
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chainviolating humanrights, we impose contrac-
tualrequirements which are based on the Code
of Conduct and national laws and regulations.

Risks
Ourrisksrelated the business arereportedin the
Risk section on pages 40-41.

About the Sustainability Report
The Sustainability Reportrelates to the financial
year January 1- December 31,2022 and concerns
Starbreeze AB and all the subsidiaries within the
Group. The Board of Directorsis responsible for
ensuring that the Sustainability Report has been
preparedinaccordance with the provisionsin
Chapter 6 of the Swedish Annual Accounts Act.
The Sustainability Reportisincludedinthis
document, which alsoincludes the company’s
statutory financial statements for 2022.
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Risks and uncertainties

Starbreeze’s approach to internal control and risk management is described in the Corporate Governance

Report. The most material business risks for Starbreeze are described below, in no particular order.

Risks related to external developers
Starbreeze’s publishing activities are dependent
onthe studioswho produce the contracted work
honouring the agreements entered.

Project delays

Delays can occur to bothin-house projects and
projects where external partnersare managing
the development. Completion of aproject may
alsorequire more resources than originally esti-
mated, in which case the costs will usually have
tobeborne by Starbreeze, particularly in the
case of in-house projects.

Low revenues whenreleasing games or

other products

Whenever new games or projects are released,
thereisarisk that they willnot be well received by
the market. This applies to self-financed projects
as well as games where Starbreeze actsas the
publisherand provides a significant proportion of
the financing. Capitalized development expendi-
ture may have to be impairedin such cases.

Key-person dependency

Starbreeze is aknowledge-intensive company
andis dependent onits ability to continue to
recruit, train and retain several keypersons to
achieve success across all functions at the loca-
tionsinwhichitoperates.Important knowledge
includes commercial experience, an understand-

Directors’report Financialinformation

ing of player preferences and expertise in game
development and technology. The businessis
also dependent onkeypersons at management
level.

Financing needs and capital

Inthe context of Starbreeze’s operations, reve-
nues are often spread unevenly over time, which
affectsliquidity. Consequently, there is arisk that
the company willneed to be capitalizedin the
future. Thereis also arisk that, atany given time,
the company may not be able to raise additional
capital or that it may not be raisedinamanner
thatis favourable to existing shareholders. The
company considers that the going concern
assumptionis met. For more information, see
Note 3D.

Remunerationreport
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Intellectual propertyrightsissues

Intellectual propertyis asignificant part of Star-
breeze's assets, mainly in the form of copyrights
for proprietary games and software, publisher
licenses for gameswhose rights are owned by
third parties, patents and patent applications,
trademarks, and company-specific knowledge
and expertise. Itis therefore of greatimportance
that the assets developed within the Group
remain the property of Starbreeze. Thereis also
arisk that third parties may infringe the compa-
ny'sintellectual property rights or that the com-
pany may infringe others’intellectual property
rights.

Currencyrisks

Starbreeze operatesinaninternational market.
Alarge percentage of Starbreeze'srevenueis
earnedin USD, while costs are primarily in SEK
andin EUR. Starbreeze is therefore exposed to
currency market fluctuations and changesin
exchangerates.

Risk of impairment of goodwill and
otherintangible assets

The consolidated balance sheet consists largely
of goodwilland other intangible assets totalling
SEK 554.8 million as of December 31, 2022.

Sustainability Forinvestors Corporate governance

Risk

Starbreeze continuously monitors relevant cir-
cumstances affecting the company’'s business
and general financial position and the possible
impact such circumstances may have on the valu-
ation of the company’'s goodwilland otherintangi-
ble assets.Itispossible that changesin such cir-
cumstances, orinthe many factors that the
company considers in making judgments,
assumptions and estimatesin connectionwith
the valuation of goodwill and otherintangible
assets, may require the company torecord
impairmentlosses on goodwilland otherintan-
gible assetsinthe future.

Riskrelated to convertible loan

The Company's current convertible loan and rene-
gotiationdebtinclude the condition that certain
financial ratios must be maintained over the term
of the loan. The Company has undertaken not to
pay a dividend exceeding SEK 0.15 per share per
year, to maintain at least SEK 360,000,000 as total
equity, to ensure that the Company's operating
profitinrelation to net financial expenses for cer-
tain periods does not fall below the ratio of 1.0 and
tomaintain aratio between total equity and total
equity including interest-bearing liabilities of 0.51n
accordance with the most recently issued annual
report. This limits the Company's ability to raise

Directors’report Financialinformation

additionalloansandthe ability to pay dividends.
The Holder of the Convertible Note has the right to
requestimmediate repayment of the Convertible
Loanincluding accrued unpaidinterestandthe
renegotiation debt, including (i) in the event of a
breach of these commitments regarding financial
ratios, (ii)in the event of a certain defined change
of controlinthe Company, (iii) in the event that the
Company's shares are delisted from Nasdaq
Stockholm, (iv)inthe event that the Company is

to gointoliquidation or (v) if Starbreeze does not
repay overdue debtin another financing.

Remunerationreport
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Shares and shareholders
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The Starbreeze share has been listed on Nasdaq Stockholm in the Small Cap segment since October 2, 2017. The shares are traded
under the tickers STAR A and STAR B with the ISIN codes SE007158928 and SE0005992831. At the end of the year, the closing price was
SEK 1.56 (1.01) for class A shares and SEK 1.58 (1.00) for class B shares, and their combined market cap was SEK 1,140 (726) million.

Share capital

According to Starbreeze's Articles of Association,
share capital must be noless than SEK 7,000,000
and no more than SEK 28,000,000. The number of
shares must be noless than 350,000,000 and no
more than 1,400,000,000. There are two classes

of shares - class Asharesand class Bshares.
According to the Articles of Association, owners
of class Ashares canrequest that they are con-
vertedinto class B shares. The Articles of Associ-
ation do not contain any specific provisions
regarding redemption. All shares are freely trans-
ferable. AsatDecember 31,2022, the number of
outstanding shares was 724,609,266 (724,609,266),
eachwithaquotient value of SEK0.02, correspond-
ing to ashare capital of SEK 14,492 thousand (14,492).
AsatDecember 31,2022, the number of class A
shareswas 166,261,344 (166,371,768) and the number
of class B shares was 558,347,922 (558,237,498). One
class Ashare carries tenvotes and one classB
share carries one vote.

Each shareholder with voting rights may vote at
the Annual General Meeting for the full number of
sharesthey ownandrepresent shares without any
limitation on votingrights. All shares carry equal
rightstoasharein Starbreeze's assets and profits.

Shareholders

Starbreeze had 32,298 shareholders (32,085) as at
December 31,2022, of which 18.6 percent were from
outside Sweden.

Performance of Starbreeze Class A and Class B shares from January 3, 2022 to December 30, 2022

SEK

1,5

0,5

Jan Feb Mar Apr May

M Class Ashare M Class B share

Jul Aug Sep Oct Nov Dec
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Largest shareholders as at Shareholders Class Ashares Class B shares Total Holding, % Votingrights, %
December 31, 2022 Digital Bros S.P.A 61,758,625 24,890,329 86,648,954 11.96 28.93
SwedbankRobur? 20,360,306 86,655,786 107,016,092 14.77 13.07
Forsta AP-Fonden 15,590,358 58,000,000 73,590,358 10.16 9.63
Fjarde AP-Fonden 21,241,790 1,400,000 22,641,790 312 9.63
AvanzaPension 4,018,821 43,313,658 43,513,700 6.53 3.76
AllbaHolding AB 2,928,499 0 5,170,000 0.40 1.32
Michael Hjorth? 2,858,210 290,600 2,998,810 0.42 1.30
Nordnet Pensionsférsakring AB 1,421,391 13,692,598 14,982,574 2.09 1.26
Bengt Westman 1,104,360 3,181,614 3,768,768 0.59 0.64
Swedbank Forsakring 261,378 7,589,814 8,070,572 1.08 0.46
1) Swedbank Robur consists of Ny Teknik BTI. Others 34,717,606 319,333,523 356,207,648 48.90 30.00
2) ViaIndian Nation Aktiebolag. Total 166,261,344 558,347,922 724,609,266 100.00 100.00
Distribution of shares, December 31,
Number of
2022, grouped Holding shareholders Number of shares Holding, % Voting rights, 7%
1-500 13,365 2,129,402 0.29 0.32
501-1000 3,955 3,118,125 0.43 0.43
@ swedish private investors, 46.3% 1001-5000 7,998 20,192,980 2.79 2.48
@ Financial services firms, 31.4% 5001-10000 2,668 20,058,060 277 2.14
@ Unknown investors, 2.4% 10001-20 000 1,855 27,172,633 3.75 2.72
@ Foreign shareholders, 2.2 20001- 2,457 634,193,962 87.53 90.80
(@il enilifes, TP Unknown holding size 0 17,744,104 2.44 110
Total 32,298 724,609,266 100.00 100.00
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Share capital history Increasein Total Increasein Total Quotient value
9 As at January 1, 2015, the company’s registered Ar Transaction share capital share capital number of shares shares (SEK)
_(CU share capitalamounted to SEK 2,899,707 divided 2015  Newshareissue 1,449,853 4,349,560 72,492,662 217,477,987 0.02
) into 144,986,325 shares, each with a quotient value 2015 Newshareissue 203,462 4,553,022 10,173,120 227,651,107 0.02
) OrEESULE stisseg il inereliening ohenige 2015  Exercise of warrants 54,200 4,607,222 2709,984 230,361,091 0.02

L in share capital have taken place:
- 2016 New share issue 799,155 5,406,377 39,957,732 270,318,823 0.02
2016 Exercise of warrants 132,218 5,538,594 6,610,890 276,929,713 0.02
2017 New share issue 41,576 5,580,170 2,078,781 279,008,494 0.02
2017 Exercise of warrants 80,589 5,660,759 4,029,447 283,037,941 0.02
2018 New share issue 818,596 6,479,355 40,929,778 323,967,719 0.02
2018 Exercise of warrants 26,557 6,505,911 1,327,836 325,295,555 0.02
2019 Conversion of convertible loans 81,446 6,587,357 4,072,295 329,367,849 0.02

2020 New shareissue 7,904,828 14,492,185 395,241,417 724,609,266 0.02
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Corporate governance

report

Generalinformation about corporate
governance

Starbreeze is a Swedish limited liability company
thatislisted onNasdaqg Stockholm. Starbreeze’s
corporate governanceis basedonNasdaqg'srules
forissuers, the Swedish Corporate Governance
Code (the "Code"), the Swedish Companies Act,
good stock market practice, the company’'s Arti-
cles of Association, internal governance docu-
ments and other applicable laws, regulations
andrecommendations.

Theinternal controldocuments mainly com-
prise the Board's rules of procedure, the CEQ’s
instructions, instructions for financial reporting,
and the authorization and financial policies.
Starbreeze also has anumber of policy docu-
ments and manuals containing rules and recom-
mendations, which set out principles and provide
guidance for the company’'s operations and forits
employees.

Companies applying the Code are not obliged
to comply with every one of the Code’'s rules at all
times. If the company finds that a particularrule is

notappropriate in that company’s particular cir-
cumstances, the company may choose an alter-
native solution, provided that the company then
disclosesthe deviation and the alternative solu-
tion (inaccordance with the “comply or explain”
principle). Starbreeze has applied the Code since
October 2, 2017, when the company was listed on
Nasdag Stockholm.

General Meeting of Shareholders

Shareholders exercise theirinfluencein the com-
pany at the General Meeting of Shareholders,
whichisthe company’'s highest decision-making
body. Any shareholder who, on the record date for
the General Meeting, is enteredin the share regis-
terkept by Euroclear Sweden AB and registeredin

aCSDregister or CSD accountis entitledto attend,

in person or by proxy. The general meeting of
shareholders may passresolutions onallmatters
concerning the company which do not expressly
fallwithin the exclusive competence of another
corporate body underthe Companies Act orthe
Articles of Association. The meeting may, for the

Corporate governance structure

External audit

Audit Committee

Shareholders

General meeting
of shareholders

Board of
Directors

Company
management
team

Nomination
Committee

Remuneration
Committee
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share capital, amend the Articles of Association
orliquidate the company.In the case of new share
issues, convertible bonds or warrants, the gen-
eral meeting of shareholders may authorize the
Board of Directors to decide on theissue, in addi-
tiontotaking the decisionitself. Each share-
holder, irrespective of the size of their sharehold-
ing, has the right to have a specific matter dealt
with at the General Meeting. Shareholders wishing
to exercise thisright must submit a written
requesttothe company's Board of Directors.
Suchrequests mustnormally be received by the
Board of Directors in sufficient time for the matter
tobeincludedinthe notice convening the General
Meeting.

The Annual General Meeting (AGM) is held annu-
ally within six months of the end of the financial
year. The meeting’'s chairis nominated by the
Nomination Committee and elected by the meet-
ing. The tasks of the AGM include electing the
company’'s Board of Directors and auditors,
adopting the Group’'s and the company’'s balance
sheetsandincome statements, decidingon the
appropriation of the company’s profit orlossin
accordance with the adopted balance sheet, and
discharging the Board members and the CEO from
liability. The AGM also decides onthe feestobe
paidto the members of the Board of Directors and
the company’s auditors.

AnExtraordinary General Meeting (EGM) may
be convened by the Board of Directors when the
Board of Directors considers that there isreason
tohold ameeting before the next AGM. The Board

Directors’report Financialinformation
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of Directors must also convene an EGM when an
auditor orashareholder holding more than ten
percent of the sharesinthe companyrequests
inwriting that ameeting be held to consider a
specific matter.

Notice of the general meetingis publishedinthe
Post- och Inrikes Tidningar (Official Gazette) and
onthe company’'s website. At the time of conven-
ing the meeting, information that the meeting has
beenconvenedis published in the Dagens Industri
newspaper. Notice of AGMs and EGMs at which
amendments to the Articles of Association are to
be considered areissuedno earlier than six (6)
andnolaterthan four (4) weeks before the Gen-
eral Meeting. Notice of other EGMs are issued no
earlier than six (6) weeks and no later than three
(3) weeks before the General Meeting. The meeting
minutes will be available onthe company’'s web-
site nolaterthan two weeks after the meeting.

The AGM for the 2022 financial year was held on
May 12,2022. The next AGM is scheduled to take
place onMay 11,2023,

Nomination Committee

OnMay 13,2020, the AGM resolved to adopt a
procedure for the appointment of aNomination
Committee for future AGMs.

According to this procedure, the Nomination
Committee shall consist of the Board Chairand a
maximum of four members, who shall be
appointed by the largest shareholders or groups
of shareholdersinterms of voting rights. The four
largest shareholdersintermsof voting rights

based onthe company’s list of registered share-
holdersas at the last business day in August,
provided by Euroclear, will be contacted. Share-
holderswho are not registered with Euroclear and
who wishto berepresented onthe Nomination
Committee must notify the Board Chair no later
than September 1, and provide proof of ownership.
Forthe purposes of determining who constitutes
the fourlargest shareholders in terms of voting
rights, a group of shareholders shallbe deemedto
constitute one shareholderifthey (i) have been
groupedtogetherinthe Euroclear system or (ii)
have publicly disclosed and notified the company
inwriting that they have reached awritten agree-
ment to adoptalong-term common approach to
the company’'s governance through the coordi-
nated exercise of voting rights. As soon as possi-
ble after the last business day in August, the Board
Chair shall convene the four largest shareholders
of the company interms of voting rights to form
the Nomination Committee. If any of the four larg-
estshareholdersinterms of voting rights waives
theirrightto appoint amember of the Nomination
Committee, the next largest shareholder will be
giventhe opportunity to appointa member, but no
more thanten shareholders need be consulted.
The Nomination Committee’s Chairis the member
representing the largest shareholder unless the
members agree otherwise. The names of the
committee members and the names of the
shareholders who appointedthem, aswellashow
to contactthe Nomination Committee, will be
announced as soon as the Nomination Committee

Remunerationreport
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Composition of the Board
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Attendance
Position Independent of Attendance Attendance Remuneration
Name Audit and Remuneration Committee held since company/shareholders Board meetings Audit Committee Committee
Torgny Hellstrom Auditand Remuneration Committee 2019 Yes/Yes 14/14 8/8 3/3
Kerstin Sundberg Audit Committee (chair) 2019 Yes/Yes 13/14 8/8
Mike Gamble 2021 \COACS 12/14
ThomasLindgren Audit Committee 2021 Yes/Yes 14/14 8/8
Annalagerborg Remuneration Committee 2021 Yes/Yes 14/14 3/3
Board of Directors remuneration
Basic salary/ Variable Other Pension
2022 (TSEK) Directors’ fees remuneration benefits expense Total
Torgny Hellstrém, Board Chair 833 - - - KK
Kerstin Sundberg, Director 461 - - - 461
Annalagerborg, Director May 13,2020 295 - - - 291
ThomasLindgren, Director May 12,2021 332 - - - 332
Mike Gamble, Director May 12, 2021 250 = = = 250
Tobias Sjogren, CEO 3,038 = = 530 3,568
Other senior managers, average 1person, atyear-end 1person 6,400 - 143 1,092 7,635
Total 11,608 - 143 1,622 13,373
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Starbreeze’s annual cycle for auditing and control

November-December January-February
- ReporttoBoard of Directors and Audit - Riskassessment
) Committee onidentified weaknesses - Review and update policies,
I Fepartine Actions procedures and controls
c>>\ - Corporate governancereport
)
:C, October March-April
- - Statusfollow-up on weaknesses - Establish scope and plan for
<< identified in the self-assessment Internal Planand self-assessment
control scope

- Issueinstructions for self-
assessment

July-September May-June

- Actionsto correct weaknesses - Self-assessment

identified in the self-assessment - Reportself-assessment to

Audit Committee and Board
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has been appointed, which must be no later than
sixmonths before the AGM.

The Nomination Committee’s term of office
runs untilanewNomination Committee has been
appointed. Fees are not paid to Nomination Com-
mittee members. However, the company is
responsible forreasonable costs associated with
the performance of the Nomination Committee’s
duties.

The Nomination Committee’s tasks are to submit
proposals tothe AGM and, where appropriate, to
the EGM, concerning the number of Directors to be
elected by the meeting, Directors’ fees, the com-
position of the Board, the Board Chair, the AGM
Chair, the election of auditors and auditors’ fees
andthe appointment of the Nomination Commit-
tee.

The composition of the Nomination Committee
shallbe published onthe company’'s website no
later than six months before the AGM.

The company’'s Nomination Committee for the
2022 AGM and for the period untila new Nomination
Committeeisappointed comprises: Michael
Hjorth (Digital Bros and Indian Nation), Caroline
Sjosten (Swedbank Robur Fonder AB), Ossian
Ekdahl (Forsta AP-fonden), and Torgny Hellstrom
(Board Chair).

Board of Directors

The Board of Directors’ duties

The Board of Directors bears ultimate responsibil-
ity forthe company’s organization and for manag-

Directors’report Financialinformation
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ingthe company’'s activitiesintheinterests of the
company and allits shareholders. Some of the
Board's main tasksinclude managing strategic
issues relating to the company’s operations,
financing, business establishments, growth,
results and financial position, and continuously
evaluating the company’s economic position. The
Boardalso ensuresthat there are effective sys-
tems for monitoring and controlling the company's
activities and that the company’'sinformationis
tfransparent, accurate, relevant andreliable.

Composition of the Board

According to Starbreeze’s Articles of Association,
the Board of Directors must consist of a minimum
of three and a maximum of eight Directors with a
maximum of two alternates. Directors are normally
elected annually at the AGM to serve until the end
of the next AGM, but additional Directors may be
elected duringthe year at an EGM.

At the time of publication of this Annual Report,
the Board of Directors consists of five ordinary
Directors: Torgny Hellstrom (Chair), Kerstin
Sundberg, Mike Gamble, Thomas Lindgren and
Annalagerborg.

At the 2022 AGM, members Torgny Hellstréom,
Kerstin Sundberg, AnnalLagerborg, Mike Gamble
and Thomas Lindgren were re-elected.

All Directors are elected to serve untilthe end
of the next AGM, which will be held on May 12, 2022.
However, each Directoris entitled to step down at
any time.

The Nomination Committee has made the assess-
mentthat Torgny Hellstrom, Kerstin Sundberg, Mike
Gamble,Thomas Lindgren and Anna Lagerborg are
independentinrelation to the company andits
management as well asits major shareholders.
The composition of the Board therefore meets
theindependencerequirements setoutinthe
Code.

The company’s Directors are presented in more
detailin the section titled “The Board of Directors
andthe auditors” on page 55.

The table on page 47 lists each Director’s partici-
pationinthe various committees, whenthe Direc-
tortook up their position and the Board's assess-
ment of the independence of each Director

Board Chair
The Board Chairhas numerousresponsibilities,
including directing the work of the Board and
ensuring that the Board operates effectively and
fulfillsits duties. Through their contacts with the
CEQ, the Board Chair continuously receives the
necessaryinformationto follow the company’s
position, financial planning and development. The
Board Chair also liaises with the CEO on strategic
issues and ensures that the Board's decisions are
implemented effectively

The Board Chairisresponsible for liaising with
shareholders on ownershipissuesand forcom-
municating the views of shareholdersto the
Board. The Board Chairis elected by the General
Meeting.

Remunerationreport
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The Board’s working methods

The Board follows written rules of procedure
which are reviewed annually and adopted at the
inaugural Board meeting following the AGM. The
rules of procedure regulate matters such as the
Board's working methods andtasks, decision-
making procedures within the company, the
Board's meeting procedures, the Board Chair’s
tasks andthe division of tasks between the Board
andthe CEQ. Financial reportinginstructions and
instructionstothe CEO are also set at the inaugu-
ralBoard meeting.

14 minuted meetings were held during the 2022
financial year. Each Director’'s attendance at
Board and Committee meetingsis shownin atable
onpage4T.

The CEOis the spokesperson on strategic mat-
ters, andthe Group's CFOisresponsible foreco-
nomic and financial matters. The Board met with
the auditor onanumber of occasions during the
financial year.

Board committees

The company’'s Board of Directors has established
two committees, the Audit Committee and the
Remuneration Committee. The Board has adopted
rules of procedure for both committees.

Audit Committee

The Audit Committee's taskisto prepare the
Board's work with regard to quality assuring the
company's financial reporting. In addition, the
Audit Committee establishes guidelines for any
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services other than auditing that the company
may procure fromits auditors. The Audit Commit-
teeisalsoresponsible for submitting its evalua-
tion of the audit work to the Nomination Commit-
teein preparation of the Nomination Committee’s
proposaltothe AGMfor the election of auditors
andthe audit fee. During the 2022 financial year,
the Audit Committee consulted withthe compa-
ny's auditors on mattersincluding the existing
accounting assessments. Furthermore, the Audit
Committee has proposed actions to ensure that
the company continuously improves itsinternal
controls.

Since the inaugural Board meeting after the 2022
AGM, the Audit Committee has comprised: Kerstin
Sundberg (Chair), Torgny Hellstrom and Thomas
Lindgren.

Remuneration Committee
The main task of the Remuneration Committee is
to consider mattersrelatingtothe remuneration
and other terms of employment of the CEQ and
other senior managers. The Remuneration Com-
mittee also monitors and evaluates ongoing vari-
ableremuneration programs for the management
team as wellas programs completed during the
year, and evaluates the application of the Remu-
neration Guidelines adopted by the AGM for senior
managers.

Since the inaugural Board meeting after the 2022
AGM, the Remuneration Committee has comprised:
Torgny Hellstrom (Chair) and Anna Lagerborg.

Remuneration of Directors

Remuneration paidto Directors elected by the
General Meeting isdecided by the General Meet-
ing. At the AGM 2022, it was resolved that afee of
SEK 650,000 would be paid to the Board Chair and
SEK 260,000 to each of the other Directors who are
not company employees.

In addition, the AGM set a fee of SEK 175,000 for
the Chair and SEK 65,000 for the other member of
the Audit Committee, a fee of SEK 50,000 for the
Chairand SEK 40,000 for the members of the Remu-
neration Committee was also approved. Auditor’s
fees are paidaccording to approvedinvoices.

See page 47 for the fees paid to the members
of the Board of Directors in 2022.

Evaluation of the Board’s work

The Board'swork is evaluated annually to improve
its working methods and efficiency. The Board
Chairisresponsible for this evaluation and for
presenting it to the Nomination Committee. The
evaluationisintendedto provide an assessment
of the views of the Directors on how Board work is
conductedand what actions can be taken to
improve efficiency, and whetherthe Boardis well
balancedin terms of skills. The evaluationis an
important document for the Nomination Commit-
teeahead of the AGM.

During 2022, an evaluation of the Board's work
was conducted and presented to the Nomination
Committee. The Nomination Committee discussed
the experience and skills needed on the Board,

Remunerationreport
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particularly inthe light of the now completed
corporaterestructuringand the core business
defined by the company.

The CEO and other senior managers

Duties of the CEO and corporate management
The CEOis appointed by the Board of Directors
and managesthe Group’s day-to-day business
inaccordance with the Board's guidelines and
instructions. The CEQis responsible for keeping
the Boardinformed of the company's progress
andreporting on significant deviations from
established business plans aswellas any events
that have amajorimpact onthe company’s per-
formance and operations, and for providing the
Board with relevant decision-making information,
forexample regarding business establishments,
investments and other strategicissues. Corpo-
rate management, headed by the company’s CEO,
consists of people with responsibility for key busi-
nessareas within Starbreeze.

Remuneration of the CEO and senior managers
Atotal of SEK 11,203 thousand (6,048) was paid to
senior managers, including the CEO, to cover sal-
ary, variable remuneration and other benefitsin
2022.Share-related remuneration amounted to
SEK 0 (0). Defined contribution pension premiums
are paid for senior managers, corresponding to
the costsetoutinthelTPplan.

No costs of stock options granted to employees
were charged against profitandloss SEK 0 (0). See
Note 13 for more details.

Guidelines for the remuneration of senior
managers

These guidelines apply to Starbreeze’s senior
managers, defined as employees who are part of
the company’'s management team on occasion.
These guidelines apply to any remuneration
agreed, and any changes made toremuneration
already agreed, after the guidelines have been
adopted by the AGM. The guidelines do not cover
any remuneration thatis determined by the Gen-
eral Meeting.

Inthe case of employment relationships gov-
erned by regulations other than Swedish regula-
tions, appropriate adjustments may be made to
comply with any mandatory regulations or local
practices, while stillmeeting the overall objec-
tives of these guidelines.

The guidelines promote the company’s business
strategy, long-terminterests andlongevity.

The company’s business strategyin briefis
as follows:
Starbreezeis anindependent developer, creator,
publisher and distributor of PC and console games
targeting the global market, with studios in Stock-
holm, Barcelona, Parisand London. With the suc-
cessful PAYDAY brand atits core, Starbreeze devel-
ops games based on proprietary and third-party
rights, bothin-house andin partnership with
external game developers.

Starbreeze’'s main activity is the development of
proprietary video and computer games, which are
wholly or partly financed by the company. The

majority of the company’'s employees are primarily
engagedin the development of the company’s
products. The games are then distributed, mainly
viadigital platforms such as Steam, orin partner-
ship with other companies for retail distribution.
The company’s end customers are the consumers
who purchase the games via the various gaming
platforms orretailers.

Visitwww.starbreeze.com to find out more
aboutthe company’'s business strategy.

The company offers market conditions that
enableittorecruitandretain competent staff.

The variable remuneration covered by these
guidelinesis aimed at promoting the company’'s
business strategy and long-terminterests,
includingitslongevity.

Forms of remuneration, etc.

Remuneration to the management team may
consist of afixed salary, variable remuneration,
pension and other customary benefits. In addi-
tion, the Board evaluates whether share-based
or share-price basedincentive schemes should
be proposedtothe AGM on anannual basis. Such
share-based or share-price basedincentive
schemes are determined by the Annual Meeting
and are therefore not covered by these guide-
lines.

Asarule, fixed salaries arereviewed once ayear
and must take eachindividual's qualitative perfor-
mance into account. The remuneration of the CEO
and other senior managers must be market-based.
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The Board of Directorsis also entitled to deter-
mine variable remunerationin the form of acash
bonus forthe company’'s senior managers. All
variable remunerationislinked to predetermined
and measurable criteria. Maximum annual variable
remuneration may not exceed 75 percent of the
CEO's fixed annual salary, and 50 percent of fixed
annual salary for other senior managers.

Defined contribution pension premiums are paid
forthe CEO and senior managers, corresponding
tothe costsetoutinthelTP plan. Other customary
benefits may not total more than ten percent of
the fixed annual salary.

Inthe case of employment relationships gov-
erned by regulations other than Swedish regula-
tions, appropriate adjustments may be made to
pensions and other benefits to comply with any
mandatory regulations or local practices, while
stillmeeting the overall objectives of these guide-
lines.

Termination of employment

The CEQisrequiredto give sixmonths' notice when
resigning, andthe companyisrequired to give the
CEO six months' notice of termination of employ-
ment with the addition of six months provision for
severance pay. Other senior managers have a
notice period of three to nine months. Remune-
ration may be paid for anon-compete obligation.
Thisis designedto compensate forany loss of
income, andis only payable when the former man-
ageris not entitled to severance pay. Thisremu-
neration may not exceed 60 percent of the fixed

cashsalary atthe time of termination, subject to
any mandatory provisions inthe collective agree-
ment, and is paid for the duration of the non-com-
pete obligation, which may not exceed 18 months
afteremploymentends.

Salary and employment terms for employees

In preparing the Board's proposal for these
Remuneration Guidelines, the remunerationand
employment terms of the company’'s employees
have been takeninto account byincluding data on
the totalremuneration of employees, the compo-
nents of thisremuneration and the increase and
rate of increase of remuneration over time. Thisis
usedinthe Remuneration Committee’'s andthe
Board's decision-making process when evaluat-
ingthe appropriateness of the guidelines and
their limitations.

The decision-making process for adopting,
reviewing and implementing the guidelines

The Board has established a Remuneration Com-
mittee. The Committee’s tasksinclude preparing
the Board's decision on proposed guidelines for
the remuneration of senior managers. The Board
drafts new guidelines atleast every four years and
submitsthem to the AGM for approval.

The guidelines apply untilnew guidelines are
adopted by the General Meeting. The Remunera-
tionCommittee also monitors and evaluates vari-
ableremuneration programs for the management
team, the application of the guidelines for the
remuneration of senior managers, and the cur-

rentremuneration structuresandlevelsinthe
company. The CEO and other members of the
management team are not present whenthe
Board discusses and decides onremunera-
tion-related mattersif they are affected by them.

Departure from the guidelines

The Board of Directors has the right todepart
fromthe above guidelinesinwhole orinpartifit
considersthat,inaparticular case, there are
specialreasonsjustifyingitandadepartureis
necessary to meetthelong-terminterests of the
company, includingitslongevity, or to ensure the
financial viability of the company. As stated above,
the Remuneration Committeeisresponsible for
preparing the Board's decisions onremuneration
matters, including decisions ondepartures from
the guidelines.

Auditing and control

External auditor

The company’'s auditoris appointed by the Gen-
eral Meeting. The auditor examines the company’s
annual accounts and financial statements and
how the company has been managed by the Board
of Directors and the CEQ.

Inadditionto the auditor'sreport, the auditor also
normally produces areviser'sreport at the same
time astheinterimreport forthe third quarter.

Atthe AGM onMay 11,2022, audit firm Ohrlings
PricewaterhouseCoopers AB, (Torsgatan 21,113 21
Stockholm) was re appointed as the company’'s
auditors untilthe end of the AGM to be held in 2023.
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Ohrlings PricewaterhouseCoopers AB has been
the company’s auditor for the years 2016-2022 and
uptotheendofthe AGMin2022. The auditorin
chargeis Alexander Lyckow, Authorized Public
Accountant.

Alexander Lyckow is a member of FAR (the insti-
tute for the accountancy professionin Sweden).
The auditor'sreportis signed by Alexander Lyckow.

Remuneration of auditors

The auditor'sremunerationis decided by the
General Meeting, following a proposal fromthe
Nomination Committee. At the AGM on May 12, 2022,
itwas decided that the auditor's fee would be paid
according to the approvedinvoice.

Internal auditing and control

The Board'sresponsibility forinternal controlis
governed by the Swedish Companies Act and the
Swedish Annual Accounts Act, which require that
information onthe key elements of Starbreeze’s
systems forinternal controland risk management
in connection with financial reporting be included
inthe Corporate Governance Report eachyear.
The Board'sresponsibility forinternal controlis
also governed by the Code. The Board of Director’s
dutiesinclude ensuring that Starbreeze has good
internal controland formalized procedures that
ensure compliance with established principles for
financial reporting andinternal control, and that
there are appropriate systems for monitoring and
controlling the company's operations and the
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risks associated with the company andits opera-
tions. The overall objective of internal controlis to
provide reasonable assurance that the compa-
ny's operational strategies and objectivesare
followed up and that the shareholders’invest-
mentis protected. Inaddition, internal control
ensures that external financial reportingisreli-
able withreasonable assurance and preparedin
accordance with generally accepted accounting
principles, that disclosed requirements are met
inaccordance withinternal policies, and that
applicable laws and regulations and requirements
forlisted companies are complied with.

Controlenvironment

Internal control at Starbreeze isbased onacon-
trolenvironment that includes organization, deci-
sion paths, powers and responsibilities. The Board
has writtenrules of procedure that clarify its
responsibilities and regulate the division of labor.
Therules of procedure also specify the issues to
be submittedto the Board for decision. The divi-
sion of rolesbetweenthe Board and the CEQis
communicatedinthe Board's rules of procedure
andinitsinstructions to the CEO. In addition, the
CEO managesthe business based onthe Swedish
Companies Act, other laws and regulations, regu-
lations for stock market companies, the Swedish
Code of Corporate Governance, etc. The Board
monitors compliance with established financial
reporting andinternal control principles and
maintains appropriate relations with the compa-

ny's auditors. The managementteamisresponsi-
ble for the system of internal controls necessary
to manage material risks in day-to-day operations.
In addition, the Audit Committee prepares matters
forthe Boardto considerin orderto ensure effec-
tive control.

Risk assessment and control activities

Aclear organizational and decision-making struc-
ture aims to create agoodrisk awareness among
employees and a balanced approach to risk-tak-
ing. Embedded control points aim to minimize the
risk of accounting errors. There are also docu-
mented procedures for the management of the
company’s financial and consolidation systems.
Monitoring is carried out on an ongoing basisin
order to maintain goodinternal controland thus
prevent and detectrisks.

Risk management

The material risks affectinginternal control over
financial reporting and operational controls are
identified and managed at Group, business area
and subsidiary level. Within the Board, the Audit
Committeeisresponsible foridentifying material
financial risks and risks of misstatementinthe
financial reporting, and preparing for decisions on
possible actions by the Board to ensure accurate
financial reporting. A particular priority istoiden-
tify processes where the risk of material mis-
statementis relatively high due to the complexity
of the process, orin contexts where large
amounts areinvolved.

Remunerationreport
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The Boardinstructs the management team to
analyze the business andidentify and quantify the
risks towhich the Group is exposed. Once the risks
have beenidentified, they are ranked according
to their probability and impact. From this process,
the company has developedalarge number of
controlsinthe areas of Finance, Management, IT,
HR, and Game Development, as well as in Market-
ing, PR, and IR. Scheduled self-assessment proce-
duresare carried out according to adefined plan
andtheresultsarereportedto the Audit Commit-
tee andthe Board, which ensures that the con-
trols have been carried out. The results, analysis
and actions of this process are reported directly
to the Audit Committee and the Board.

Follow-up

The Board continuously evaluates the information
presented by the managementteam andthe Audit
Committee. The Board'swork alsoincludes ensur-
ingthatactionis taken on any deficiencies or
measures recommendedin connection with the
external auditand the internal monitoring of inter-
nal controlimplemented by the company. After

the Board hasreceived the internal control analy-
sis, the Audit Committee prepares proposals for
adoption by the Board to remedy the deficiencies
and weaknessesidentified.

Atthe end of the year, the Audit Committee
receives afinalreport onthe outcome and status
of theinternal control. Based on this, the Audit
Committee prepares proposals forimprovement
actions to be submitted to the Board. Thisisa
continuous process according to the annual audit
and controlcycleillustrated above.

TheBoardalsoreceivesregularreportsonthe
Group's financial position and performance. After
the end of each quarter, the Group's financial
positionisreviewed and the management team
analyzes the monthly performance in detail. A
summarizedreportisthen providedto the Board
onamonthly basis. The Audit Committee monitors
the financial statements atits meetings and the
Audit Committee together withthe Boardreceives
aspecificreport fromthe auditors on their obser-
vations once per financial year.
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Torgny Hellstrém

Board Chair since
the EGMin 2019.

Born1958.

Education Education: LL.M Stockholm
University. Executive education Thun-
derbird (University of Phoenix).

Principal occupation Torgny Hellstrom
isactive as aBoard Director and Man-
agement Consultantand has held
senior positions as Chairman of DDM
Holding AG and MagComp AB, Board
Director of True Heading AB and Seapi-
lot AB, within Anoto Group, and most
recently as CEO and previously as COO
andlead legal counsel. Torgny's previ-
ous experience alsoincludes positions
suchas Vice President Litigation at
Ericsson Group, and positions within
IBM Europe and IBM Nordic.

Other appointments Board Chair for
Precise Biometrics, Drupps Group AB
and Swipp AB. Director on the Board of
ImagnineCare AB.

Holdings in the company Directly owns
500,000 class B shares.
Torgny Hellstromisindependentin

relation to the company, its manage-
ment and the major shareholders.

Mike Gamble
Directorsince 2021.
Born1964.

Education Ministry of Defense,
Mechanical and Production Engineer.

Principal occupation Ownerand
Director of RH45 Game Consulting Ltd,
specializingin working with video game
developers on strategy, finance and
development. Industry veteran with
experience spanning more than 25
years, previously held seniorroles at
Epic, THQ and Microsoft aswellas a
number of middleware start-ups. Mike’s
experience ranges from senior posi-
tionsin developmentto pure business
developmentwith atechnical slant.

Other appointments Director RH45
Game Consulting Ltd.

Holdingsin the company -

Mike Gamble isindependentinrelation

tothe company, its management and
the major shareholders.
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ThomasLindgren Annalagerborg

Kerstin Sundberg

Directorsince
the EGMin 2019.

Born1954.

Education DegreeinEconomics,
Stockholm University.

Principal occupation Kerstin Sundberg
has been an active member of corpo-
rate boards since 2017.She has previ-
ous experience as an authorized audi-
torand financial advisor, her most
recent position being as a partner at
Deloitte. Herindustry focusincludes
Media and Telecommunications as well
as M/Aand Transaction services.

Other appointments Director and
Chair of the audit committee for the
World Wide Fund for Nature (WWF) and
Director for Impero Software and Skog-
saktiebolaget Eternali AB.

Holdingsin the company -

Kerstin Sundbergisindependentin
relation tothe company, its manage-
ment and the major shareholders.

Directorsince 2021.
Born1971.

Education Double Master of Sciencein
Finance and Managerial Accounting,
Stockholm School of Economics.

Principal occupationinvestorand
mentorwith several board assignments.
Previous managerial positions at Fat-
shark, Goodbye Kansas Game Invest and
ISD. Former CEO of Glorious Games (Star-
doll), GamefederationandISD, founder
of Wanderword, TNTX, Nortify and Boden
Intressenter Fastighets AB.

Other appointments Board Chair for
Wanderword, Ecobloom and Boden Intr-
essenter Fastighets AB.Board member
of Northify, Rahms Stad and TNTX.

Holdings in the company Directly or
indirectly owns 400,000 class B shares
and 261,879 class Ashares.

ThomasLindgrenisindependentin
relation to the company, its manage-
ment and the major shareholders.

Directorsince 2020.
Born1966.

EducationBachelor'sdegreein
Systems Engineering.

Principal occupation Anna currently
worksinthe field of executive search

and business development at Safemind,

arecruitment company specializing in
tech anddigitalization. Anna has along
backgroundinleading tech organiza-
tions, including at NetEnt where she was
Chief Development Officer and amem-
ber of the corporate management
team, and atHemnet where she held
roles as CTO, Acting CEO and Deputy CEO.

Other appointments -

Holdings in the company Directly or
indirectly 100,000 class B shares.

Annalagerborgisindependentinrela-

tiontothe company, its management
and the major shareholders.

Remunerationreport

Auditors

Auditing firm Ohrlings Pricewater-
houseCoopers ABhasbeen elected as
the company’s auditor.

Alexander Lyckow
Auditorincharge

Auditor of Starbreeze AB (publ)
since 2022.

Born: 1980.

Authorized Public Accountant.
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Tobias Sjogren

CEOsince March 2021.
Born 1975.

Education EMBA Gruppen.

Background Former CEO of White Wolf
Entertainment, previous positions at
Paradox Interactive, Stardoll andinter-
national video game agency DDM
Agency. Head of DICE Stockholm's stu-
diowhile the first Battlefield game was
released.

Holdings in the company Directly or
indirectly owns 830 000 shares of series
Band 30000 shares of seriesA.

Mats Juhl
CFO since May 2020.
Born1973.

Education Master'sDegreein
Finance, Lund University.

Background CFO of Mips AB (publ.), CFO
of Tengbomgruppen AB, CFO of Sweden
ArenaManagementKB (Friends Arena),
Finance Director at Ticnet AB, Finance
atManager Enea AB (publ.)

Holdings in the company Directly or

indirectly owns 1035 000 Class B shares.
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Fredrik Malmqvist
VP Studio since 2021.
Born1979.

Education Bachelor of Science -
Computer Science, Karlstad University.

Background Fredrik has extensive
experienceinthe gamesindustry,
spending the last tenyearsas Develop-
ment Director at DICE where he worked
onlive and box productsin their Battle-
field franchise. He also has eight years’
experience in software development.

Holdings in the company Directly owns
100000 shares of series B.

Karin Sigge

VPHuman Resources since 2022.
Born1981.

Education MasterinInternational
Business, Gothenburg School of
Economics.

Background Has worked with HR and
recruitment since 2007. Most recently
as aconsultantand previously as Head
of HR at Netlight Consulting and Digpro
Solutions.

Holdings in the company Directly
owns 82 666 shares of seriesB.

Petra Takeva
VP Franchise since 2021.
Born1977.

Education [HM Business School, Fors-
bergs School,Bergs School of Commu-
nication.

Background Petrahasover18years’
experience working in marketing and
business development for both agen-
ciesandclients. She has developed
concepts and formats for products,
services and marketing, primarily in the
technology and entertainmentindus-
tries.

Holdings in the company Directly or
indirectly owns 100 000 Class B shares.

Financial information

Remunerationreport

Staffan Nystrom
VP Publishing since 2021.
Born1978.

Education Master of Science
- IndustrialEconomics, Lule& Technical
University.

Background Over 18 years  experience
inmarketing for both agencies and cli-
ents. Staffan previously ran the internal
full-service agency at Wargaming and
prior to that was Head of Marketing for
Expansive Worlds at Avalanche Studios.

Holdingsin the company Directly owns
6201564 shares of seriesB.
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The Board of Directors and CEQ of Starbreeze AB (publ), 55665518932, hereby
presentthe AnnualReportand Consolidated Financial Statements for the
financialyear from January 1toDecember 31,2022, Starbreeze’'s twenty-fifth
financialyear. Unless otherwise stated, the information givenin the Annual
Reportreferstothe Group.Figuresinbracketsrefer tothe previousyear.

Generalinformation about the business
Starbreezeis anindependent developer, publisher and creator of PCand
console games targeting the global market.

Starbreeze was foundedin 1998 and has since become a well-established
game developerand publisher of computer and video games with officesin
several countries around the world and its main business in Stockholm. In
2022, business activities focused primarily on Starbreeze Games, with
in-house game development and publishing operations focusingonthe
proprietary PAYDAY IP.

Otheractivities are part of what is defined asnon-core activities, and no
resources were allocated to these activities during the year.

The Starbreeze Group includes the Parent Company Starbreeze AB (publ)
and subsidiaries Starbreeze Production AB, Starbreeze Studios AB, Star-
breeze Publishing AB,New Starbreeze Publishing PD IP AB, Starbreeze VR AB,
Starbreeze USAInc, Starbreeze LAInc, Starbreeze IPLUX, Starbreeze IP LUXII
Sarl, Starbreeze Barcelona SL, Starbreeze Paris SAS, New Starbreeze Studios
AB, New Starbreeze Publishing AB, Enterspace AB, Starbreeze IPAB and
Starbreeze Studios UK Ltd.

The Group also owns 33.3 percent of the joint venture company StarVR
Corporation.

Significant events during the year

OnDecember 82022, the company announced thatitis expanding with a
new studio andteamin Great Britain, trough the recruitment of two British
gaming veterans. The British studio will serve as a hub for recruitment of
developers, with focus on developing and publishing acquired IPand future
projects.

OnMay 122022, Annual General Meeting was held. The annual general
meetingre-elected, according to the nomination committees proposal,
the boardasawhole and Torgny Hellstrom was re-elected as chairman of
the board.

InFebruary 2022, Russialaunched a war of aggression against Ukraine.
Starbreeze has no exposure to Russia or Ukraine. The group has no opera-
tionsordirect consumer salesin Ukraine, Russia or Belarus. Consumer
salestake place throughdigitalintermediaries and have historically repre-
sented approximately 7 percent of revenue.

Warrant programs
As atDecember 31,2022 there are no outstanding employee stock options
orallocated outstanding warrants. For more information, see Note 30.

Significant events after the end of the financial year
There have beennosignificant events since the end of the financial year.
Formoreinformation about the latest events, visit Starbreeze.com.

Net sales and earnings
The financial year covers 12 months (January-December 2022).

Net sales amounted to SEK 127.6 million (125.7), of which PAYDAY accounted
for SEK121.9 million (119.8). PC net sales amounted to SEK 103.9 million (102.5)
and Console net sales to SEK 18.9 million (18.1).

Net sales of the base game PAYDAY 2 on Steam decreased 14 percent (SEK
3.8 million) comparedto the corresponding periodin 2021 and net sales of
DLC (sales of add-on packs) increased 1 percent (SEK 0.5 million). PC-sales
through other platforms amounted to SEK 7.3 million for the period com-
paredto SEK 2.7 million the previous year.

Exchangerate fluctuationsagainst the US dollar had a positive impact on
net sales of SEK 14.3 million compared to the average exchangerate inthe
corresponding periodinthe previous year.

Direct costs amounted to SEK 60.5 million (56.3) and comprise costsrelated
tothe productionand development of games aswell ashigher non-activatable
wage costs.Indirect costs, depreciation to the amount of SEK 44.2 million
(42.2) areincluded.

Capitalized development expenditure reduced direct costs by SEK 112.5
million (81.6) and refer to the games PAYDAY 2, PAYDAY 3 and new IP.

Sales and marketing expenses amounted to SEK 15.8 million (12.9) and
largely relate to personnel costs and marketing activities. Theincreaseis
mainly attributable to the market activities performed.

Administrative expenses amountedto SEK 64.1 million (51.2) andinclude
office expenses andsalaries for personnelwho don'tworkin game produc-
tion or marketing, as well as costsrelated to external services. The increase
inexpenses are mainly attributable to aincreased personneland cost of
premises. The higher personnel costs are also due to provisions for future
costslinkedto the starff'slong-termincentive program linked to PAYDAY 3
aswellasrestructuring costs of aone-off nature.

Administrative expensesinclude amortization of SEK 15.4 million (17.6).
Capitalized development expenditure reduced administrative expenses by
SEK'30.6 million (29.9) and concerns the games PAYDAY 2, PAYDAY 3 and new IP.
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Otherrevenues totaled SEK 19.5 million (9.7). Thisitem is primarily com-
posed of exchange rate effects due to fluctuationsin the dollar, revalua-
tion of long-term debt, exchange rates effects andrentalincome. The
exchange rate effectis attributable to revaluation of assets and liabilities
inforeigncurrency.

Other expenses amount to SEK 0.0 million (-68.7). During 2021, previously
capitalized development expenditure related to PAYDAY Crime War was
reversed following the signing of alicensing agreement with PopReach.

Earnings beforeinterest, taxes, depreciation, and amortization (EBITDA)
totaled SEK 66.4 million (6.3). Adjusted for one-off effectsrelated to the
license agreement for PAYDAY Crime War, EBITDA totaled SEK 66.4 million (74.9).
Profit share fromthe joint venture StarVR Corporation amounted to SEK 0.2
million (0.1). Net financialincome/expense totaled SEK-61.1 million(-51.5).
These expenseslargely relate to the company’'s convertible loan and
related debt of SEK-58.5 million (-51.5). During the year, the game financing
thatwillbe receivedregarding the development of PAYDAY 3has been cur-
rency hedged through the purchase of currency derivatives. The future
derivatives are market valued monthly andin the period this valuation had
anegativeimpact ontheresult through an unrealized change of SEK
-2.1million.

During the period, financial net was effected by interest expense onleas-
ing debt with SEK-0.7 million (-1.1), which is an effect of the IFRS 16 accounting
standard.

Profit/loss before tax for the period amounted to SEK-54.4 million (-105.2).
Earnings for the period were SEK -59.8 million (-103.5). Basic and diluted earn-
ings per share totaled SEK-0.08 (-0.14).

Financial position

Non-current assets

Goodwill atthe end of the period amounted to SEK 48.3 million (42.4). Intan-

gible assets, consisting mainly of IP rights, totaled SEK 174.3 million (199.9).
Capitalized expenditure on proprietary game and technology develop-

ment amounted to SEK 328.2 million (201.6).

Investments in publishing projects amounted to SEK 4.0 million (4.0).
Amortization andimpairment of intangible assets totaled SEK 44.1 million
(39.5) during the period.

Current assets
Trade and otherreceivables totaled SEK 11.6 million (16.2) and consist mainly
of VAT and taxreceivables.

Prepaid expensesandaccruedincome atthe end of the period was SEK 40.6
million (29.0), of which SEK 16.8 million (14.6) pertains to receivables for digital
sales, primarily through Steam, PlayStation Store, Xbox Live and Switch.

Equity
Group equity at the balance sheet date amounted to SEK 56.8 million (122.8).

Non-current liabilities

Non-current liabilities totaled SEK 386.5 million (442.7), of which convertible
loans andrelated liabilities amounted to SEK 378.0 (319.5). The non-current
portion of lease liabilities amounted to SEK 5.4 million (21.0).

Current liabilities
Current liabilities totaled SEK 303.2 (108.6) million. Trade payables and other
liabilities at the end of the period amounted to SEK 245.7 million (59.9). As
PAYDAY 3is plannedtobereleased during 2023, liabilities related to game
financingreceived of SEK176.9 (91.0) has bee reclassified from non-current
to current liabilities. Current liabilities regarding game financing will
increase as financingis obtained and the debt will be creditedin connec-
tionwith future revenue sharing of the sales revenue from PAYDAY 3. As the
crediting takes place throughrevenue sharing, this does not affect cash
flow.

Current liabilities for leases amounted to SEK 16.2 million (17.8). Accrued
expenses anddeferredincome at the end of the period was SEK 39.2 million
(30.8).

Cash flow

Cash flow from operating activities before changes in working capital
amounted to SEK 65.4 million (61.3) with earnings of SEK 6.7 million (-563.7),

and adjustments foritems notincludedin cash flow totaling SEK59.9 million
(121.6) During 2021, an accounting loss on the sale of fixed assets of SEK 68.7
million, whichrelated to previously capitalized development expenditure
on PAYDAY Crime War. Adjustment for items not included in cash flow consist
mainly of depreciation onassets of SEK59.6 millionand exchange rate
effects of SEK1.1. million.

Cash flowfrom operating activities after changesinworking capital
amountedto SEK57.8 million 73.9).

Cash flow from investing activities was SEK-143.9 million (-109.0), of which
investmentsin proprietary game developmentaccounted for SEK-143.1 mil-
lion (-111.5)

Cashflowfrom financing activities amountedto SEK 65.5 million (6.2) of
which IFRS 16 Leasing amounted to SEK -19.1 million (-19.1). Financing received
forgame development from Plaion amounted to SEK 86.1 million.

Total cash flow for the period was SEK-20.6 million (-29.0).

Cash andcashequivalents at the end of the period amounted to SEK108.2
million (128.6).

Investments

During the period, the Group'sinvestmentsin property, plantand equipment
amounted to SEK-1.3 million (-1.0). Investments in proprietary game and
technology development totaled SEK -143.1 million (111.5).

Impairment

Starbreeze regularly performsimpairment tests on assets without a fixed
usefullifeto ensure that the carryingamount does not exceedits fair value.
During the financial year, these impairment tests did not resultin any
impairment.
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Research and development

The Group conducts R&D in game development. The majority of the compa-
ny's R&D expenditure is spent on developing and updating games and asso-
ciated developments and primarily comprises personnel costs. Most of the
workis specific to individual games, but some of the development relates
to featuresand mechanics common to severalgames. These costs are
incurred throughout theresearch phase, i.e.untilitistechnically possible
tocomplete the product and make it commercially viable. When the project
reaches this stage and movesinto adevelopment phase, the expenses are
capitalizedandrecognized as anintangible asset. Once the assetis com-
pleted,itisamortized on a straight-line basis over the usefullife of the
asset.

Environmental impact

None of the Group’'s companies conduct any activities requiring a permit
under the Swedish Environmental Code. Despite this, Starbreeze has aclear
ambition to minimize the negative impact of its operations on the environ-
ment and has establishedanumber of guidelinesin thisregard.

Sustainability

Starbreeze’s Sustainability Report can be found on pages 35-39in this
annuarlreport.Ensuring a safe and healthy working environmentis an
important sustainability issue for Starbreeze. The goal of Starbreeze’'s
health and safety effortsis to create aworkplace thatis physically, men-
tally and socially healthy and stimulating for all its employees.

The company’'s Code of Conduct sets out the basic principles of how
Starbreeze does business. The Code of Conduct also sets out what employ-
ees canexpect from Starbreeze asanemployerinterms of work environ-
ment, safety, humanrights, gender equality, health and personal privacy.

The Group's marketing efforts aim to be ethical, honest and toreflect
generally accepted social standards of good taste and decency.

Employees

The number of employees at the end of the year was 165 (138) with 139 men
and 26 women. The average age at December 31,2022 was 43 (40). For more
information, see Notes 11and 12 and the Sustainability Report which canbe
foundonthe pages 35-39inthisreport.

Remuneration of the Board of Directors and senior managers

The adopted guidelines for remuneration of the Board of Directors and
senior managers proposedto the 2022 AGM can be foundin the Corporate
Governance Reportonpage 31. Expensesin 2022 forremuneration to senior
managers are shown in Note 13 and inthe Remuneration Report for2022.

Parent Company
Starbreeze AB (publ)isthe Group's Parent Company. The management team
and other key group structures are centralized at the Parent Company.

The Parent Company’'s net salesin 2022 amounted to SEK 28.8 million (24.1)
and profit before taxamounted to SEK-52.9 million (-26.5). Earnings after tax
were SEK-52.9 million (-26.5).

Sharesin subsidiaries amounted to SEK 326 million (325.9).

Atthe end of the period, cash and cash equivalents amounted to SEK 2.8
million (7.6) and the Parent Company’s equity was SEK 705.1 million (758.0).

Non-current liabilities increased to SEK 378.0 million (319.5). Thisincrease
isduetoincreased liabilities in connection with the financing of game
development.

Shares and ownership structure
Starbreeze shares have been listed onNasdaqg Stockholminthe Small Cap
segmentsince October 2,2017. The shares are traded under the tickers STAR
Aand STARBwithISIN codes SE007158928 and SE0005992831.

Atthe end of the year, the total market capitalization was approximately
SEK 1140 million, compared to approximately SEK 726 million in the previous
year.

Underthe company’'s conversion program, 110,424 class A shares were
convertedtoclassBsharesduring the year.

Starbreeze had 32 299 shareholders (32,085 ) at the end of the year. The
threelargest shareholders at the end of the year were Digital Bros S.P.A with
11.96 percent of the share capitaland 28.93 percent of the votes, Swedbank
Roburwith 14.77 percent of the share capital and 13.07 percent of the votes
and Forsta AP-fonden with 10.16 percent of the share capitaland 9.63 per-
centof the votes. For more information on the share and our shareholders,
seethe Share and shareholders section.

Risks and uncertainties

Stareeze'sapproach tointernal controlandrisk managementis described
inthe Corporate Governance Report. The most material businessrisks for
Starbreeze are described below in no particular order.

Risksrelated to external developers
Starbreeze’'s publishing activities are dependent on the studios that pro-
duce the contracted work honoring the agreements entered into.

Project delays

Delays can occurinbothin-house projects and projects where external
partnersare managing development. Completion of a project may also
require more resources than originally estimated, inwhich case the costs
willusually have to be borne by Starbreeze, primarily inthe case of in-house
projects.

Lowrevenue whenreleasing games or other products

Whenever new games or other products arereleased, thereis arisk that
they willnot be wellreceived by the market. This applies to self-financed
projectsaswellas gameswhere Starbreeze acts as the publisherand pro-
vides a significant proportion of the financing. Capitalized development
expenditure may have to be impairedin such cases.
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Dependency on key people

Starbreeze is a knowledge-intensive company andis dependent onits abil-
ity to continue torecruit, trainand retain a number of key people in order to
achieve successacross all functions at the locationsinwhich it operates.
Important knowledge includes commercial experience, an understanding
of player preferences and expertise in game development and technology.
The businessisalso dependent onkey people at management level.

Financing needs and capital
Inthe context of Starbreeze’s operations, revenues are often spread
unevenly over time, which affectsliquidity. Consequently, thereis arisk
that the company willneed to be capitalized in the future. Thereisalsoa
risk that, atany given time, the company may not be able to raise additional
capital orthatit may notbe raisedin amanner thatis favorable to existing
shareholders.

The company considered that the going concernassumptionis met.
Formore information, see Note 3.

Intellectual propertyrightsissues
Intellectual propertyis asignificant part of Starbreeze’'s assets, mainly
inthe form of copyright for proprietary games and software, publisher
licenses for gameswhoserights are owned by third parties, patents and
patent applications, trademarks, and company-specific knowledge and
expertise. Itistherefore of greatimportance that the assets developed
withinthe Group remain the property of Starbreeze.

Thereisalso arisk thatthird parties may infringe the company’sintellec-
tual propertyrights orthatthe company mayinfringe others'intellectual
propertyrights.

Currencyrisks

Starbreeze operatesinaninternational market. A large percentage of
Starbreeze'srevenueis earnedinUSD, while costs are primarily in SEK
and alsoin EUR. Starbreeze is therefore exposed to currency market
fluctuationsand changesinexchange rates.

Risk of impairment of goodwill and otherintangible assets

The consolidated balance sheet consists largely of goodwilland other
intangible assets totaling SEK554.8 million as at December 31, 2022. Star-
breeze continuously monitors relevant circumstances affecting the com-
pany’s business and general financial position and the possible impact such
circumstances may have onthe valuation of the company’s goodwill and
otherintangible assets. Itis possible that changesinsuch circumstances,
orinthe many factorsthat the company considersin makingjudgments,
assumptions and estimates in connection with the valuation of goodwill
and otherintangible assets, may require the company to record impairment
losses on goodwilland otherintangible assetsin the future.

Proposed appropriation of profits
The Board of Directors proposes that the retained earnings of SEK
690,606,941 be carried forward.

Parent Company
SEK Dec. 31,2022

Retained earnings -1,168,602,269
1,912,127,083

-52,917,873

Share premium reserve
Net profit/loss for the year

Carried forward 690,606,941

Dividend

The Board of Directors proposes that no dividend (0) be distributed for the
2022 financial year .

Annual General Meeting (AGM)
The Annual General Meeting of Starbreeze AB (publ), 5565518932, will be held
on Thursday May 11,2023.
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Condensed consolidated statement of comprehensive income Condensed consolidated balance sheet
SEK thousand 2022 2021 2020 2019 January 1to December 31, SEK thousand Dec. 31,2022 Dec. 31,2021 Dec. 31,2020 Dec. 31,2019
Operating revenue Assets
Net sales 127,602 125,689 118,006 280,002 Non-current assets
Operating expenses -120,856 -179,409 -107,131 -784,364 Intangible assets 563,406 462,494 454,289 384,565
Operating profit/loss (EBIT) 6,746 -53,720 10,875 -504,362 Property, plant and equipment 22,520 36,013 55,570 76,614
Net financialincome/expense -61,149 -51,506 -141,348 51,938 Total non-current assets 585,926 498,507 509,859 461,179
Profit/loss before tax -54,403 -105,226 -130,473 -452,424
Current assets 160,479 175,640 198,847 129,709
Income tax -5,405 1,758 193 51,325 Available-for-sale assets - - - 1,084
Earnings for the period -59,808 -103,468 -130,280 -401,099 Total assets 746,405 674,147 708,706 591,972
Equity and liabilities
Equity 56,786 122,817 228,498 6,158
Liabilities
Non-current liabilities 386,462 442,743 329,849 184,196
Current liabilities 303,157 108,587 150,359 400,155
Available-for-sale liabilities - - - 1,463
Total liabilities 689,619 551,330 480,208 585,814

Total equity and liabilities 746,405 674,147 708,706 591,972
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Condensed consolidated statement of cash flows

SEK thousand 2022 2021 2020 2019
Cash flow from operating activities 57,825 73,868 -24,640 49,508
Cash flow frominvesting activities -143,936 -109,006 -96,215 -36,239
Cash flow from financing activities 65,522 6,172 195,599 -
Cash flow for the period -20,589 -28,966 74,744 13,269
Cash and cash equivalents at the start of the period 128,572 157,423 82,787 69,289
Exchange rate difference in cash and cash equivalents 234 115 -108 229
Cash and cash equivalents at the end of the period 108,217 128,572 157,423 82,787

The Group’s performance measures

SEK thousand 2022 2021 2020 2019
EBITDA margin, % 52.0 5.0 41.8 -41.6
EBITDA margin, % adjusted " 52.0 59.6 41.8 -41.6
Profit margin, % -42.6 -83.7 -110.6 -161.6
Basic earnings per share, SEK -0.08 -0.14 -0.28 -1.22
Diluted earnings per share, SEK -0.08 -0.14 -0.28 -1.22
Equity/assetsratio, % 7.6 18.2 32.2 1.0
Number of shares at the end of the period before dilution 724,609,266 724,609,266 724,609,266 329,367,849
Number of shares at the end of the period after dilution 724,609,266 724,609,266 724,609,266 329,367,849
Average number of shares before dilution 724,609,266 724,609,266 469,754,144 328,349,775
Average number of shares after dilution 724,609,266 724,609,266 469,754,144 328,349,775
Average number of employees 154 135 123 331
Number of employees at the end of the period 165 138 124 127

1 Operating profit before depreciation, amortization andimpairment as a percentage of net sales adjusted for one-off effects
related to PAYDAY Crime War licensing agreement.
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Definitions for the Group’s performance measures Contents
The AnnualReportreferstoanumber of non-IFRS performance measures Consolidated statement of comprehensive income 64 Note 21 Property, plantandequipment 86
thatare usedtohelp bothinvestorsandthe managementteamto analyze Consolidated statement of financial position 65 Note 22 Financialassets 86
the company's operations. The measures presentedin thisreport may Consolidated statement of changes in equity 66 Note 23 Investmentsin Group companies 87
differ from similarly named measurementsin other companies. Consolidated statement of cash flows 66 Note 24 Financialinstruments by category 88
Parent Company income statement 67 Note 25 Credit quality of financial assets 89
EBITDA Parent Company balance sheet 68 Note 26 Trade andotherreceivables 90
Earnings before interest, tax, depreciationand amortization. : . Note 27 Prepaid expensesandaccruedincome 90
Parent Company statement of changesinequity 69 ]
. Parent Company statement of cash flows 69 Note 28 Cash and cash equivalents 90
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Operating profit before depreciation, amortization andimpairment as a Note8 Costs brokendown by costtype 79 Note 38 Interest-bearing liabilities 93
percentage of net sales adjusted for one-off effects related to PAYDAY Note9 Remuneration of auditors 79 Note 39 Interestsin joint ventures 94
Crime War licensing agreement. Note 10 Right-of-use assets 30 Note 40 Net debt 95
Note 11 Average number of employees 80
Profit margin Note 12 Employee benefits expense 80 Auditor'sreport 97
Profitafter financialitems as a percentage of total net sales. Note 13 Remuneration of the Board of Directors and senior managers 81
. Note 14 Otheroperating expenses 82
Earnings per share ) Note 15 Financialincome and expenses 82
Profitor\ossaﬁer‘[axdividedbytheaveragenumberofsharesdurmgthe Note 16 Appropriations 8o
period. Note 17 Income tax and deferred tax 82
. . Note 18 Earnings pershare 83
Equity/assetsratio Note 19 Dividend pershare 83

Equity as a percentage of capitalemployed. Note 20 Intangible assets 84



STARBREEZE Introduction Strategy Thebusiness Sustainability Forinvestors Corporategovernance Directors’report Financialinformation Remunerationreport

Financial information
ENTERTAINMENT

Consolidated statement of comprehensive income

SEK thousand NOTE 2022 2021
Net sales 5,6 127,602 125,689
Direct costs 5,8 -60,527 -56,302
Gross profit/loss 5 67,075 69,387
Sales and marketing costs 8,10,12,13 -15,795 -12,946
Administrative expenses 8,9,10,12,13 -64,074 -51,159
Other operatingincome 7 19,540 9,670
Other operating expenses 8,14 - -68,672
Operating profit/loss (EBIT) 6,746 -53,720
Financialincome 15 39 82
Financial expenses 15 -61,356 -51,638
Share of profit or loss from holdings recognized using the equity method of

accounting 39 168 50
Profit/loss before tax -54,403 -105,226
Income tax 17 -5,405 1,758
Net profit/loss for the year -59,808 -103,468

Net income attributable to:

Parent Company’s shareholders -59,808 -103,468
Other comprehensive income that may subsequently be reclassified to profit and

loss

Exchange differences -6,223 -2,213
Total comprehensive income for the year -66,031 -105,681

Total comprehensive income for the year attributable to:

Parent Company’s shareholders -66,031 -105,681
Earnings per share attributable to the Parent Company's shareholders during the

period (SEK):

Basic earnings per share, SEK 18 -0.08 -0.14

Diluted earnings per share 18 -0.08 -0.14



Introduction Strategy Thebusiness

STARBREEZE

ENTERTAINMENT

Sustainability

Forinvestors

Corporate governance Directors’'report

Financial information

Financial information

Remunerationreport

Consolidated statement of financial position

SEK thousand NOTE Dec. 31,2022 Dec. 31,2021 SEK thousand NOTE Dec. 31,2022 Dec. 31,2021
Assets 1,2,3,4 Equity and liabilities

Non-current assets Equity attributable to Parent Company's shareholders 19,29, 30

Intangible assets Share capital 14,492 14,492
Goodwill 20 48,339 42,445 Other contributed capital 1,979,111 1,979,111
Other intangible assets 20 174,310 199,903 Reserves 13,210 19,433
Capitalized development cost for proprietary game and technology development 20 328,190 201,569 Retained earnings including profit/loss for the year -1,950,027 -1,890,219
Investments in publishing projects 20 3,974 3,974 Total equity 56,786 122,817
Financial assets 24,25 Non-current liabilities 24

Financial assets 22 7,291 8,011 Deferred tax liabilities 17 1,383 -
Sharesinjoint ventures 39 1,302 1,133 Non-current lease liability 10 5,432 21,001
Non-current lease receivable 10 = 1,181 Other non-current liabilities 38 379,647 421,742
Deferred tax assets 17 = 4,278 Total non-current liabilities 386,462 442,743
Property, plant and equipment Current liabilities 24

Computers and other equipment 21 2,157 2,045 Trade and other payables 31,38,40 245,708 59,936
Right-of-use assets - buildings 10 20,363 33,968 Derivatives 3 2,102 -
Total non-current assets 585,926 498,507 Current lease liability 10 16,187 17,806
Current assets 24,25 Accrued expenses and prepaid income 32 39,160 30,845
Trade and other receivables 26 11,622 16,190 Totalcurrent liabikties LGS 108,587
Current lease receivable 10 - 1,845 Total liabilities 689,619 551,330
Prepaid expenses and accrued income 27 40,640 29,033 Total equity and liabilities 746,405 674,147
Cash and cash equivalents 28,40 108,217 128,572

Total current assets 160,479 175,640

Total assets 746,405 674,147
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Consolidated statement of changes in equity Consolidated statement of cash flows
Other contri- Retained SEK thousand NOTE 2022 2021

SEK thousand Share capital buted capital Reserves earnings Total equity

Cash flow from operating activities
Opening balance, January 1, 2022 14,492 1,979,111 19,433 -1,890,219 122,817 Operating profit/loss 6.746 _53.720
Net profit/loss for the year - - - -59,808 -59,808 Adjustment for non-cash items 36 59,945 121,610
Other comprehensive income for the year Credit cost paid including interest 36 - -3,394
Exchange differences - - -6,223 - -6,223 Income tax paid -1,268 -3,169
Total comprehensive income _ _ -6,223 -59,808 -66,031 Cash flow from operating activities before changes in working capital 65,423 61,327
Closing balance, December 31, 2022 14,492 1,979,111 13,210 -1,950,027 56,786 Cash flow from changes in working capital

Increase (-)/decrease (+) in operating receivables -15,925 7,298

Increase (+)/decrease (-) in operating liabilities 8,327 5,243
Opening balance, January 1, 2021 14,492 1,979, 1M 21,646 -1,786,751 228,498 Cash flow from operating activities after changes in working capital 57,825 73,868
Net profit/loss for the year - - - -103,468 -103,468

Investing activities
Other comprehensive income for the year

Purchase of property, plant and equipment 21 -1,271 -993
Exchange differences _ _ 2,213 _ -2,213 Sale of property, plant and equipment - 70
Total comprehensive income - - -2,213 -103,468 -105,681 Sale of intangible assets _ 2,103
Closing balance, December 31,2021 14,492 1,979,111 19,433 -1,890,219 122,817 Purchase of intangible assets 20 177 _91
Change infinancial assets 2,224 1,393
Investments in proprietary game and technology development 20 -143,118 -111,488
Cash flow from investing activities -143,936 -109,006

Financing activities

Repayment of loans -673 -55,887
Financing for game development 86,119 79,999
Overdraft facility -860 1,115
Effect of financial lease -19,064 -19,055
Cash flow from financing activities 65,552 6,172
Cash flow for the year -20,589 -28,966
Cash and cash equivalents at the beginning of the year 128,572 157,423
Exchange rate difference in cash and cash equivalents 234 15

Cash and cash equivalents at the end of the year 28 108,217 128,572
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Parent Company income statement

SEK thousand NOTE 2022 2021
1,2,3,4
Net sales 6 28,773 24,100
Other operatingincome 7 17,181 35,116
Total revenue 45,954 59,216
Other external costs 8,9 -12,910 -12,500
Personnel costs 8,11,12,13 -35,265 -28,597
Depreciation of property, plant and equipment 8,21 -12 -244
Operating profit/loss -2,333 17,875
Profit from holdings in Group companies - 19
Other financialincome 15 7,917 5,599
Financial expenses 15 -58,502 -50,008
Profit/loss after financial items -52,918 -26,515
Appropriations 16 - -
Profit/loss before tax -52,918 -26,515
Income tax 17 - -

Net profit/loss for the year -52,918 -26,515
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Parent Company balance sheet

SEK thousand NOTE Dec. 31,2022 Dec. 31,2021 SEK thousand NOTE Dec. 31,2022 Dec. 31,2021

Assets 1,2,3,4 Equity and liabilities

Non-current assets Equity 19,29, 30

Property, plant and equipment Share capital 14,492 14,492

Computers and other equipment 21 33 145 Unrestricted equity

Financial assets 21 Share premium reserve 1,912,128 1,912,128

Shares in Group companies 23 331,373 325,924 Profit/lo§s carried forward -1,168,603 -1,142,088

Shares in joint ventures 39 4.656 4.656 Net profit/loss for the year -52,918 -26,515

Other financial assets 22 2,215 2,621 Total equity 705,099 758,017

Total non-current assets 338,277 333,346 Non-current liabilities 24

Current assets on Other non-current liabilities, convertible loan 38 220,855 187,982

Trade and other receivables 26 1.094 1223 Other non-current liabilities 38 157,161 131,532

Receivables from Group companies 26,35 1,366,562 1,346,719 Total non-current liabilities EE0IE 319,514

Prepaid expenses and accrued income 27 516 629 Current liabilities 24

Cash and cash equivalents 28 2,782 7,594 Trade payables 31 756 1,631

Total current assets 1,370,954 1,356,165 Liabilities to Group companies 31,35 605,239 598,807

Total assets 1,709,231 1,689,511 Other liabilities 31 2,508 2,452
Accrued expenses and prepaid income 32 17,613 9,190
Total current liabilities 626,116 611,980

Total equity and liabilities 1,709,231 1,689,511
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Parent company statement of changesin equity Parent company statement of cash flows
Restrictedreserves Unrestrictedreserves SEK thousand NOTE 2022 2021
Fair value Share premium Retained : PR
SEK thousand Share capital reserve reserve earnings Total equity Operating activities
Operating profit/loss -2,333 17,875
Opening balance, January 1, 2022 14,492 - 1,912,128 -1,168,603 758,017 Adjustments for items not included in operating activities 36 112 -2,975
Net profit/loss for the year - - - -52,918 -52,918 Cost of borrowing including interest 36 = -1,392
Closing balance, December 31,2022 14,492 - 1,912,128 -1,221,521 705,099 Cash flow from operating activities before changes in working capital -2,221 13,508
. . Cash flow from changes in working capital
Restrictedreserves I sh Unrestricted rese;ves Increase (-)/decrease (+) in operating receivables -11,685 -9,155
Fair value are premium Retaine . AT
SEK thousand Share capital reserve reserve earnings Total equity Increase (+)/decrease (-) in operating liabilities e 24,394
Cash flow from operating activities -5,168 28,747
Opening balance, January 1, 2021 14,492 - 1,912,128 -1,142,087 784,532 X .
Net profit/loss for the year - - - -26,515 -26,515 Investing activities -
- Purchase of property, plant and equipment - -121
Closing balance, December 31,2021 14,492 - 1,912,128 -1,168,603 758,017 . T
Investments in subsidiaries 23 -50 -
Increase (-)/decrease (+) in short-term investments 406 -
Cash flow from investing activities 356 -121

Financing activities

Repayment of loans - -31,938
Cash flow from financing activities - -31,938
Cash flow for the year -4,812 -3,312
Cash and cash equivalents at the beginning of the year 7,594 10,906

Exchange rate difference in cash and cash equivalents = -
Cash and cash equivalents at the end of the year 2,782 7,594
Total available cash and cash equivalents 28 2,782 7,594
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Starbreeze AB (publ)isanindependent developer, creator, publisher and distributor
of PCand console games targeting the global market.

Starbreeze was foundedin 1998 and has since become a well-established devel-
operand publisher of computer andvideo games with officesin several countries
aroundthe worldandits main businessin Stockholm.

The Parent Company, registration number 556551-8932, is aregistered limited liabil-
ity company domiciled in Stockholm, Sweden. The company's addressis Regerings-
gatan 38,Box 7731,103 95 Stockholm, Sweden. Starbreeze AB (publ) is listed on Nasdag
Stockholminthe Small Cap segment.

The Board of Directors has approvedthese consolidated financial statements for
publication on April 13,2023.

E Summary of key accounting policies

The key accounting policies appliedin the preparation of these consolidated finan-
cial statements are set out below. These policies have been applied consistently
forallyears presented, unless otherwise stated.

2.1Basis for preparing the Parent Company’s and the Group's consolidated
financial statements
The consolidated financial statements for Starbreeze AB have been preparedin
accordance with the Swedish Annual Accounts Act, RFR 1Supplementary Accounting
Rules for Groups, as well as International Financial Reporting Standards (IFRS) and
IFRICinterpretations, as adopted by the EU. They were prepared using the cost
method, with the exception of the revaluation of liabilities at fair value through profit
orloss.

The Parent Company’s functional currencyis Swedish kronor (SEK), whichis also
thereporting currency forthe Parent Company and the Group. The financial state-
ments are therefore presentedin Swedish kronor. Unless otherwise stated, all
amounts are rounded to the nearest thousand.

Preparation of financial statementsinaccordance with IFRSrequires the applica-
tion of anumber of key accounting estimates. It also requires the management team
to make certainassessmentswhen applyingthe company’'saccounting policies.
Estimatesand assumptions are based on historical experience andanumber of fac-
torsthatare consideredreasonable under the prevailing circumstances. The results
of these estimates and assumptions are then used to assess the carryingamounts
of assetsandliabilities that are not otherwise readily apparent from other sources.
Actual outcomes may differ from these estimates and assessments. Areas involving
ahighdegree of estimation that are complex or where assumptions and estimates
are of material significance for the consolidated financial statements are disclosed
inNote 4. The Parent Company’s accounting policies are set outinNote 2.26.

2.1.1Changes to accounting policies and disclosures

A.New and amended standards applied by the Group

No IFRS or IFRIC interpretations that became mandatory for the first time for the finan-
cialyear beginning on January 1,2022 have had a material impact on the Group.

B.New standards, amendments andinterpretations of existing standards that are
notyet effective and for which the Group has not chosen early application.
Anumber of new standards andinterpretations are effective for financial years
beginning on orafterJanuary1,2022. These standards have not beenappliedinthe
preparation of this financial reportand are not expected to have amaterialimpact
onthe Group's financial statements.

2.2 Consolidated financial statements
Subsidiaries are allcompanies over which the Group has a controllinginfluence. The
Group controlsacompanywhenitis exposedto orhastherighttovariable returns
fromitsholdinginthe company and has the ability to affect those returns through
itsinfluenceinthe company. The Group also determines whetherit has a controlling
influencein caseswhereits shareholdings carry less than half of the voting rights,
butit stillhas the ability to exercise a controllinginfluence through de-facto control.
De-facto controlmay arise in circumstances where the proportion of the Group's
votingrightsinrelationtothe size and distribution of other shareholders’ voting
rightsenablesthe Group to direct financialand operational strategies, etc.
Subsidiaries are includedin the consolidated financial statements from the date
onwhichthe controllinginfluenceistransferredto the Group. They are notincluded
inthe consolidated financial statements as of the date on which the controlling
interest ceases.

The acquisition methodis used for recognition of the Group's business combina-
tions. The purchase price for the acquisition of a subsidiary consists of the fair value
of the assetstransferred, the liabilities incurred by the Group to the previous owners
of the acquired company andthe sharesissuedby the Group. The purchase price
alsoincludesthe fair value of any assets or liabilities resulting from a contingent
considerationarrangement.|ldentifiable assets acquired andliabilitiesassumedin
abusiness combination are initially measured at their fair value at the date of pur-
chase. The Group determines for each acquisition, on an acquisition-by-acquisition
basis, whetherholdingswhere there isanon-controllinginterestinthe acquired
company should be recognized at fair value or at the holding’s proportionate share
of the carryingamount of the acquired company’sidentifiable net assets.

Acquisition-related costsare recognized as they arise.

Every contingent consideration to be transferred by the Group isrecognized at fair
value at the time of purchase. Subsequent changesin the fair value of acontingent
consideration classified as aliability are recognizedin the income statementin
accordance with IFRS 9.

Goodwillisinitially measured at the amount by which the total purchase price
and fair value of non-controlling interests exceeds the fair value of the identifiable
assetsacquired and liabilities assumed. If the purchase priceisless than the fair
value of the acquired company’s net assets, the differenceis recognized directly
through profit or loss. Intra-Group transactions, balance sheetitems, income and
expenses on transactions between Group companies are eliminated. Gains and
lossesresulting fromintra-Group transactions that are recognizedin assetsare also
eliminated. Where appropriate, subsidiaries'accounting policies have been changed
to ensure consistent application of the Group's policies.

2.3 Segmentreporting
Operating segments arereportedinamanner consistent with the internalreporting
providedto the management team. The management teamisresponsible for allocat-
ingresources and assessing the performance of the company's operating segments.
Starbreeze's core businessis game development where PAYDAY is at the forefront.
As of the 2020 financial year, the company has only one segment, which accounts for
the absolute majority of total salesand earnings. Anyincome and expenses that are
notrelatedtothe core business are classified as otherincome and expenses. The
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Starbreeze Games segment consists of Starbreeze's proprietary games. Revenue for
the yearrelates mainly to salesrevenue androyalties for the rights to PAYDAY. The
Other segmentincludes Group-wide costs and projectsthatare not attributable to
the above segment.

2.4Foreign currency translation

Functional currency and presentation currency.

ltemsincludedinthe consolidatedfinancial statements are measuredinthe currency
usedinthe economicenvironmentinwhich the respective company primarily oper-
ates (functional currency). The consolidated financial statements are presentedin
SEK, whichisthe Parent Company's functional currency and presentation currency.

Transactions andbalance sheetitems

Transactionsinforeign currencies are translatedinto the functional currency at the
exchangeratesprevailing atthe transaction date. Exchange rate gains and losses
arising fromthe settlement of such transactions and from the translation of mone-
tary assetsandliabilities denominatedin foreign currencies at the closing day rate
arerecognizedintheincome statement as Other operatingincome and Other oper-
ating expenses, respectively.

Group companies

Earnings and the financial position of all Group companies (none of which have a

hyperinflationary currency as their functional currency) that have a functional

currency otherthan the presentation currency are translatedinto the Group’s

presentation currency as follows:

1.assetsand liabilities for each of the balance sheets are translated at the closing
dayrate

2.income and expenses for each of theincome statements are translated at the
average exchangerate (provided this average rate constitutes areasonable
approximation of the accumulated effect of the exchange rates applicable at the
transaction date, otherwise income and expenses are translated at the exchange
rate prevailing at the transaction date), and

3.allexchange rate differences arising are recognizedin Other comprehensive
income.

Goodwilland fair value adjustments arising from the acquisition of a foreign opera-
tionare treated as assets and liabilities of that operationand translated at the clos-
ing day rate. Exchange rate differences are recognizedin Other comprehensive
income.

2.5Property, plant and equipment

Property, plantand equipment are measured at costless depreciation. Costincludes
expensesdirectly attributable to the acquisition of the asset. Incremental expenses
are addedto the carryingamount of the asset or are recognized as a separate asset,

depending onwhichis most suitable, only whenitis probable that the future eco-
nomic benefits associated with the asset will benefit the Group and the cost of the
asset canbereliably measured. All other forms of repairs and maintenance are rec-
ognizedas anexpenseinthe periodinwhich they arise.

Assets are depreciated on a straight-line basis over their estimated useful lives
as follows:

- Computers-3years

- Otherinventory - byears

Theresidualvalue and useful life of the assets are reviewed at each balance sheet
date and adjustedasneeded.

Anasset'scarryingamountiswritten downimmediately toits net realizable value
if the asset’s carryingamount exceeds its estimated recoverable amount (para-
graph 2.7).

Gainsandlosses ondisposals are determined by comparing the proceeds from
the sale with the carryingamount at the time of the sale.

2.6 Intangible assets

A.Goodwill

Goodwillarises onthe acquisition of subsidiaries and relates to the amount by which
the purchase price exceeds Starbreeze’s share of the fair value of identifiable
assets, liabilities and contingent liabilities of the acquired company and the fair
value of non-controllinginterestsinthe acquired company.

Forthe purpose of testingimpairment, goodwill acquiredin business combinations
isallocatedto cash-generating units or groups of cash-generating unitsthatare
expectedto benefit fromthe synergies of the acquisition. Each unit or group of units
towhich goodwillhas been allocated corresponds to the lowest level within the
Group at which the goodwillis monitored forinternalmanagement purposes. Goodwill
ismonitored for each cash-generating unit. Thereis currently one cash-generating
unit.

Gooduwillis notamortized, butitis tested forimpairment annually or more fre-
quently if events or changesin circumstancesindicate the possibility of diminished
value. The carryingamount of goodwillis compared toits recoverable amount, which
isthe higher of its value in use andits fair value less selling costs. Any impairmentis
recognizedimmediately as an expense andisnotreversed.

B. Capitalized expenditure for game and technology development

Software maintenance costs are expensed as they arise. Development expenditure
thatisdirectly attributable to the development and testing of identifiable and unique
software products (usually game development projects) controlled by the Group is
recognized as anintangible asset when the following criteria are met:

- itistechnically possible to complete the software so thatit can be used

- the companyintends to complete the software for sale oruse

- there are conditions for selling or using the software,

- the companyis able todemonstrate how the software will generate probable
future economic benefits

- adequate technical, economic and otherresources to complete development and
use or sellthe software are available, and

- the expenditure attributable to the software during development can be measured
reliably.

Development projects that are considered to meet all criteria for capitalization are
capitalizedinthe balance sheetandreportedas “Capitalized development cost for
proprietary game andtechnology development”. Starbreeze expenses development
costsifthe above criteriaare not met.

During the year, the Group capitalized game development expenses for PAYDAY 2,
PAYDAY 3and new IPs.

Capitalizationisrecognized netintheincome statement, which means that the
costs capitalizedreduce the costsintheincome statementontheline where the
original costwasrecognized. The assetisamortized from the game's release date
and over its estimated useful life, whichis typically between 18 and 120 months.

C.Rights to software
Gamerights, game engines and other software licenses (technology) acquiredin
business combinations are recognized at fair value at the acquisition date.

Acquired software licenses are capitalized on the basis of the costsincurredwhen
therelevant software is acquired and putinto use. These capitalized costs are amor:
tized over the estimated useful life, whichis typically between 18 and 60 months. As
amortization periods should reflect economic life, depreciation periods are not
always onastraight-line basis.

D.Licenses andotherrights

Licensesandotherrightsacquired separately are stated at cost. Licenses acquired
inbusiness combinations are stated at fair value at the acquisition date. Licenses
andrightshave adeterminable useful life and are stated at costlessaccumulated
amortization. Amortization is usedto allocate the cost of licenses over their esti-
mated useful life of 3-10 years.

2.7TImpairments of non-financial assets

Assetswith anindefinite useful life are not written off but are tested annually for
impairment. Assets thatare being written off are assessed forimpairment whenever
eventsorchangesincircumstancesindicate that the carryingamount may not be
recoverable. Animpairment lossisrecognized at the amount by which the carrying
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amount of the asset exceedsitsrecoverable amount. Therecoverable amountisthe
higher of the asset’s fair value less selling costs andits value in use. During the year,
the Group wrote off non-financial assets of SEK 0 million (0).

2.8Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes
party tothe contractual terms of the financialinstrument. Financial assets are
derecognized from the statement of financial position when the contractual rights
relating to the financial asset cease, or whenthe financial asset and all significant
risks and benefits are transferred. Financial liabilities are derecognized from the
statement of financial position when they are extinguished, i.e. when the obligation
isdischarged, canceled orexpires.

Classification and measurement of financial assets atinitial recognition

With the exception of trade receivables that do not contain a significant financing
component andare measured at transaction costinaccordance with IFRS 15, all finan-
cialassetsareinitially measured at fair value, adjusted for any transaction costs.

Subsequent measurement of financial assets
Financial assets, other than those identified and effective ashedging instruments,
are classified inthe following categories:

- amortized cost
- fairvalue through profit orloss

- fairvalue through other comprehensive income

The Group has no financial assetsin the fair value through profit or loss or fair value
through other comprehensive income categoriesin 2022. The classificationis deter-
mined by both:

- the company’'sbusiness model for managing the financial asset, and

- the characteristics of the contractual cash flows from the financial asset

Allincome and expenses relating to financial assets that are recognizedinthe
income statement are classified as financial expenses or financial income, except
fortheimpairment of trade receivables classified as selling costs.

Financial assets are measured at amortized costif the assets meet the following
conditionsand are not recognized at fair value through profit or loss:

- theyareheld within the framework of a business model whose objectiveistohold
the financial assets and collect contractual cash flows, and

- the contractualterms of the financial assets give rise to cash flows that are solely
payments of the principalandinterest on the outstanding principal.

Afterinitialrecognition, these are measured at amortized cost using the effective
interest method. Discountingis omittedif the effect of discountingisimmaterial.

The Group's cash and cash equivalents, trade receivables and most otherreceiv-
ablesbelongtothis category of financial instruments.

Classification and measurement of financial liabilities
The Group's financial liabilities include trade payables and other liabilities, other
long-term liabilities and liability for earnout.

Financial liabilities are initially measured at fair value, adjusted for transaction
costs, unlessthe Group has classified the financial liability at fair value through profit
orloss.

Afterinitial recognition, financial liabilities are measured at amortized cost using
the effective interest method, except for financiallliabilities measured at fair value
through profit or loss. Financial liabilities measured at fair value through profit or loss
are financial liabilities held for trading and comprise the Group's contingent consid-
eration. Liabilities in this category are classified as current liabilities if they are
expectedto be settledwithintwelve months, otherwise they are classified as
non-current liabilities.

Allinterest-related fees and, where applicable, changesin the fair value of aninstru-
ment that are recognizedin profitorloss areincludedin Financial expenses or Finan-
cialincome, or Other operatingincome or Other operating expenses.

2.9 Impairment of financial assets

The Group assesses the value of its financial assets by evaluating the strengths and
weaknesses of customers and other contracting partiesbased ontheinformation
available. Since the company’'s otherreceivablesrelate to asmallnumber of coun-
terpartieswho are financially sound and pay according to plan or past payment pat-
terns, and the Group has not historically experienced significant credit losses, itis
consideredthat any loss provisionsin additionto the receivables already provided
fordonotneedtoberecognized because the amountsinvolved are insignificant.

2.10 Tradereceivables
Tradereceivable are amounts due from customers for goods sold or servicesren
deredinthe ordinary course of business. If paymentis expected within one year, they
are classifiedas current assets. If not, they are recognized as non-current assets.
Tradereceivablesare initially recognized at fair value and subsequently at amortized
costusing the effective interest method, less any provision for adeclinein value.
The Group's customers consist of alimited number of large customers who are
financially sound, which means that the Group's creditriskis low. Revenues do not
come fromend customers.Receivables that are more than six months overdue
relate tothe old VRtech and Operations segment and have been provided forin full.

2.11 Cash and cash equivalents
Cashandcashequivalentsinclude cash, bank balances and currentinvestments
maturing within three months of the acquisition date.

2.12 Share capital

Ordinary shares are classified as equity. Transaction costs directly attributable to
theissue of new shares or options are recognizedin equity as a deduction from the
proceeds of theissue, net of any tax.

2.13 Trade payables
Trade payables are obligationsto pay for goods or services acquiredinthe course
of ordinary operating activities. Trade payables are classified as current liabilities if
they falldue within one year or less. If not, they are recognized as non-current liabili-
ties.

Trade payables are initially recognized at fair value and subsequently at amortized
costusingthe effective interest method.

2.14 Borrowings

The company hasissuedaconvertible debtinstrument, known asacompound finan-
cialinstrument, where the holder candemand conversion to shares, and where the
number of sharestobeissuedis not affected by changesin the fair value of the
shares. The liability component of acompound financialinstrument s initially recog-
nized at the fair value of a similar liability that does not carry aright to conversion into
shares. The fullterms and conditions of these convertible debtinstruments are
available onthe company’'s website.

The equity componentisinitially recognized as the difference between the fair
value of the entire compound financialinstrument and the fair value of the instru-
mentif no conversion option were available. Directly attributable transaction costs
are allocated to the liability and equity componentsin proportion to their initial
carryingamounts. The equity componentisrecognizedin equity net of tax.

After the acquisition date, the liability component of acompound financialinstru-
mentis measured atamortized cost using the effective interest method. The equity
component of acompound financialinstrumentis not remeasured after the acqui-
sitiondate.

2.15 Current and deferred tax

Tax expenses forthe yearinclude current and deferred tax. Taxis recognizedin the
income statement. The current tax expense is calculated on the basis of the tax
regulations that have been adopted or substantively adopted onthe balance sheet
dateinthe countries where the Parent Company andits subsidiaries operate and
generate taxablerevenue. The management teamregularly evaluates the claims
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made inself-assessments for situations where applicable tax regulations are sub-
jecttointerpretation. Where appropriate, it makes provisions foramounts that are
likely to be payable to the tax authorities.

Deferredtaxisrecognizedin full using the balance sheet method, on all temporary
differencesarising betweenthe taxbases of assets and liabilities and their carrying
amountinthe consolidated financial statements. However, itis not recognizedif the
deferredtaxarises fromatransactionthatrepresents theinitial recognition of an
assetorliability thatis notabusiness combination and, at the time of the transac-
tion, affects neither accounting or taxable earnings or losses. Similarly, deferred tax
isnotrecognizedifit arises fromtheinitialrecognition of goodwill. Deferred taxis
calculated using taxrates (andlaws) that have been enacted orannouncedat the
balance sheet date and are expectedto apply when the deferred tax assetin ques-
tionisrealized orthe deferredtaxliability is settled.

Deferredtax assetsarerecognizedtothe extent thatitis probable that future tax-
able profits will be available against which the temporary differences can be utilized.

Loss carryforwards cannot be utilized between companiesin different countries,
andtheremaining Swedish loss carryforwards have a Group contributionrestriction
withregardtoEnterspace ABand the other Swedish Group companies, whichis appli-
cabletolossesgenerateduptoDecember 31,2016 and cannot be utilized until 2023 at
the earliest.Forloss carryforwards generated up to andincluding 2019, thereisalso a
Group contributionrestriction relating to the two new companiesin the Group, New
Starbreeze Studios AB and New Starbreeze Publishing AB. These carryforwards can
not be utilized until 2026 at the earliest. For loss carryforwards generated up to and
including 2021, thereisalsoa Group contributionrestriction relatingto one new com-
panyinthe Group, New Starbreeze Publishing PDIP AB. These carryforwards cannot be
utilized until 2028 at the earliest. Forloss carryforwards generated up to and includ-
ing2022,thereis also aGroup contributionrestriction relating to one new company in
the Group, Starbreeze IP AB. These carryforwards cannot be utilized until 2029 at the
earliest.

2.16 Employee benefits

Pension obligations

Withinthe Group, pension plans are predominantly defined contribution plans.In
defined contribution plans, the company pays fixed contributions to a separate legal
entity and has no obligationto pay further contributionsin the future. Expensesin
the form of personnel costs are charged againstthe Group's earnings as the bene-
fits are vested.

Post-employment benefits
Post-employment benefits are paid when anemployee’'s employmentis terminated
by the Group before the standardretirement date or whenthe employee accepts

voluntary redundancy in exchange for such benefits. Severance payisnotrecog-
nized until the Group has offered voluntary redundancy or when aformal plan that
cannot be withdrawnhas been established.

Profit sharingand bonus plans

The Group recognizes aliability and an expense forbonus plans and variable remu-
neration. Forbonus planslinked to salesroyalties, the liability and expense are rec-
ognized only when the conditions forreceiving the royalties are met. The cost and
liability for variable remuneration are based on estimates of expected outcomes.

2.17 Share-based remuneration
AsatDecember 31,2022, the Group has no outstanding employee stock option
programs.

The Group hasashare warrant plan for senior managers and certain otherkey
employees, inordertomanage newrecruitments and promotions. The planis
describedinNote 30.

2.18 Provisions

Provisions arerecognized when the Group has alegal or constructive obligationas a
result of pastevents, whenitis probable that an outflow of resources will be required
to settle the obligation and the amount has beenreliably estimated. No provisionis
made for future operating losses.

Provisions are measured at the present value of the amount expectedto be
required to settle the obligation. For this purpose, apre-taxdiscount rateis used
thatreflectsacurrent market assessment of the time-dependent monetary value
andtherisks associated with the provision. The increase in the provision due to time
passingisreportedasaninterest expense. Asat December 31, there are no provi-
sionsinthe Group.

2.19 Revenuerecognition

The Group'srecurringrevenues come mainly fromend customers who pay a one-off
price forgames and from the sale of DLCs (e.g.,add-on packs). These models are
describedinmore detail on page 12. 76 percent of the Group's salesin 2022 were via
the Steam platform. Revenues from Steam and other platforms are invoiced monthly
orquarterlyinthe month following the sales period. Payment terms vary fromimme-
diate payment uponreceipt ofinvoice to 30 days from the invoice date.

Revenue from customerswho buy gamesis often shared among more than one
party,dependingontherole of the partyinthe transaction. According towhethera
partyisadistributor, publisher, developer or owns the gamerights, it receives differ-
entsharesof the grossrevenue from the customer. For each contract enteredinto
by the Group, the role and the accounting implications of acting as principal or agent
intherevenue streamare analyzed. Where the Group is assessed as the principal for

arevenue flow, the revenueisrecognized gross asnet sales, and therevenue shares
passedontootherparties are recognized as costsintheincome statement. At pres-
ent,the Groupis classified asthe agentin all contracts and thus recognizes the net
of revenues andshares passedontothe principalasnetsales.

Where the sale of publishingrights or any licensing deals take place, these must be
disclosed. No such transactions occurred during the year. For more information, see
Notesband.

Inorderto determine whether the Groupis the principal oragentinrevenue trans-
actionswhenmultiple parties areinvolvedin deliveringa game to the final customer,
the question of whether the Group has control of the asset purchased by the cus
tomerbeforeitistransferredis assessed. Whenthe Group sells through athird party,
the assessmentisthatitdoesnotcontrolthe salesserviceinvolvedinsellingthe
game tothe end customer. The Group also considers that it does not control the
game (product)itself atthe stage whereitis sold to the end customer viaanother
party.Starbreeze sets the price when sales are made through digital channels. In
caseswhere the gameis aphysical product soldthrough aretailer, itis also
assessed whether theretailerhasassumed the inventory risk of the game, asis the
caseinallsuchsales.Starbreeze'soverallassessmentis thatinthe various transac-
tionchainsitdoesnothave control over the final sales stage and therefore recog-
nizesitsrevenuesnet of partnersandretailers’ share of the customer’s payment for
agame.

Royalties ongames sold arerecognized asrevenuein the period in which the
sale takesplaceinaccordance with the rules of IFRS 15. Under certain agreements,
Starbreeze sells the right to distribute a game IP for a specific platform. This usually
occursduringthe game's development. Starbreeze recognizes thispaymentas a
liability until the game is completed and delivered. After delivery of the base game,
whichis performance commitment 1, theliability is taken up asrevenue. Any future
revenue sharing, which may benefit Starbreeze, willbe recognized asrevenue on an
ongoing basis. Thisrevenue streamrelates to performance commitment 2, whichis
future DLC that willbe provided under contractif the gameis successful.

When selling games to retailers, the Group receives royalties only after the end
consumer has purchasedthe game and not when the productis delivered to the
retailer. Stores cannotreturnany products sold.

Interestincomeisrecognized over the period using the effective interest method.

2.20 Leases
The company applies IFRS 16 Leases.

Allleased premises are accounted forinaccordance with IFRS16. Other leases fall
under the exemptionrules for low-value or short-term leases andrelate mainly to
therental of office equipment.
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The company has one car thatis accounted forinaccordance with IFRS 16.

As atthe balance sheetdate, the Group's carryingamount of right-of-use assets
was SEK 20.4 million (34.0). Anon-currentreceivable of SEK 0.0 million (1.2) and a current
receivable of SEK 0.0 million (1.8) were recognized inaccordance with the standard
forsublease contracts. Interms of liabilities, the Group recognized anon-current
liability of SEK 5.4 million (21.0) and a current liability of SEK 16.2 million (17.8). The value
of right-of-use assets decreased by SEK14.2 million (14.9) as adirect consequence
of the amortization of right-of-use assets during the year. Net financialincome was
negativelyimpacted by SEK0.7 million (1.1). The deposit paid for the premisesin
Stockholmisrecordedasafinancial fixed assetin the balance sheet.

Norental feeshadbeen paidinadvance at the end of the year.

Whendiscounting future lease payments, Starbreeze uses the marginal lending
facility rate per country asthe discountrate. The marginal borrowingrate is based
onthelessee’s financial strength, the country, and the length of the current lease.

Asitisconsideredunlikely that these willbe used, any renewal optionsin the con-
tracts were not takeninto accountin the calculations. Non-lease components such
as electricity costswere notincludedin the calculations. See also Note 10 Right-of-
use assets.

2.21Statement of cash flows

The statement of cash flows has been prepared using the indirect method. Reported
cash flowsinclude transactionsinvolving cash receipts or paymentsonly. The com-
pany's cash andcash equivalents consist of cash and bank balances atthe balance
sheet date.

2.22 Earnings per share

Basic

Basic earnings per share are calculated by dividing the profit attributable to the
Parent Company's shareholders by aweighted average number of ordinary shares
outstanding during the period, excluding any repurchased shares held as treasury
shares by the Parent Company.

Diluted

To calculate diluted earnings per share, the weighted average number of ordinary
shares outstandingis adjusted for the dilutive effect of all potential ordinary shares.
There was no suchdilutive effect for the 2022 financial year. The company has an out-
standing convertible which, in the event of a posssible future conversion, could
resultinadilution of up to 131.9 million shares.

2.23 Jointventures
UnderIFRS 11, aninterestinacollaborative arrangement shall be classified as eithera
jointoperationor ajoint venture depending on the contractual rights and obligations

of eachinvestor. The Group only has joint ventures. Joint ventures are accounted for
using the equity method.

Under the equity method, investmentsinjoint ventures are initially recognized at
acquisition costinthe consolidated balance sheet. The carryingamountis subse-
quentlyincreased ordecreasedtoreflect the Group's share of profit orlossand
other comprehensiveincome fromits joint ventures after the acquisition date. The
Group's share of profit orlossisincludedinthe consolidated income statement and
the Group's share of other comprehensiveincomeisincludedinthe Group's other
comprehensive income. Dividends from joint ventures are recognized as areduction
ofthe carryingamount of the investment. Unrealized gains on transactions between
the Group anditsjoint ventures are eliminated to the extent of the Group'sinterestin
thejointventures. Unrealizedlossesare also eliminated unless the transaction con-
stitutes anindication of impairment of the asset being transferred. The accounting
policies forjoint ventures were adjusted where necessary to ensure compliance
with the Group's accounting policies.

2.24 Earnouts

Earnouts are measured at fair value and at the closing day rate. The revaluationis
chargedtotheincome statementandrecognizedinnet financialincome/expense.
Formoreinformation, see Notes 4 and 32.

2.25 Available-for-sale assets and liabilities
Balance sheetitems are valued at the lower of the carryingamountand fair value.
Foreign assetsarevalued at the exchange rate onthe balance sheet date.

2.26 Parent Company accounting policies

Presentationformat

The presentation format of theincome statement and balance sheet complies with
the Swedish Annual Accounts Act. This means that there are differences compared
tothe consolidated financial statements, mainly with regard to financial income and
expenses, provisions and the statement of changesinequity.

The annualaccounts for Starbreeze AB, the Parent Company, have been prepared
inaccordance with the Swedish Annual Accounts Act and the Swedish Financial
Accounting Standards Council'srecommendation RFR 2. RFR 2 states that parent
companies must apply International Financial Reporting Standards (IFRS) as adopted
by the EUintheirannualaccounts, to the extent that thisis possible withinthe frame-
work of the Swedish Annual Accounts Act and the Swedish Pension Obligations Vest-
ing Act, and taking into account the relationship between accounting and taxation.
Therecommendation specifies the exceptionsandamendments requiredin relation
toIFRS.

Accordingly, the Parent Company applies the principles set outin Note 2 tothe
consolidatedfinancial statements, with the exceptions indicated below. The policies

have been consistently applied for allyears presented, unless otherwise stated.
The same accounting policies were applied asinthe previous year.

Shares andinvestmentsin subsidiaries and associates
Sharesandinvestmentsin subsidiaries and associates are recognized at cost less
any impairments. Dividends received are recognized asincome.

Whenthereisanindication that shares andinvestmentsinsubsidiaries or associ-
ateshave declinedinvalue, therecoverable amountis calculated. If thisis lower than
the carryingamount, animpairment lossisrecognized.Impairment losses arerecog-
nizedunder Impairment of shares in subsidiaries.

The Parent Company does not apply the Group's accounting for acquisition costs.
Inthe Parent Company, costs relating to the acquisition of sharesin Group compa-
niesareincluded undertheitemNon-current assets.

Financialinstruments

The noteson financial assets showhow the itemsin the balance sheetrelate to the
classificationusedinthe consolidated balance sheetandinthe Group'saccounting
policies. The company applies fair value measurementinaccordance with the Swed-
ish Annual Accounts Act, Chapter 4, Section 14 (a)-(d) and the description of account-
ing policiesinNote 2.8 of the Group therefore also applies to the Parent Company.

Group contributions
Group contributions arerecognized as appropriations.

Deferredincome tax

Amountsallocatedtountaxedreservesrepresent taxable temporary differences.
Due to therelationship between accounting and taxation, however, deferred tax
liabilities onuntaxedreservesinalegal entity are recognized as a component of
untaxedreserves. Appropriationsintheincome statement are alsoreportedinclud-
ing deferred tax.

Leases
Allleases, whether they are financial or operating leases, are recorded as operating
leases.
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ﬂ Financial risk management

The Groupisexposedtoanumber of different financial risks inits operations: market
risks (primarily currency risk and a non-materialinterest rate risk), credit risks, liquid
ity risks and capitalrisks. The Group's global risk management policy focuses on the
unpredictability of the financial markets and seeks to minimize potential adverse
effectsonthe Group's performance.Risk managementis carried out by the Finance
Departmentandthe CEOinaccordance with the decisions taken by the Board of
Directors. Amore detailed description of the Group’s risks and their management
canbefoundintheDirectors report.

A.Marketrisk

Currencyrisk

The Group operatesinternationally and is exposedto currency risks from various
currency exposures. Currency risk arises from future business transactions, recog-
nized assetsand liabilities and netinvestmentsin foreign operations. Inorder to
manage the foreign exchange risk arising from future business transactions, recog-
nized assets and liabilities, the Group has the optionto use forward contracts. Before
enteringinto foreign currency contracts, the CEO or CFO discusses possible hedging
with the Board of Directors and the Board decides whether hedging should take
place.The Group matches, as far as possible, cashinflows and outflowsin the differ-
entcurrencies, thereby obtaining a natural form of hedging. Currency flows are con-
tinuously monitored and followed up by the Finance Department.n 2022, the com-
pany used currency derivatives linked to expected future game financing fromPlaion
(previously Koch Media Group). Currency derivatives are used to hedge the foreign
exchangerisk for the expected future financing. Derivatives are reported at fair value
through profit orloss, and as at December 31,2022, this valuation had a negative
impact on profit orloss through an unrealized change in value of SEK-2.1 million (0).
The Groupreceivesroyalties on games sold and otherrevenuesin USD.

Currency risks arise when future business transactions orrecognized assets and
liabilities are denominatedin a currency thatisnot the Group's functional currency.
Decisions on forward cover are taken by the Board of Directors.

Ifthe USD exchange rate had been 10 percent higher against the SEK with all other
variables held constant, revenue for the year ending December 31,2022 would have
been SEK12.2 million (13.9) higher and expenses for the year would have been SEK 2.6
million (1.5) higher.

Ifthe USD exchange rate had been 10 percent lower against the SEK with all other
variables held constant, revenue for the year ending December 31,2022 would have
been SEK 12.2 million (13.9) lower and expenses for the year would have been SEK 2.6
million (1.5) lower.

If the EUR exchange rate hadbeen 10 percent higher against the SEK with all other
variables held constant, revenue for the year ending December 31,2022 would have
been SEK 0.4 million (0.3) higher and expenses for the year would have been SEK 1.7 mil-
lion (2.3) higher.

If the EUR exchange rate hadbeen 10 percent lower against the SEK with all other
variables held constant, revenue for the year ending December 31,2022 would have
been SEK 0.4 million (0.3) lower and expenses for the year would have been SEK 1.7 mil-
lion (2.3) lower.

Of the netassets denominatedin foreign currencies at the balance sheet date of
December 31,2022, approximately SEK 12.7 million (0.4) were denominatedin USD. If the
USD exchange rate had been 10 percent higher/lower compared to the exchange rate
prevailing at December 31,2022, the Group's result/equity after tax would have been
positively/negatively impacted by approximately SEK 1.6 million (0.0).

Of the net assets denominatedin foreign currencies at the balance sheet date of
December, 312022, approximately SEK-172.0 million (-72.7) was denominated in EUR. If
the EUR exchangerate had been 10 percent higher/lower compared with the
exchange rate prevailing at December 31,2022, the Group’s result/equity after tax
would have been negatively/positivelyimpacted by approximately SEK 17.2 million (7.3).

If the Swedish kronahad weakened/strengthened by 10 percentinagainst the EUR
with all other variables held constant, the restated profit after tax as at December 31,
2022 would have been SEK 0.3 million (0.5) lower/higher.

Ifthe Swedish kronahad weakened/strengthened by 10 percent in against the USD,
with all other variables held constant, the restated profit after tax as at December 31,
2022 would have been SEK 0.1 million (0.1) lower/higher.

The Parent Company also hasreceivables fromits subsidiaries, mainly in EUR and
USD. Thesereceivables are revalued at the exchange rate prevailing on the balance
sheetdate and changesarerecordedinthe Parent Company's operating profit/loss.

Interest rateriskrelating to cash flow and fair values

The company currently hasinterest-bearing liabilities in the form of convertible loan
aswellas anoverdraft facility with anoverdraft rate linked to STIBOR. Anincreaseed
interestrate can meananincreased costif the overdraftisused. The convertible
loan has afixedinterestrate of 2 percent. The fixed interest rate means that there is
nointerestraterisk. There are nointerest-bearing assets.

A.Pricerisk

The Groupis exposedto priceriskifinvestments, which are classified as assets at
fairvalue through profit or loss, are held by the Group. As at December 31,2022, the
company had no short-terminvestments.

B.Credit risk
Creditrisk arises from cash and cash equivalents and deposits with banks and finan
cialinstitutions and credit exposures to customers, including outstanding receiv-

ablesand contractual transactions. The Group has no significant concentration of
creditrisk. The maximum credit risk exposure correspondsto the carrying amount of
the financial assets.

Only banks and financialinstitutions with a minimum credit rating of "A”awarded by
independent assessors are accepted and the approved financialinstitutions are
namedinthe company’s financial policy. A decision by the Board of Directors is
requiredif anotherinstitutionisto be used. The main bank funds are heldin a Swedish
commercial bank.

Inorderto minimize credit risks, the creditworthiness of partnersis assessedon
anongoing basis. Any unpaidamounts are followed upimmediately and customers
are contacted. We follow the industry and have regular, close contact with our cus-
tomers. The Group's customers consist of alimited number of large customers who
are financially sound, which means that the Group's credit risk is low. Revenues do not
come fromend customers.For more information, see Note 2.9 Impairment of financial
assets.

Theremainingintra-Group liabilities are expected to be paid when all claims are
settledaccording to the agreedrestructuring plan.

C.Liquidity risk

Cash flow forecasts are preparedforthe Group asawhole. The Finance Department
regularly prepares and evaluates forecasts for the Group's cashreserve. The CFOis

responsible forensuring that these are preparedandreported to the CEO and Board
of Directorsinaccordance with the Group's finance policy.

The Group's policy isthatif investments are made, they should be safe, low-risk
investmentswith short maturities, thus reducing the risk of liquidity shortfalls.

The table below shows the Group's financial liabilities broken down by the time
remaining until the maturity date on the balance sheet. The amounts shownin the
table are the contractual, undiscounted cash flows. The company has externalloans
from Digital Bros (which took over the receivable from Smilegate in March 2020). SEK 215
million corresponds to aconvertible loan (which can be convertedinto shares with
an exercise price of SEK1.63 per share). Externalliabilities total SEK 320 million. Loans
arerepaid when the respective borrowing company has available fundsand a posi-
tive cash flow. The convertible loan and the renegotiationloss have a maturity date
of December 6,2024. For description regarding risk associated with convertible loan,
see page4l.
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Between Between More
1-6 7-12 land2 2and5 thanb
months months years years years
As at December 31, 2022
Trade payables 15,816 - - - -
Lease liability 7,418 8,769 5,263 169 -
Convertible loan - - 215,000 - -
Liability, renegotiation loss - - 165,000 - -
Other liabilities 4,732 48,222 3,012 = -
Total 27,966 56,991 388,275 169 -
Between Between More
1-6 7-12 land2 2and5 than 5
months months years years years
As at December 31, 2021
Trade payables 6,746 - - - -
Lease liability 8,174 9,631 14,802 6,199 -
Convertible loan - - - 215,000 -
Liability, renegotiation loss - - - 165,000 -
Other liabilities 4,685 48,505 11,208 - -
Total 19,605 58,136 26,010 386,199 -
D. Capital risk
The CFO continuously monitors the Group's liquidity and capital requirements for the
year ahead.

The Board of Directors has assessed whether the going concern assumptionis
met. The factors underlying the Board's assessment are as follows:

- The company has signed a publishing agreement for PAYDAY 3 with Plaion, which
means that the game development for PAYDAY 3is financed up to its release in 2023.

- The company willreceive ongoing revenue from sales linked to PAYDAY 2 and PAYDAY
3.

- Non-currentliabilities related to game financing from Plaion willincrease as
financingis obtained and the liability will be credited in connection with the future
distribution of PAYDAY 3 salesrevenues.

- The company signed alicensing agreement with PopReach Corporation for PAYDAY
CrimeWar, the mobile game version of PAYDAY 2.

Based onthe above, the assumption of going concernis deemedto be met.

E.Fairvalue calculation
The table below shows financial instruments at fair value based on classificationin
the fair value hierarchy. The various levels are defined as follows:

- Quotedprices (unadjusted) in active markets foridentical assets or liabilities (Level 1)

- Observable dataforthe asset orliability other than quoted pricesincludedin LevelT,
eitherdirectly (i.e.as price quotations) orindirectly (i.e. derived from price quota-
tions) (Level 2).

- Input for the asset orliability thatisnot based on observable market data (i.e.
unobservable data) (Level 3)

The table onthe next page shows the Group’s financial assets and liabilities mea-
sured at fair value as at December 31,2022. There were no transfers between levels
during the year.

Level 2 financialinstruments
Measurement techniques are used to determine the fair value of financialinstru-
mentsthat are nottradedin an active market (for example, OTC derivatives). Market
informationis usedas much as possible where itis available, while company-specific
informationis usedaslittle as possible.For this, the Group includes convertible
loansand anembeddedderivative containedin the Digital Bros convertible loan.
Forthe convertible loanreceivables, the costis estimated to equal fair value due to
the short maturity of the convertible. The embedded derivative in the convertible
loan to Digital Brosis measured at fair value based on the prevailing share price,
share volatility and risk-free interest rate.

Where one or more significant inputs are not based on observable market infor-
mation, theinstrument concernedis assignedto Level 3.

Level 3 financialinstruments

Fairvalue hasbeen estimated by calculating the present value of expected future
cashflows. The calculations are based on adiscount rate of nine percentand
assumed probability-adjusted revenues.

Fair value calculation, Group 2022 Level 2 Level 3

Financial assets and liabilities valued at fair value
through profit or loss as at December 31, 2022

Financial liabilities

Derivatives 2,102 -

Fair value calculation, Group 2021 Level 2 Level 3

Financial assets and liabilities valued at fair value
through profit or loss as at December 31, 2021

Financial liabilities

Derivatives - -

n Key accounting estimates and judgments

Estimates andjudgments are evaluated regularly and are based on historical experi-
ence andother factors, including expectations of future events consideredreason
able under prevailing circumstances.

The Group makes estimates and assumptions about the future. The resulting esti-
mates foraccounting purposes will, by definition, rarely correspond to actual out
comes. The estimates and assumptions that entail a significant risk of causing a
material adjustment to the carryingamounts of assets and liabilities within the next
financial yearare discussedbelow.

Income tax
Deferred tax assets arerecognizedinrespect of taxloss carryforwards to the extent
thatitis probable that they can be utilized against future taxable profits.

Since the company’'s future estimated profits cannot be calculated satisfacto-
rily, asat December 31,2022 the Group has noreported tax assetslinked to loss car
ryforwards. Loss carryforwards cannot be utilized between companiesindifferent
countries, andthe remaining Swedish loss carryforwards have a Group contribution
restriction with regardto Enterspace AB and the other Swedish Group companies,
whichis applicable to losses generated up to December 31,2016 and cannot be uti-
lizeduntil 2023 at the earliest. Losses generated up to andincluding 2019 are sub-
jecttoaGrouprestrictionrelating to the two new companiesin the Group, New
Starbreeze Publishing ABand New Starbreeze Studios AB. For loss carryforwards
generated up toandincluding 2021, thereis also a Group contribution restriction
relatingto one new companyinthe Group, New Starbreeze Publishing PDIP AB. These
carryforwards cannot be utilized until 2028 at the earliest. For loss carryforwards
generated up toandincluding 2022, there is also a Group contributionrestriction
relating to one new company inthe Group, Starbreeze IP AB. These carryforwards
cannot be utilized until 2029 at the earliest.

Starbreeze also has companies locatedin Luxembourg, where future profits may
be taxed at alower taxrate thanin Sweden. Should thistaxarrangement notbe
approved by the taxauthorities, any future profits may adversely affect Starbreeze.

Revenue recognition

Proprietary games are sold digitally and physically via external distributors for PC as
wellas game consoles, such as PS4, Xbox Live andNintendo Switch. Inall cases, the
gross payment stream goes through the platform distributor. Starbreeze has deter



STARBREEZE

ENTERTAINMENT

Introduction

Strategy Thebusiness

Sustainability Forinvestors

Corporate governance

Directors’report

Financial information

Notes

Remunerationreport

> NOTE 4 CONTINUED

mined that agreements concerning the sale of proprietary games should be classed
asrevenue-sharing agreements, meaning that Starbreeze only recognizesits share
of therevenue,itsroyalties,initsincome statement. For agreements where Star-
breezeisinstead deemedtobeapartytothe end customer, the companyisrequired
toaccount forthe entirerevenue on agrossbasisand the publisher's share of the
revenueisaccountedforasadeductible costitem, which meansthe same net profit
orlossaswith the currentaccounting. Net sales alsoinclude sales of licenses, game
franchises or other similarrights, where such transactions are of arecurring nature
forthe company.Nosuch transactions occurred during 2022.

Capitalization of game development expenses

The Group’s expenditure on game developmentis capitalized when an assessment
of the game's commercial potential can be made. The assessment of commercial
viability andreturnis based on factorsincluding previously released games.

Earnout, ePawn

Forthe earnout, whichislinked to the revenuesrelated to the technology acquiredin
2016, the probability has been assessed and the liability isrecognized as aliability in
the Parent Company andthe Group. As at December 31,2022, the earnoutis 0.

Leases

The company continuously reviews its need for premises, anditis uncertain whether
any renewal options onthe leasesrecognized under IFRS16 will be exercised. These
have therefore not beentakenintoaccountinthe calculations.

Impairment testing ofintangible assets
The Group tests annually forimpairment of goodwilland otherintangible assets with
indefinite useful lives,inaccordance with IFRS and IAS 36. Testing is performed more
oftenifthereisanindication of declineinvalue. Thisyear'simpairment test did not
show any needforimpairment. If the planned release of Payday 3is not successful,
itmight lead to the impairment of capitalized expensesinthe future.

SeeNote 20, Intangible assets forinformation regarding the sensitivity analysis.

Valuation of subsidiary shares and receivables from subsidiaries

The Parent Company assesses each year whetherthereisany need forimpairment of
sharesinsubsidiaries andreceivables from subsidiaries. No impairment losses were
recordedinthe financial year.

Goingconcern
Formoreinformation, see Note 3D.

E Segmentinformation

During the financial year, Starbreeze presentedits results according to the segments
Starbreeze Games and Other.Reportingis done down to operating profitand no
reportingisdone on assets andliabilities.

Operating segments arereportedinamanner consistent with the internal report-
ing provided to the management team responsible for allocating resources and
assessing the operating segment’s performance. Management assesses the busi-
nessbrokendowninto two segments.

Referalsotosection2.3underaccounting policies for furtherinformationonthe
company's segments.

Segment reporting, Group 2022 2021

Starbreeze Games

Net sales 121,904 120,213
Direct costs -60,322 -55,442
Gross profit/loss 61,582 64,771
Operating costs -43,379 -109,020
Operating profit/loss 18,203 -44,249
2022 2021
Other
Net sales 5,698 5,476
Direct costs -205 -860
Gross profit/loss 5,493 4,616
Operating costs -16,950 -14,087
Operating profit/loss -11,457 -9,47
2022 2021
Total
Net sales 127,602 125,689
Direct costs -60,527 -56,302
Gross profit/loss 67,075 69,387
Operating costs -60,329 -123,107

Operating profit/loss 6,746 -53,720

Thereisnorevenue frominter-segment transactions sothe netrevenue presented
relatestorevenue from external customers. Profit or loss per segmentis distributed
through operating profit or loss.

Operating profitorlossisreconciled against profit or loss before tax as follows:

2022 2021
Starbreeze Games 18,203 -44.249
Other -1,457 -9,47
Total 6,746 -53,720
Financial items, net -61,149 -51,506
Profit/loss before tax -54,403 -105,226

The Group'srevenue comes from four different regions as shown below. The Group
sellsits productsto distributors/platform ownersrather than directly toend cus-
tomers. The largest distributor/platform owner, Steam, accounted for 76 percent
of salesin2022.
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Segmentreporting, Group Assets andinvestments, distribution at December 31,2022.
Total
Net sales in 2022 Starbreeze Games Other Total Sweden USA France Spain Group
Games (PC and console) Intangible assets 509,283 45,530 - - 554,813
Europe 20,797 825 21,622 Financial assets 7,516 810 7 260 8,593
North America 98,512 152 98,664 Property, plant and equipment 22,492 - 26 2 22,520
Asia 2,508 - 2,508 Total 539,291 46,340 33 262 585,926
Rest of the world - - -
Services Assets andinvestments, distribution at December 31,2021.
Europe - - -
.North America - - - Sweden USA France Spain G'I':gtua'::
Licenses
Europe - - - Intangible assets 408,140 39,750 - - 447,890
North America - 4,721 4,721 Financial assets 6,296 1,410 6,658 239 14,603
Other Property, plant and equipment 35,659 310 37 8 36,014
Europe 87 - 87 Total 450,095 41,470 6,695 247 498,507
Total net sales 121,904 5,698 127,602
Net salesin 2021 Starbreeze Games Other Total

Games (PC and console)

Europe 33,746 - 33,746

North America 53,549 730 54,279

Asia 21,104 - 21,104

Rest of the world 11,437 - 1,437
Services

Europe - 90 90

North America 16 - 16
Licenses

Europe 227 - 227

North America - 4,656 4,656
Other

Europe 134 - 134

Total net sales 120,213 5,476 125,689
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ﬂ Net sales Other operatingincome n Remuneration of auditors

Revenuerecognition occurs as follows: Revenueisrecognized for development Group Parent Company Group Parent Company
projectsinthe periodinwhichthe serviceisrendered, andforroyaltiesin the period 2022 2021 2022 2021 PWC 2022 2021 2022 2021
inwhichthe end customer acquires the product.
Otherservices arerecognized asrevenueinthe periodinwhichthe serviceis Exchange rate gains 4137 6,554 17,178 6,772 Statutory audit 1,202 1,294 1,202 1,294

rendered. Reinvoicing of publishing costs 3,596 - = - Audit activities in addition to

Other income 11.807 3.116 3 28.344 the statutory audit 160 262 160 262
Contract assets and contract liabilities Total EEYhT 0.670 = 35116 Tax advisory services 205 268 205 268
The Group hasno contract assets. Withinthe Group, in addition to trade receivables, ? ? ? ? Other services 131 27 131 27
there arereceivables from contracts with customers where the remuneration for
services dependsonly onthe time elapsed. Receivables from contracts with cus- Other auditors
tpmgrs arerecordedas part of Prepaid expenses and accruedincome on the Royal b Statutory audit 70 76 _ _
tiesline. Costs broken down by cost type Total 1,768 1927 1,698 1,851
Remaining unfulfilled performance obligations N o _
Allcontracts for the sale of servicesincludedin development projects have aninitial Group Parent Company Gr}o»up:Oftheamoumtforaudmﬂgact\vmesotherthahthestatgtoryaud\tSEK Q'Z
term of one year or less or are invoiced based on time spent. 2022 2021 2022 2021 million (0.3) relates to PwC Sweden. Of fees for tax advisory services, SEK 0.2 million

(0.3) relates to PwC Sweden and of the amount for other services, SEK 0.1 million (0.0)
Group Parent Company Capitalized development work -143,118 -111,488 - - relatestoPwC Swedem. A » ‘ ‘
2022 2021 2022 2021 External services 56,195 38,609 12,910 12,500 The total audit fee for the Group isinline with the previous year.

Personnel costs 160.996 131.874 35.965 28.597 Parent Company:Inthe Parent Company, audit activities other than the statutory
Royalties 122,794 120,672 _ _ . - - audit relate to SEK 0.2 million (0.3) to PwC Sweden, of fees for tax advisory services,
Other services 4.808 5.017 28.773 24.100 Cost of premises e 1,424 SEK 0.2 million (0.3) relates to PwC Sweden, and of the amount for other services,

. . - - Other expenses - 68,672 - - SEK 0.1 million (0.0) relates to PwC Sweden.

Total 127,602 125,689 28,773 24,100 Depreciation, amortization and

impairment 59,634 59,988 12 244

Total 140,396 189,079 48,287 41,34
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m Right-of-use assets

The Group appliesIFRS16. The contracts that fallunder the standard refer to leases
for premisesinSweden. Other leasese.g., for office equipment, fallunder the exemp
tionrules for short-termor low-value leases and continue to be recognizedin the
income statement on a straight-line basis.

Whendiscounting future lease payments, Starbreeze uses the marginal lending
facility rate per country asthe discountrate. The marginal borrowingrate is based
onthelessee’s financial strength, the country, and the length of the current lease.
Formoreinformation, see Note 2.20

Right-of-use assets in the balance sheet Dec. 31, 2022 Dec. 31, 2021

Leased premises, Stockholm 20,363 33,968

Total right-of-use assets 20,363 33,968

Change in right-of-use assets during the year Dec. 31,2022 Dec. 31,2021

Opening right-of-use assets, January 1, 2021 33,968 48,866
Additional right-of-use assets 557 -
Exchange rate adjustments - 14
Depreciation for the year -14,162 -14,912
Carrying amount, December 31, 2021 20,363 33,968

Maturity analysis of lease liability Dec. 31,2022 Dec. 31,2021

Within one year 16,187 17,806
Later than one year but within five years 5,432 21,001
Later than five years - -

Total 21,619 38,807

Maturity analysis of lease receivables Dec. 31,2022 Dec. 31, 2021

Within one year = 1,845
Later than one year but within five years - 1,181
Later than five years - -

Total - 3,026

m Average number of employees

2022 2021
Of which Of which
Average number of employees Total men Total men
Parent Company
Sweden 12 5 12 6
Subsidiaries
Sweden 123 101 105 85
France 15 14 12 n
USA - - 1 -
Spain 4 4 5 5
Total 154 124 135 107
2022 2021
Number Number
onthe onthe
balance balance
Board directors and senior manag- sheet Of which sheet Of which
ers date men date men
Group
Board directors 5 3 5 3
CEO and senior managers 6 4
Parent Company
Board directors 5 3 5 3
CEO and senior managers 6 4 2 2

m Employee benefits expenses

Board of Directors

The Board Chair and Board Directorsreceive feesin accordance with aresolution
passed by the AGM. The Board of Directors'fee for the period up to the next AGM, as
decided by the AGM on May 12,2022 is SEK 2,085 thousand (2,525). The Board Chair
receives SEK 650 thousand (750) and the Board Directors receive SEK 260 thousand

(225). Inaddition, the AGM set a fee of SEK 50 thousand (70) for the Chair of the Remu-
neration Committee and SEK 40 thousand (60) to each of the other committee mem-
bers. Afee of SEK 175 thousand (280) for the Chair of the Audit Committee and SEK 65
thousand (120) for the committee members was approved.

Chief Executive Officer
The Board Chair negotiates with the CEO regarding the CEO's salary and other terms of
employment. The Chairthenreportsthe outcome of these negotiations to the whole
Board prior to afinaldecision being made. Salaries and remuneration to the Board of
Directorsand CEO include salaries and benefits for the CEO during the year of SEK
3,038 thousand (3,001) and pension expenses of SEK 530 thousand (645). The CEQis
requiredto provide sixmonths'notice of resignation and the company isrequired to
provide sixmonths'notice in the event of termination. According to the agreement,
the severance pay amountsto six months..

Defined contribution pension premiums are paid for the CEO, corresponding to the
costsetoutinthelTP plan.

Senior managers
Remuneration of other senior managersis decided by the CEO.

Employee benefits expenses

Group Parent Company
Total 2022 2021 2022 2021
Salaries and other remuneration 108,227 88,073 24,055 18,408
Social security expenses 46,449 37,115 10,056 8,856
(of which pension expenses) 11,165 8,839 2,802 2,786
Total 154,676 125,188 34,111 27,264

Salaries and remuneration allocated to the Board of Directors, the CEO and other
employees

Board of Directors

and CEO Other employees
Total 2022 2021 2022 2021
Group 5,209 5,41 103,018 82,662
Parent Company 5,209 5,411 18,846 12,997

During the year, the company accounted for an accrual relating to the ongoing
long-termincentive program amounting to a total of SEK 15,064 thousand (7,200).
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Remuneration of the Board of Directors and Board of Directors and senior managersin 2022
senior managers Basic pay/  Variable remune-
director's fee rationandroyalties Other benefits Pension expense Total
Principles Torgny Hellstrém, Board Chair 833 - - - 833
The principles for the remuneration of senior managers were adopted at the AGMin Kerstin Sundberg, Director 461 - - - 461
May 2022. The remuneration to the CEO and other senior managersis composedofa Anna Lagerborg, Director 205 _ _ _ 205
fixed salary. The Board of Directorsis also authorized to decide on variable remune- " .
; ) Mike Gamble, Director 250 - - - 250
rationinthe form of acashbonusinanamount not exceeding, onanannual basis, h ind -
75 percent of the fixed annual salary for the CEO and 50 percent of the fixed annual T o-mas L|n gren, Director 332 - - - 332
salary for other senior managers. Tobias Sjégren, CEO 3,038 - - 530 3,568
Defined contribution pension premiums are paid for the CEO and senior managers, Other senior managers, average 5 people, at year-end 5 people 6,400 = 143 1,092 7,635
corresponding tothe cost setoutinthe TP plan. The CEOis required to provide six Total 11,609 - 143 1,622 13,374
months'notice of resignation and the companyis also equired to provide sixmonths'
notice of termination. Other senior executives have anotice period of three tonine
months. According to the agreement, the severance pay amounts to sixmonth for Board of Directors and senior managers in 2021
the CEO.
Other senior managersrefersto the management teamas summarizedin the X Basig pay/ Var.iable remunera- . .
) : director'sfee  tionandroyalties Other benefits Pension expense Total
section Senior managers.
Remuneration and other benefits during the financial year Torgny Hellstrém, Board Chair M - - - 971
Atotal of SEK 11,203 thousand (6,048) was paid to senior managers, including the CEO, Jan Benjaminson, Director January 1, 2021 - November 19, 2021 336 - — . 336
to coversalary, variable remuneration and other benefits. Senior managers, includ- Kerstin Sundberg, Director 539 _ _ _ 539
ing the CEO, increased from two people in 2021 to six people in 2022. Defined contri Anna Lagerborg, Director 272 - - B 272
bution pension premiums are paid for senior managers, corresponding to the cost : =
) Mike Gamble, Director May 12, 2021 140 - - - 140
setoutinthelTP plan.
Thomas Lindgren, Director December 5, 2021 152 - - - 152
Tobias Sjogren, CEO 3,001 - - 645 3,646
Other senior managers, average 2 people, year-end 2 people 1,563 250 200 389 2,402

Total 6,974 250 200 1,034 8,458
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m Other operating expenses

m Financialincome and expenses

Group Parent Company Group Parent Company
2022 2021 2022 2021 2022 2021 2022 2021
Capital loss on disposal of intangible Interest income - - 7,917 5,599
fixed assets -  -68,672 - - Other 39 82 _ _
Total - -68,672 - - Total financial income 39 82 7017 5,599
Interest expenses - -1,035 - -578
Interest expenses, convertible loan -32,873 -27,980 -32,873  -27,980
Interest expenses, leases -723 -1,116 - -
Unrealized change in value of deriva-
tives -2,102 - - -
Implicit interest -25,653 -21,450  -25,629 -21,450
Other financial expenses -5 -57 - -
Total financial expenses -61,356 -51,638 -58,502 -50,008
m Appropriations
The company hasno appropriations as at December 31,2022.

Income tax and deferred tax

The applicable taxrateisthe Groupincome taxrate. The average weighted taxrateis
20.8 percent. Temporary differences occurincaseswhere therespective taxbases
of assets orliabilities differ. Temporary differences at Starbreeze have mainly arisen
throughtaxlosses.Deferred taxassetsarerecognizedinrespect of taxlosscarry-
forwardsto the extent thatitis probable that they can be utilized against future tax
able profitsand to the extent that they can be offset against deferred tax liabilities
ontemporarydifferences.

AsatDecember 31,2022, no deferred tax assetsrelating to loss carryforwards had
beenrecognized. As at the balance sheet date, the unrecognizedloss carryforwards
forthe parent company and the Swedish subsidiaries amount to SEK 653.3 million (599.5).
Loss carryforwards cannot be utilized between companiesin different countries, and
the remaining Swedish loss carryforwards have a Group contribution restriction with
regardtoEnterspace ABand the other Swedish Group companies, whichis applicable
tolosses generated up to December 31,2016 and cannot be utilized until 2023 at the
earliest.Forlosses generated up toandincluding 2019,thereis also a Group contribution
restrictionrelating to the two new companiesinthe Group, New Starbreeze Studios AB
and New Starbreeze Publishing AB. These carryforwards cannot be utilized until 2026
atthe earliest.
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>NOTE 17 CONTINUED
Group Parent Company

2022 2021 2022 2021
Recognized profit/loss before tax -54,403 -105,226 -52,918 -26,515
Tax at applicable tax rate 24,367 21,413 10,901 5,462
Tax effect of other non-deductible costs -11,920 627 -10,497 9,234
Tax effect of other non-taxable income 2,737 9,262 14 -6,561
Foreign withholding tax -861 -877 - -
Change in unrecognized tax assets relating to tax loss carryforwards -19,728 -25,772 -418 -8,135
Adjustment of previous year's tax - -2,895 - -
Tax on profit for the year according to the income statement -5,405 1,758 - -
Distribution of income tax, Group 2022 2021
Current tax -1,300 -3,870
Deferred tax -4,105 5,628
Tax on profit for the year according to the income statement -5,405 1,758
Group Dec. 31, 2022 Dec. 31, 2021
Opening balance, deferredtax liability/assets 4,278 161
Change through the income statement in temporary differences for capitalized development work -19 242
Change in temporary differences on surplus values in the Group - 5,139
Change in previously capitalized deficits -5,485 -1,197
Lease IFRS 16 -1567 -67
Closing balance, deferred tax liability/assets -1,383 4,278
Specification, deferred tax liability/assets Dec. 31, 2022 Dec. 31, 2021
Lease IFRS 16 208 365
Temporary differences on surplus values in the Group 4,486 4,486
Reclassification of previously capitalized deficits 1,167 6,652
Change in temporary differences for capitalized development work -7,243 -7,225
Total deferred tax liability/assets -1,383 4,278

m Earnings per share

Basic and diluted earnings per share are calculated by dividing earnings attributable
totheParent Company’'s shareholders by the weighted average number of outstand

ing shares during the period.

To calculate diluted earnings per share, the weighted average number of ordinary
shares outstandingis adjusted for the dilutive effect of all potential ordinary shares.

2022 2021
Earnings per share
Basic, SEK -0.08 -0.14
Diluted, SEK -0.08 -0.14
Number of shares at the end of the period
Basic 724,609,266 724,609,266
Diluted " 724,609,266 724,609,266
Average number of shares
Basic 724,609,266 724,609,266
Diluted " 724,609,266 724,609,266
Group

1. The dilution effect attributable to a potential conversion of the convertible loan
held by Digital Bros has notbeentakeninto accountinthe above calculationasno

conversion has beeninvoked.

m Dividend per share

No dividend will be proposed.
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m Intangible assets

Goodwill consists of synergies and otherintangible assets such as market position
and personnel fromthe acquisitions of Overkill Software in June 2012, Orange Grove
Media LLCin July 2015 and Payday Production LLC in September 2015.

The Group regularly tests goodwilland otherintangible assetsinthe course of
construction forimpairmentinaccordance with IAS 36. Impairment tests are per
formed oncompletedintangible assets that are being amortizedif the Group
receivesindications that the fair value may be less than the carryingamount.

Therecoverable amounts of cash-generating units were determined by calculating
valueinuse.Forthese calculations, sales forecasts have been estimated for the
Group asawhole andforindividual game development projects. Cash flows are
basedonaconservative forecast.

Impairment tests were performed on goodwilland shares in subsidiaries for the
periodendingDecember 31,2022. The game development project for which costs
have been capitalized were tested separately. These tests have notresultedinany
impairment lossesin 2022.

Theremaining assetsrelate mainly tothe core business of game development,i.e.
the Starbreeze Games segment.

Theremaining goodwill of SEK48.3 millionisin the Starbreeze Games segment.
Therecoverable amount consists mainly of cash flows related to PAYDAY.

Forassetsinthe Starbreeze Games segmentand otherbased, impairment assess-
ments have been made withinthe Group based on discounted future cash flows.

The assets have beendivided into different cash-generating units (CGUs). The
classification of CGUs is based ontheir commercialization rather than onthe platform
towhichthey belong. Forexample, PAYDAY is its own CGU. The PAYDAY CGU includes PAYDAY,
PAYDAY 2 and PAYDAY 3.In other words, itisnot the platform that counts, but the IPitself
that generates the cash flow. When assets are tested forimpairment, thisis done from
aCGU perspective. Noimpairmentlosseswere recordedin 2022.

Remaining CGUs afterimpairment testing

Capitalized develop-
ment cost for propri-

etary game and technol- Investmentsin

CGU Description of CGU Goodwill Otherintangible assets ogy development publishing projects Total
Payday Game IP 48,339 172,637 324,898 - 545,774
Hype Game IP - - - 3,974 3,974
Other Game IP - 1,773 3,292 - 5,065
Total 48,339 174,310 328,190 3,974 554,813
Goodwill Game and technology development projects

Atraditional cash flow modelwas usedto calculate value inuse. A tax rate of 20.6 per-
centwasused, whichisassumedto correspondtothe Group average. In addition, a
pre-tax discount rate of 20-25 percent was applied. A sensitivity analysis shows that

marginwould be maintained even with afive percent adjustment of the discount rate.

Theimpairment test did not give rise to any impairment lossesin 2022. The average
EBITDA margin for the forecast period was 34 percent.
Keyassumptionsintheimpairment test are the quantification of future revenues,
growth and cost of capital.
Acquired goodwill breaks down by segment as shownin the table below.

Segment Dec. 31,2022 Dec. 31,2021
Starbreeze Games 48,339 42 445
Total 48,339 42,445

Forgame development projects, theimpairment test was based onthe respective
game's estimated future cash flows and results based on the management team’s
forecastsandbudgets for the next sevenyears. PAYDAY 2 was assumed to have lower
salesthan at present and the expected cash flows for PAYDAY 3 are based on the his-
tory of previous PAYDAY games. PAYDAY 3is expected to be releasedin 2023 and sales
are expectedto be the strongestin the first few months after release. Referalso to
sectionD. Capitalrisk in Note 3 Financial risk management for more information. The
discountrate usedintheimpairmenttestsis20-25 percent. It hasbeen assessed
that the discountrate for the remaining assetsis the same for allassets. This
assumptionisbased,among other things, onanexternal valuation of the assets.
Asensitivity analysis shows that amargin remains evenwith anincreased discount
rate of five percent for proprietary games.
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>NOTE 20 CONT'D.

Group

Capitalized develop-
ment cost for propri-
etary game and technol-

Investmentsin

Goodwill IP/Technology ogy development publishing projects Other Total
Opening cost, January 1, 2022 216,004 522,182 1,045,394 187,326 6,705 1,977,610
Ongoing development
- Proprietary game development - 1,771 143,118 - - 144,889
Exchange rate differences 16,211 24,935 942 - - 42,088
Closing cost, December 31, 2022 232,215 548,888 1,189,454 187,326 6,705 2,164,587
Opening depreciation/amortization and impairment, January 1, 2022 -173,559 -322,279 -843,825 -183,352 -6,705 -1,529,719
Depreciation for the year - -27,584 -16,497 - - -44,081
Exchange rate differences -10,317 -24,715 -942 - - -35,974
Closing depreciation, amortization and impairment at December 31,2022 -183,876 -374,578 -861,264 -183,352 -6,705 -1,609,774
Total carrying amount, December 31, 2022 48,339 174,310 328,190 3,974 - 554,813
Opening cost, January 1,2021 209,085 510,098 1,004,484 187,326 6,705 1,917,697
Sale of publishing rights - - -70,776 - - -70,776
Ongoing development
- Proprietary game development - - 111,488 - - 111,488
- Proprietary technology development - 91 - - - 91
Exchange rate differences 6,919 11,993 198 - - 19,110
Closing cost, December 31, 2021 216,004 522,182 1,045,394 187,326 6,705 1,977,610
Opening depreciation/amortization and impairment, January 1, 2021 -170,258 -281,584 -833,049 -183,352 -6,705 -1,474,947
Depreciation for the year - -28,878 -10,579 - - -39,457
Exchange rate differences -3,301 -11,817 -197 - - -15,315
Closing depreciation/amortization and impairment, 31 December 2021 -173,559 -322,279 -843,825 -183,352 -6,705 -1,529,719
Total carrying amount, December 31,2021 42,445 199,903 201,569 3,974 - 447,891
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m Property, plant and equipment E Financial assets

Group Parent Company Group Parent Company
Computers and other Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
equipment 2022 2021 2022 2021 2022 2021 2022 2021
Opening cost 166,300 187,106 2,753 3,690 Deposits, rent guarantees 5,076 5,976 - 585
Purchases 1,631 993 - 121 Other financial assets 2,215 2,035 2,215 2,036
Retirements and disposals -37,154 -23,092 - -1,058 Total 7,291 8,011 2,215 2,621
Exchange rate differences 1,686 1,293 - -
Closing accumulated cost 132,463 166,300 2,753 2,753 Outstanding depositsrelate essentially to deposits for the rental of premises.
Opening amortization -164,255 -180,402 -2,608 -3,422
Retirements and disposals 36,988 22,073 - 1,058
Planned depreciation for the year -1,396 -4,677 -12 -244
Exchange rate differences -1,643 -1,249 - -
Closing accumulated deprecia-
tion -130,306 -164,255 -2,720 -2,608
Closing planned residual value 2,157 2,045 33 145

Therewere noimpairmentlossesonthe Group's property, plantand equipment
duringthe year.
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E Sharesin Group companies

Equity excluding

Country of registra- Capital share held Capital share held Carrying amountin net profit/loss for Net profit/loss for Total
tion and operation Activity by Parent Company by Group Share of votes Number of shares Parent Company the year the year equity
Starbreeze Studios AB Sweden Game development 100.0% 100.0% 100.0% 10,000 16,948 37,256 5,449 42,705
Starbreeze Publishing AB Sweden Game development 100.0% 100.0% 100.0% 1,000 276,400 457,917 88,498 546,415
Starbreeze Production AB Sweden Game development 100.0% 100.0% 100.0% 1,000 10 985 162,682 3,185 165,867
Starbreeze USA Inc USA Game development 100.0% 100.0% 100.0% 100 - -110,406 -1,151 -111,557
Starbreeze IP LUX Luxembourg Technology development 100.0% 100.0% 100.0% 12,500 - -40,353 -1,485 -41,838
Starbreeze LA Inc USA Game development 0.0% 100.0% 100.0% 100 - 51,628 -272 51,356
Starbreeze VR AB Sweden Technology development 100.0% 100.0% 100.0% 50,000 - 34 -4 30
Starbreeze Ventures AB in liquidation Sweden Investing activities 100.0% 100.0% 100.0% 50,000 - -15,594 - -15,594
Starbreeze Paris SAS France Technology development 100.0% 100.0% 100.0% 58,281 - 8,056 -1,748 6,308
Starbreeze Barcelona SL Spain Game development 100.0% 100.0% 100.0% 3,000 - -5,086 231 -4,855
New Starbreeze Publishing AB Sweden Game development 0.0% 100.0% 100.0% 2,360,777 - 376,492 -146,135 230,357
New Starbreeze Studios AB Sweden Game development 100.0% 100.0% 100.0% 500 26,990 2,735 3,875 6,610
Enterspace AB Sweden Technology development 100.0% 100.0% 100.0% 50,000 - 363 -8 355
Enterspace International AB in liquidation Sweden Technology development 0.0% 100.0% 100.0% 1,733 - 29 69 97
Starbreeze IP LUX Il Sarl Luxembourg Investing activities 100.0% 100.0% 100.0% 230,000 - -134,432 -11,885 -146,317
New Starbreeze Publishing PD IP AB Sweden Game development 0.0% 100.0% 100.0% 500 - 377 438 815
Starbreeze IP AB Sweden Game development 100.0% 100.0% 100.0% 500 50 50 -20 30
Starbreeze Studios UK Ltd UK Game development 100.0% 100.0% 100.0% 500 - - 6 6
331,373 791,749 -60,958 730,791

Dec. 31,2022 Dec. 31,2021

Opening cost 325,924 322,702

Shareholder contributions 5449 3,239

Adjustment of earnout = -17

Closing accumulated cost 331,373 325,924
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m Financial instruments by category

Group,December 31,2022

Fair value

through other

Fair value through comprehensive
Assets in the balance sheet Amortized cost profit or loss income Derivatives Total
Financial assets 7,291 - - - 7,291
Trade and other receivables 11,622 - - - 11,622
Cash and cash equivalents 108,217 - - - 108,217
Total assets 127,130 - - - 127,130

Fair value

through other

Fair value through comprehensive
Liabilities in the balance sheet Amortized cost profit or loss income Derivatives Total
Other non-current liabilities 1,631 - - - 1,631
Convertible loan 220,855 - - - 220,855
Liability, renegotiation loss 157,161 - - - 157,161
Trade and other payables 245,708 2,102 - - 247,810
Total liabilities 625,355 2,102 - - 627,457

Group,December 31,2021

Fair value

through other

Fair value through comprehensive
Assets in the balance sheet Amortized cost profit or loss income Derivatives Total
Financial assets 8,011 - - - 8,011
Trade and other receivables 16,190 - - - 16,190
Cash and cash equivalents 128,572 - - - 128,572
Total assets 152,773 - - - 152,773

Fair value

through other

Fair value through comprehensive
Liabilities in the balance sheet Amortized cost profit or loss income Derivatives Total
Other non-current liabilities 102,228 - - - 102,228
Convertible loan 187,982 - - - 187,982
Liability, renegotiation loss 131,532 - - - 131,532
Trade and other payables 59,936 - - - 59,936
Total liabilities 481,678 - - - 481,678
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> NOTE 24 CONT'D.

Parent Company, December 31,2022

E Credit quality of financial assets

Fair value
through other
Fair value through comprehensive
Assets in the balance sheet Amortized cost profit or loss income Derivatives Total Dec. 31,2022 Dec. 31, 2021
Financial assets 2,215 - - - 2,215 Group 1 196 12,237
Trade and other receivables 1,367,656 - - - 1,367,656 Group 2 9,946 8,240
Cash and cash equivalents 2,782 - - - 2,782 Total 10,142 20,477
Total 1,372,653 - - - 1,372,653
As atDecember 31,2022, past due and unpaid trade receivables amounted to SEK 9.9
Fair value million (8.2).
through other
Fair value through comprehensive Eyiati ‘ : ; B
Liabilities in the balance sheet Amortized cost profit or loss income Derivatives Total GroutplE><|st|ngcustomers (more than sixmonths) withno previous missed pay
ments.
Liability, renegotiation loss 157,161 _ _ _ 157,161 Group 2: Existing customers (more than sixmonths) with some previous missed
Convertible loan 220,855 - - - 220,855 payments.
Trade and other payables 603,103 ~ — - 603,103 Creditriskis managedat Group level. Only banks and creditinstitutions that have
Total 981,119 - - - 981,119 beenawarded aminimum credit rating "A” from anindependent ratingagency are
accepted.
Parent company, December 31,2021
Fair value
through other
Fair value through comprehensive
Assets in the balance sheet Amortized cost profit or loss income Derivatives Total
Financial assets 2,621 - - - 2,621
Trade and other receivables 1,347,942 - - - 1,347,942
Cash and cash equivalents 7,594 - - - 7,594
Total 1,358,157 - - - 1,358,157
Fair value
through other
Fair value through comprehensive
Liabilities in the balance sheet Amortized cost profit or loss income Derivatives Total
Liability, renegotiation loss 131,532 - - - 131,532
Convertible loan 187,982 - - - 187,982
Trade and other payables 602,790 - - - 602,790
Total 922,304 - - - 922,304
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m Trade and otherreceivables

Prepaid expenses and accruedincome

E Changein the number of shares

Group Parent Company Group Parent Company The share capital, SEK 14,492 thousand, is divided into 724,609,266 shares, giving a
Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 quotavalue of SEK 0.02 per share. One class A share carries ten (10) votes and one
2022 2021 2022 2021 2022 2021 2022 2021 classBshare carriesone (1) vote. All shares issued by the Parent Company are fully
] ] ] ] paid up.
Accounts receivable 10,142 20,477 = - Otherinterimreceivables 7,105 3,807 516 629 Atthe AGMin May 2022, a resolution was passed authorizing the Board of Directors
Provision for doubtful accounts -8,948 -8,008 - - Accrued royalty income 33,535 25,226 - - toresolve, onone or more occasions untilthe end the next AGM, with or without dero-
Receivables from Group com- Total 40,640 29,033 516 629 gationfromthe shareholders’ preferential rights, toissue new class B shares, or
panies = - 1,366,562 1,346,719 convertible bonds or warrants granting entitlement to class B shares, corresponding
Other receivables 10,428 3,721 1,094 1,223 (inthe eventof intended exercise of such convertible bonds or warrants) to a maxi-
Total 1,622 16,190 1,367,656 1,347,942 mum of ten (10) percent of the number of shares outstanding at any given time,
A against paymentin cash, by offset, or foranon-cash consideration.
Cash and cash equivalents
Number of shares Class B shares Class A shares

i i Dec. 31, Dec. 31,
Maturity analysis 2022 2021 Group Parent Company Number of shares, December 31, 2020 555,287,718 169,321,548
Not overdue 196 12,237 Dec.31,  Dec.3l, Dec.3l,  Dec.3l, Conversion 2,949,780 ~2,949,780

2022 2021 2022 2021
1-90days 900 108 Number of shares, December 31, 2021 558,237,498 166,371,768
3to 6 months - - Cash and bank balances 108,217 128,572 2,782 7,594 Conversion 110,424 -110,424
More than 6 months 9,046 8,132 Total 108,217 128,572 2,782 7,594 Number of shares, December 31, 2022 558,347,922 166,261,344
Total 10,142 20,477
Cashand cashequivalentsinclude short-terminvestments maturing within three
months from the date of acquisition that are readily convertible to cash without
Dec. 31, Dec. 31, : .

Trade and other receivables by currency 2022 2021 Incurring interest expenses.
SEK 10,463 15,647
EUR 1,019 a7
usb 140 126
Total 11,622 16,190

Asthe Group has not experienced any material credit losses historically and believes
that the same conditions will prevailin the future, itis assessedthatany provision for
possible future creditlossesis not material. For more information, see Note 2.9

Impairment of financial assets.
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m Share-based remuneration

m Trade and other payables

E Pledged assets

As of December 31,2022, there is no employee share warrant plan. The most recent Group Parent Company Group Parent Company
warrantp\an.warrahts 2018/2021, expiredin June?OZl.Otheremp\oyee and share war Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
rant plans have expired. Asummary of the share warrant planis presented below. 2022 2021 2022 2021 2022 2021 2022 2021
Share warrant plan 2018/2021 Trade payables 15,816 6,747 756 1,531 Pledged shares in subsidiaries

The AGM held in May 2018 resolved in favor of an additional special share-based Liabilities to Group companies - - 599,839 598,807 for loan credit with Nordea 235,978 235,978 -
incentive program for seniormanagers and certain otherkey individuals aimed at Other liabilities 46,146 46,199 1,594 1,634 Deposits, rent guarantees 4,000 4,585 - -
managing new recruitments and promotions. A total of up to 3,000,000 warrants, enti Social security contributions Total 239,978 240,563 -
tling the holder to subscribe for 3,000,000 class B shares, may be issued under the and similar charges 6,282 5,856 914 918

specialincentive program Withaferm of three years. atan exercise price equal to 200 Qurren_t portion of game InMarch 2021, Starbreeze entered into a co-publishing agreement with Plaion (for
percentofthecurremtmarkefpr\ce.As @tDecemberSLZO]E), 625,275 of these war- financing 176,940 - - - merly Koch Media) regarding PAYDAY 3. The agreement covers both product develop-
fants hadbeen allocated, allwith amaturity date of June 2021. The warrants were Overdraft facility 524 1134 - - mentand marketing of PAYDAY 3 as well as continued development and marketing of
ssuedon market terms. Total 245,708 59,936 603,103 602,790 the game according to the Starbreeze GaaS model. All development of the game is

Forthe 2018/2021 warrant program, the weighted average fair value of warrants
allocated during the financial year, determined using the Black-Scholes valuation
model, was SEK 22.73 per warrant.Key inputs to the model were the share price onthe
allocation date, volatility of 48.6 percent, expected dividend yield of 0 percent,
expectedwarrant life of three years and annual risk-free interest of -0.39 percent.

Share warrant program 2018/2021 (4 years)

E Accrued expenses and prepaidincome

done by Starbreeze, which owns the brand and all otherrights associated with the
brand, andPlaion will distribute and actively assistin promoting the game and man-
aging localcommunities. In order to secure investments made by Plaion under the
agreement, all sharesin Starbreeze’s wholly owned subsidiary, New Starbreeze Pub-
lishing PDIP AB, have been pledgedin favor of Plaion.

Group Parent Company
Pecos %S %5 D%Sem m Contingent liabilities
Dec. 31,2022 Dec. 31,2021

Average Carrying Average Carrying Accrued salaries 22,895 7,860 11,415 3,750
redemption rights to redemption rights to . The Group has no contingent liabilities.

price per share number of price per share number of Accrued vacation pay 10,719 8,933 2,050 1,372

SEK) shares (SEK) shares Accrued social security

contributions, vacation pay 3,504 2,887 696 431

Opening balance - - - 625,275 Other accrued expenses 2,042 11,164 3.452 3.637

Expired warrants - -625,275 Total 39,160 30,845 17,613 9,190

Closing balance - -
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. Purchases from Group companies 2022 2021 . A N .
m Related-party transactions m Adjustment of items notincludedin cash flow
Starbreeze AB 221 245
o ] ) Starbreeze Production AB - -
TheParevthompany Starbreeze AB, whichis the ultimate parent companyinthe Group, Starbreeze Publishing AB n n Group Parent Company
hasinvoiced SEK 28.8 million (29.8) to Group companies for game development costs D
o . : S Starbreeze Studios AB - _ ec. 31, Dec. 31, Dec. 31, Dec. 31,
and part of joint costs. Billing by other Group companies to Group companies is shown ) 2022 2021 2022 2021
inthe table below: The Parent Company, Starbreeze AB, purchased services for SEK 0.2 Starbreeze Paris SAS 846 586
million (1.0) from Group companies. Purchases by other Group companies from Group Starbreeze IP LUX II - - Amortization of intangible
companies are shown inthe table below: Starbreeze Barcelona 270 245 assets 44,081 39.457 - -
Remuneration to senior managers is specifiedin Note 13. Depreciation of property, plant
8 . Starbreeze LA - 41 and equipment 15,554 20,532 12 244
Receivables and liabilities Dec. 31,2022 Dec. 31,2021 New Starbreeze Publishing AB 202,699 164,988 Impairment of financial assets - -1,258 - -3,238
Receivables New Starbreeze Studios AB 6,730 5,504 Profit/loss from sale of assets -4 68,700 - -
Parent Company Starbreeze AB 1,366,562 1,346,719 New Starbreeze Publishing PD IP (250 57,597 Change in provisions 1,101 64 - -
Liabilities Starbreeze IP AB 3.446 - Dividend - - - 19
Parent Company Starbreeze AB 605,239 592,124 Total 338,795 229,213 Other unrealized exchange
rate losses 1,315 -5,885 - -
Group company billing 2022 2021 Unrealized change in value of
derivatives -2,102 - - -
Starbreeze AB 28,774 24,100 Total 59,945 121,610 12 -2,975
Starbreeze Studios AB 67 312
Starbreeze Paris SAS 18,047 14,295 Parent
Starbreeze Barcelona 4,252 7,21 Group Company
Starbreeze LA 2,07 2,809 Interest paid 2022 2022
New Starbreeze Publishing AB 124.677 57.616 Cost of borrowing including interest on unsecured
: ’ loans - -
New Starbreeze Studios AB 151,577 116,013 o
o Interest on overdraft facilities - -
New Starbreeze Publishing PD IP 9,200 6,857 - -
8 Total interest paid - -
Starbreeze Studios UK Ltd 130 -
Total 338,795 229,213

Events after the balance sheet date

There are no significant events after the balance sheet date.
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m Interest-bearing liabilities

InFebruary 2016, a convertible loan was obtained from Smilegate and subsequently
transferredto Digital Bros.In January 2020, the EGM approved changes to the terms
of the convertible loan. Under the new terms, the maturity date of the convertible
loanwas extended to December 2024, the original maturity date was February 2020.
Theinterestrate remainsunchangedat 2 percent. The conversion price was set at
SEK2.25 (13.49) per share, and after the issues completedin 2020 the conversion price
was SEK 1.63 per share. The carryingamount of the convertible loan, measured at
amortized cost, was SEK 220.9 million (SEK 188.0 million) as at December 31,2022. Equity
represents SEK 76.7 million and non-current liabilities represent SEK 138.3 million of the
totalvalue of the convertible loan.

Starbreeze's fee for these changesto the terms of the convertible loan, referred
toastherenegotiationloss, amounted to SEK 165 million and is a subordinated loan
underthe convertible loan, recognized as anon-current liability, discounted to
presentvalue of SEK 167.2 million at aninterest rate of zero (0) percent.

Repayment of the convertible loan and renegotiation loss will take place if and when
the company has free available cash flow as defined in the 2018 Restructuring Plan.

Allborrowingisin SEK. Besides SEK, supplierinvoices are mainly in USD.

Dec. 31,2022

Dec. 31, 2021

Current portion
includedin current

Current portion
includedin current

Group Non-current portion liabilities Total Non-current portion liabilities Total
Convertible loan 220,855 - 220,855 187,982 - 187,982
Liability, renegotiation loss 157,161 - 157,161 131,532 - 131,532
Overdraft facility, Nordea - 524 524 - 1,134 1,134
Financing for game development - 176,940 176,940 91,019 - 91,019
Other non-current liabilities 1,631 - 1,631 11,208 - 11,208
Total 379,647 177,464 557,111 421,742 1,134 422,876
Dec. 31,2022 Dec. 31,2021

Current portion Current portion

included in current included in current
Parent Company Non-current portion liabilities Total Non-current portion liabilities Total
Convertible loan 220,855 - 220,855 187,982 - 187,982
Liability, renegotiation loss 157,161 - 157,161 131,532 - 131,532
Total 378,016 - 378,016 319,514 - 319,514
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m Sharesinjoint ventures

Group Country of operation Activity Share of equity Share of votes Number of shares Carrying amount
Technology develop-

StarVR Corporation Taiwan ment 33% 33% 16,000,000 1,302

The company’s joint venture with Acer, StarVR Corporation, is a sales and marketing The table below provides condensed financial information for the holdingin the joint

company that manages the sales process for business customers, as well as sup- venture company (StarVR Corporation) that the Group has deemed to be material. The

portandafter-sales services. Asaresult of the partnership, Starbreeze owns and information shows the amountsrecognizedinthe joint venture's financial statements,

controlstheIPrightsrelated to StarVR while Acer manufactures the product.R&D and and not Starbreeze’s share of those amounts. The reconciliation of Starbreeze’s

reference designwork for the StarVR headsetis performed by Starbreeze and Acer shareisshownabove.

jointly. StarVR Corporation bears all marketing and sales costs of StarVR but as long

as Starbreeze retains the IPrights, Starbreeze bears the R&D related costs. Manu- Dec. 31,2022  Dec. 31, 2021

facturing costsare borne by Acer. The following reconciliation reflects adjustments

Cond d bal heet:
made by the Group in applying the equity method, including fair value adjustments at ondensedbalance shee

the time of acquisition and adjustments for differences inaccounting policies. Current assets e n.2a
Current assets - 65
Group Dec. 31,2022 Dec. 31, 2021 Current liabilities -8,154 -7,872
Reconciliation against net carrying amounts: Net assets 3,945 3,434
Opening net assets, January 1 3,434 3,282 Condensed statement of comprehensive income:
Profit/loss for the period 238 -154
h gif Revenue 15 602
Exc .ange rate differences 213 306 Earnings for the period 238 -154
Closing net assets 3,945 3434 Total comprehensive income 238 -154
Group share 33% 33%
Group share in SEK thousand 1,302 1,133

Carrying amount 1,302 1,133
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m Net debt

Other assets

Liabilities relating to financing activities

Cash and cash

Renegotiation loss
and other non-

Other current lia-

Total financing

Group equivalents Convertible loans current liabilities bilities activities
Opening balance, January 1, 2022 128,572 -187,982 -254,762 -1,135 -443,878
Cash flow -20,589 - 673 -66,195 -65,522
Exchange rate differences 234 - - - -
Reclassification - - 91,019 -91,019 -
Other non-cash items - -32,873 -2,539 -19,115 -54,526
Closing balance, December 31, 2022 108,217 -220,855 -165,607 -177,464 -563,926

Other assets

Liabilities relating to financing activities

Cash and cash

Renegotiation loss
and other non-

Other current lia-

Total financing

Group equivalents Convertible loans current liabilities bilities activities
Opening balance, January 1, 2021 157,423 -160,002 -169,847 -44,887 -374,736
Cash flow -28,966 - -79,797 43,772 -36,025
Exchange rate differences 15 - - - -
Reclassification - - 1,258 - 1,258
Other non-cash items - -27,980 -6,375 -20 -34,375
Closing balance, December 31, 2021 128,572 -187,982 -254,762 -1,135 -443,878
Net debt Dec. 31,2022 Dec. 31,2021
Cash and cash equivalents 108,217 128,572
Current loan liabilities -177,464 -1,135
Non-current loan liabilities -386,462 -442,743
Net debt -455,709 -315,306
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Theincome statements and balance sheets will be presented to the AGM on May 11,
2022 forapproval.

The Board of Directors and the Chief Executive Officer declare that the consoli-
dated accounts have been preparedinaccordance with International Financial
Reporting Standards (IFRS) as adopted by the EU, and provide a true and fair view of
the Group's position and earnings. The annual accounts have been preparedin
accordance with generally accepted accounting principles and provide a true and
fair view of the Parent Company’s position and earnings.

The Directors'report forthe Group and Parent Company provides atrue and fair
view of the development of the Group's and Parent Company’s business, position and
performance, and describesthe materialrisks and uncertainties that the Parent
Company andits subsidiaries may face.

Stockholm, 14 April 2023 Starbreeze AB (publ)

Torgny Hellstrom
Board Chair

Directors

Mike Gamble Kerstin Sundberg

Thomas Lindgren Annalagerborg

Tobias Sjogren
CEO

Ourauditreportwas submitted on 14 April 2023

Ohrlings PricewaterhouseCoopers AB

Aleksander Lyckow
Authorized Public Accountant
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Auditor's report

Unofficial translation - in case of discrepancy the Swedish version shall prevail
To the general meeting of the shareholders of Starbreeze AB (publ), corporate
identity number 556551-8932

Report on the annual accounts and consolidated
accounts

Opinions

We have audited the annual accounts and consolidated accounts of Starbreeze AB
(publ) forthe year 2022. The annual accounts and consolidated accounts of the
company areincluded on pages57-96in thisdocument.

Inour opinion, the annualaccounts have been preparedinaccordance withthe
Annual Accounts Act and present fairly, in all material respects, the financial position
of parent company and the group as of 31 December 2022 and its financial perfor-
mance and cash flow for the year then endedin accordance with the Annual
AccountsAct. The consolidated accounts have been preparedin accordance with
the Annual Accounts Act and present fairly, in all material respects, the financial
position of the group as of 31December 2022 and their financial performance and
cashflowfortheyearthenendedinaccordance with International Financial Reporting
Standards (IFRS), as adopted by the EU, and the Annual Accounts Act. The statutory
administrationreportis consistent with the other parts of the annualaccounts and
consolidatedaccounts.

We therefore recommend that the general meeting of shareholders adopts the
income statement and balance sheet forthe parent company and the group.

Ouropinionsinthisreportontheannualaccountsandconsolidated accountsare
consistentwith the content of the additional report that has been submitted to the
parent company’'s audit committee inaccordance with the Audit Regulation (537/2014)
Article 11.

Basis for opinions
We conductedour auditinaccordance with International Standards on Auditing (ISA)
and generally accepted auditing standards in Sweden. Our responsibilities under
those standards are further describedin the Auditor's Responsibilities section.
We are independent of the parent company and the group inaccordance with pro-
fessional ethics foraccountantsin Sweden and have otherwise fulfilled our ethical
responsibilitiesinaccordance with these requirements. Thisincludes that, based on
the best of our knowledge and belief, no prohibited servicesreferred toin the Audit
Regulation (637/2014) Article 5.1 have been provided to the audited company or, where
applicable,its parent company orits controlled companies within the EU.

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

Our audit approach

Audit scope

Starbreezeisanindependent developer, creator, publisher and distributor of PC and
console games with aglobal market focus.

We designed our audit by determining materiality and assessing the risks of mate-
rial misstatementin the consolidated financial statements. In particular, we consid-
eredwhere management made subjective judgements; for example, inrespect of
significant accounting estimates thatinvolved making assumptions and considering
future eventsthatareinherently uncertain. Asinall of our audits, we also addressed
therisk of management override of internal controls, includingamong other matters
consideration of whether there was evidence of bias that represented arisk of
material misstatement due to fraud.

We tailored the scope of our auditin order to perform sufficient work to enable us
to provide an opinion onthe consolidated financial statements as awhole, taking
into account the structure of the Group, the accounting processes and controls,
and theindustryinwhichthe group operates.

Materiality

The scope of ouraudit wasinfluenced by our application of materiality. An auditis
designedto obtainreasonable assurance whether the financial statements are free
from material misstatement. Misstatements may arise due to fraud or error. They are
considered materialifindividually orin aggregate, they could reasonably be expected
toinfluence the economic decisions of users taken on the basis of the consolidated
financial statements.

Based onour professional judgement, we determined certain quantitative thresh-
olds for materiality, including the overall group materiality for the consolidated finan-
cial statements asawhole. These, together with qualitative considerations, helped
ustodetermine the scope of our auditand the nature, timing and extent of our audit
procedures andto evaluate the effect of misstatements, both individually andin
aggregate onthe financial statementsasawhole.

Key audit matters

Key audit matters of the audit are those matters that,in our professional judgment,
were of most significance in our audit of the annual accounts and consolidated
accounts of the current period. These matters were addressedin the context of our
audit of,and in forming our opinion thereon, the annual accounts and consolidated
accountsasawhole, butwe do not provide aseparate opinion on these matters.
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Key audit matter

How our audit addressed the key audit matter

Valuation of shares in subsidiaries, goodwill and otherintangible assets
Goodwill and other intangible fixed assets including balanced expenses for game and
technology development in the group amount to SEK 555 million as of December 31,
2022. About 99% of the value is related to Payday. In the parent company, shares in sub-
sidiaries amount to SEK 326 million, which is also largely related to values in Payday. The
company has tested the need for write-downs in connection with the annual accounts.
Significant assumptions in the impairment tests appear in note 20 in the annual report
and include, among other things, estimates of future cash flows. Due to the degree of
estimation, we have judged that the valuation of goodwill and other intangible assets is
a particularly significant area of the audit.

The company’s impairment test has not led to an impairment.

As shown in the annual report, the launch of Payday 3 is estimated to take place in 2023.
As shown in note 4, the valuation of shares in subsidiaries, goodwill and other intangible
assets presupposes a successful launch. If the game should not live up to expectations,
it may result in a write-down of shares in subsidiaries, goodwill and other intangible
assets.

Recognition of capitalized expenditure on game and technology
development andinvestmentsin publishing projects

As can be seen from the management report and note 20, Starbreeze invests substan-
tial amounts in game and technology development. Note 20 shows that SEK 145 million
has been capitalized in 2022 and in total capitalized expenses for game and technology
development and investments in publishing projects amount to SEK 1,377 million and
book value to SEK 332 million. The majority of this amount is investment in the game
Payday 3. Due to the size of the amount and the fact that capitalization of balanced
expenses for game and technology development involves judgments by the company
management regarding whether the expenses meet the criteria for capitalization, for
example that it is possible to reliably measure the expenses attributable to the asset
and that it can be shown that the asset will generate future financial benefits, this is

a particularly significant area in the audit. As shown in the annual report, the launch

of Payday 3 is estimated to take place in 2023. As shown in note 4, the accounting of
balanced expenses for game and technology development as well as investments in
publishing projects assumes a successful launch. If the game should not live up to
expectations, it could lead to a write-down of balanced expenses for game and tech
nology development as well as investments in publishing projects.

We have reviewed the company management’'s examination of whether there is any
need to write down shares in subsidiaries, goodwill and other intangible assets. We eval-
uated the company’s process for establishing forecasted cash flows and the mathe-
matical accuracy of the models used. We have assessed significant assumptions in the
impairment test and the reasonableness of the company’s forecasts and, when applica-
ble, compared these with external data. We have also assessed the sensitivity of the
calculations. Finally, we have assessed whether the information provided in the notes to
the annual report is compatible with IFRS. We found that the company’'s method and
assumptions were applied consistently.

We have reviewed the company’s specification of ongoing development projects which
have been accounted for as intangible assets during the financial year. We have taken
random samples of the projects and tested the accuracy of capitalizing the expenses
based on the criteria in IAS 38, among other things by assessing the routines to ensure
that the costs are reported on the right project and randomly reviewed underlying
expenses against supporting documents. We have also reviewed the calculation of
future financial benefits.

OtherInformation than the annual accounts and consolidated accounts
Thisdocument also contains otherinformation than the annual accounts and con-
solidatedaccountsandis found on pages 1-56 and 101-102. The Board of Directors and
the Managing Director are responsible for this otherinformation. The sustainability
reportand corporate governance reportare published separately onthe company’s
websitein connection with the annual reportandalso constitute otherinformation.

Ouropiniononthe annualaccountsand consolidated accounts does not cover
thisotherinformation and we do not expressany form of assurance regarding this
otherinformation.

Inconnectionwith our audit of the annual accounts and consolidated accounts,
our responsibilityistoread the information identified above and consider whether
theinformationis materially inconsistent with the annualaccounts and consolidated
accounts.Inthis procedure we also take into account our knowledge otherwise
obtainedin the auditand assess whether the information otherwise appearstobe
materially misstated.

Ifwe, basedonthe work performed concerningthisinformation, conclude that
thereis amaterial misstatement of this otherinformation, we are requiredtoreport
that fact. We have nothing toreportinthisregard.

Responsibilities of the Board of Director’s and the Managing Director
The Board of Directors and the Managing Director are responsible for the preparation
of the annualaccountsand consolidated accounts and that they give a fair presenta-
tioninaccordance with the Annual Accounts Act and, concerning the consolidated
accounts,inaccordance withIFRS as adopted by the EU. The Board of Directors and
the Managing Director are also responsible for such internal control as they deter-
mineisnecessary to enable the preparation of annualaccounts and consolidated
accountsthatare free from material misstatement, whether due to fraud or error.

Inpreparing the annual accounts and consolidated accounts, The Board of Direc-
tors and the Managing Director are responsible for the assessment of the company’s
and the group's ability to continue as agoing concern. They disclose, as applicable,
mattersrelatedto going concernandusing the going concern basis of accounting.
The going concern basis of accountingishowever not applied if the Board of Directors
and the Managing Director intend to liquidate the company, to cease operations, or
hasnorealistic alternative but to do so.

The Audit Committee shall, without prejudice to the Board of Director’s responsibil-
itiesand tasksingeneral, among other things oversee the company’s financial
reporting process.
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Auditor's responsibility
Our objectives are to obtainreasonable assurance about whether the annual
accountsandconsolidated accountsasawhole are free from material misstate-
ment, whetherdue to fraud or error, and toissue an auditor'sreport thatincludes
our opinions. Reasonable assuranceis a highlevel of assurance, butisnotaguaran-
teethatanauditconductedinaccordance with ISAs and generally accepted auditing
standardsin Sweden will always detect a material misstatement when it exists. Mis-
statements can arise from fraud or error and are considered material if, individually
orinthe aggregate, they couldreasonably be expected toinfluence the economic
decisions of userstaken onthe basis of these annualaccounts and consolidated
accounts.

Afurther description of our responsibility for the audit of the annual accounts and
consolidatedaccountsis available on Revisorsinspektionen’s website: www.revi-

sorsinspektionen.se/revisornsansvar. This descriptionis part of the auditor'sreport.

Report on other legal and regulatory
requirements

The auditor’s examination of the administration of the company and the proposed
appropriations of the company’s profit orloss

Opinions

Inaddition to our audit of the annualaccounts and consolidated accounts, we have
also audited the administration of the Board of Director’s and the Managing Director
of Starbreeze AB (publ) for the year 2022 and the proposed appropriations of the
company's profit orloss.

Werecommend to the general meeting of shareholders that the profit be appro-
priatedinaccordance with the proposalinthe statutory administration reportand
thatthe members of the Board of Director’'s and the Managing Director be discharged
from liability for the financial year.

Basis for opinions
We conductedthe auditin accordance with generally accepted auditing standards
inSweden. Our responsibilities under those standards are further describedinthe
Auditor's Responsibilities section. We are independent of the parent company and
the groupinaccordance with professional ethics foraccountantsin Swedenand
have otherwise fulfilled our ethical responsibilitiesin accordance with these
requirements.

We believe that the audit evidence we have obtainedis sufficient and appropriate
to provide abasis for our opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directorsisresponsible for the proposal for appropriations of the com-
pany’'s profit orloss. At the proposal of adividend, thisincludes an assessment of
whetherthe dividendis justifiable considering the requirements which the company’s
and the group's type of operations, size andrisks place on the size of the parent
company's andthe group’ equity, consolidation requirements, liquidity and position
ingeneral.

The Board of Directorsisresponsible for the company’s organization and the
administration of the company’s affairs. Thisincludes among other things continu-
ous assessment of the company’'sandthe group’s financial situation and ensuring
thatthe company’s organizationis designed so that the accounting, management of
assetsandthe company’s financial affairs otherwise are controlledin areassuring
manner. The Managing Director shallmanage the ongoing administration according
tothe Board of Directors’ guidelines and instructions and among other matters take
measures that are necessary to fulfillthe company’s accountingin accordance with
lawand handle the management of assetsinareassuring manner.

Auditor's responsibility

Our objective concerning the audit of the administration, and thereby our opinion
aboutdischarge from liability, is to obtain audit evidence to assess with areasonable
degree of assurance whether any member of the Board of Directors or the Managing
Directorinany materialrespect:

- hasundertakenany action or been guilty of any omission which can give rise to
liability to the company, or

- inany other way has actedin contravention of the Companies Act, the Annual
Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the company’s
profitorloss, andthereby our opinion about this, isto assess with reasonable degree
of assurance whether the proposalisinaccordance with the Companies Act.

Reasonable assuranceisahighlevelof assurance, butisnotaguarantee thatan
audit conductedinaccordance with generally accepted auditing standards in Sweden
will always detect actions or omissions that can giverise to liability to the company,
orthatthe proposedappropriations of the company’s profit or loss are notinaccor-
dance withthe Companies Act.

Afurtherdescription of our responsibility for the audit of the administration is avail-
able onRevisorsinspektionen’'s website: www.revisorsinspektionen.se/revisorns-
ansvar. This descriptionis part of the auditor’'sreport.
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The auditor’s examination of the ESEF report

Opinions
Inaddition to our audit of the annualaccounts and consolidated accounts, we have
also examined that the Board of Directors and the Managing Director have prepared
the annual accounts and consolidated accountsinaformat that enables uniform
electronicreporting (the Esef report) pursuant to Chapter 16, Section 4(a) of the
Swedish Securities Market Act (2007:528) for ABC AB (publ) for the financial year 2022.
Ourexaminationand our opinion relate only to the statutory requirements.
Inouropinion, the Esefreporthasbeen preparedinaformat that,in allmaterial
respects, enables uniformelectronicreporting.

Basis for opinions
We have performed the examinationinaccordance with FAR's recommendation RevR
18 Examination of the Esef report. Our responsibility under thisrecommendationis
describedin more detailin the Auditors’ responsibility section. We are independent
of Starbreeze AB (publ) inaccordance with professional ethics foraccountantsin
Sweden andhave otherwise fulfilled our ethical responsibilities in accordance with
theserequirements.

We believe that the evidence we have obtainedis sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of the Board of Director’s and the Managing Director

The Board of Directors and the Managing Director are responsible for ensuring that
the Esefreporthasbeenpreparedinaccordance with the Chapter 16, Section 4(a)
of the Swedish Securities Market Act (2007:528), and for such internal control that the
Board of Directors (and the Managing Director) determine is necessary to prepare
the Esefreportwithout material misstatements, whether due to fraud or error.

Auditor's responsibility
Ourresponsibility isto forman opinion with reasonable assurance whether the Esef
reportisinallmaterial respects preparedinaformatthat meetsthe requirements of
Chapter 16, Section 4(a) of the Swedish Securities Market Act (2007:528), based on the
procedures performed.

RevR 18 requires me (us) to planand execute procedures to achieve reasonable
assurancethattheEsefreportispreparedinaformatthat meetstheserequirements.

Reasonable assuranceisahighlevel of assurance, butitis notaguarantee that an
engagementcarried outaccording to RevR 18 and generally accepted auditing stan-
dardsinSwedenwill always detect amaterial misstatement when it exists. Misstate-
ments canarise from fraud or error and are considered material if, individually orin
aggregate, they could reasonably be expected toinfluence the economic decisions
of userstakenonthe basis of the ESEF report.

The audit firm appliesISQC 1 Quality Control for Firms that Perform Audits and
Reviews of Financial Statements, and other Assurance and Related Services Engage-
ments and accordingly maintains a comprehensive system of quality control,includ-
ingdocumented policies and procedures regarding compliance with professional

ethicalrequirements, professional standards and legal and regulatory requirements.

Thereasonable assurance engagementinvolves obtaining evidence, through
various procedures, that the Esefreporthasbeen preparedinaformat that enables
uniformelectronicreporting of the annualaccounts. The procedures selected
dependontheauditor'sjudgment,including the assessment of the risks of material
misstatementinthereport, whether due to fraud orerror. Incarrying out thisrisk
assessment, andinorderto design procedures that are appropriateinthe circum-
stances, the auditor considers those elements of internal control that are relevant
to the preparation of the Esefreport by the Board of Directors and the Managing
Director, butnot for the purpose of expressing an opinion on the effectiveness of
thoseinternal controls. The reasonable assurance engagement alsoincludes an
evaluation of the appropriateness andreasonableness of assumptions made by
the Board of Directors and the Managing Director.

The procedures mainly include atechnical validation of the Esefreport,i.e.if the
file containing the Esefreport meets the technical specification set outinthe Com-
mission’s DelegatedRegulation (EU) 2019/815 and areconciliation of the Esefreport
with the audited annualaccounts and consolidated accounts.

Furthermore, the proceduresalsoinclude anassessment of whether the Esef
report has been marked with iXBRL which enables a fairand complete machine-read-
able version of the consolidated statement of financial performance, statement of
financial position, statement of changesin equity and the statement of cash flow.

Ohrlings PricewaterhouseCoopers AB, 113 97 Stockholm, was appointed auditor of
Starbreeze AB (publ) by the general meeting of the shareholders on the 12 May 2022
and hasbeenthe company's auditor since the 25 September 2000.

Stockholm, 14 April 2023

Ohrlings PricewaterhouseCoopers AB

Aleksander Lyckow
Authorized Public Accountant
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Introduction
Thisreportdescribes how the guidelines for remuneration to senior managers of
Starbreeze ABwere appliedin 2022. The report also containsinformation about remu-
nerationtothe CEO andasummary of the company's outstanding share and share
price-relatedincentive programsin 2022. The report has been preparedinaccor-
dance with the Swedish Companies Actand the Swedish Corporate Governance
Board. Rules on remuneration to senior managers and incentive programs.
Furtherinformation onremuneration to senior managers canbe foundinNote 13
(Remuneration of the Board of Directors and senior managers) on page 83 of the 2022
AnnualReport.Information onthe Remuneration Committee's workin 2022 can be
foundinthe Corporate Governance report on pages 40-48 of the 2022 Annual Report.
Remunerationtothe Boardis not covered by thisreport. Aresolutiononthisremu-
nerationis passedannually by the Annual General Meetingandisreportedin Note 13
onpage 83inthe 2022 AnnualReport.

Table 1- Total remuneration to the CEO in 2022 (SEK thousand)*

Fixed remuneration

Developmentin 2022
The CEO summarizes the company’'s overall performancein hisreport on pages 7-8 of
the 2022 Annual Report.

The company’s remuneration guidelines: scope, purpose and deviations
Aprerequisite forasuccessfulimplementation of the company’'s business strategy
and the safeguarding of its long-terminterests, includingits sustainability, is that the
company canrecruit and retain qualified employees. Thisrequires that the company
can offer competitive remuneration. The company’'sremuneration guidelines enable
senior executives to be offered a competitive total remuneration. According to the
remuneration guidelines, remuneration to senior executives shallbe on market
termsand may consist of the following components: fixed cash salary, variable cash
remuneration, pension benefits and other benefits. In addition, the Board of Direc-
torsshallannually evaluate whether share-based or share price-relatedincentive

Variable remuneration

Basic salary, Other benefits

programs should be proposedto the Annual General Meeting. The variable remunera-
tionshallbe paidinthe form of acash bonus and shall be linked to predetermined and
measurable criteria.Inaddition to annual variable cash remuneration, variable cash
remuneration may be paidinthe form of alongtermincentive bonus (LTIbonus) that
shallcomprise four financial years. The criteria for the payment of variable remuner-
ation shall be designed to promote the company’'s business strategy and long-term
interests, includingits sustainability.

The guidelines can be found on pages 42-45 of the Annual Report for 2022. During
2022 the Company has followed the applicable remuneration guidelines adopted by
the GeneralMeeting. No deviations from the guidelines have been made and no devi-
ations have been made from the decision-making processto be appliedin order to
determine the remuneration. The auditor's opinion onthe company's compliance
with the guidelinesis available on www.starbreeze.com.No compensation has been
claimed back.

Fixed/variable

Name of CEO SEK thousand** (car, healthcare) One-year variable Multi-year variable Pension Total remuneration remuneration, %
Tobias Sjogren, CEO SEK 3,038,000 SEK 0 thousand N/A SEK 0 thousand SEK 530,000 SEK 3,568,000 100%/0%

*With the exception of multi-year variable remuneration, the table shows remuneration for 2022. Multi-year variable remunerationisrecognized to the extent that it has been subject to vesting in 2022 andin
thissense hasbeen earned (see also under Variable remuneration below). This applies regardless of whether or not payment has been made in the same year.

“*Including vacation pay of SEK 1568 thousand.
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Share-based remuneration payment of suchremunerationin 2022 (see Table 1above).In 2021, in accordance with
Outstanding share-based and share price-basedincentive programs the remuneration guidelines adopted at the 2021 Annual General Meeting, the Board
Starbreeze did not have any share-based or share price-basedincentive programs of Directorsintroduced the option of multi-year variable cashremunerationin the
inthe 2022 financial year. formof along-termincentive bonus (LTIbonus) covering a period of four financial
years. The CEOQis covered by this LTIbonus which isbased on milestones related to
Remuneration tothe CEO in shares and stock options therelease, datametricsreviews and sales of PAYDAY 3in the years covered by the
Noremunerationinthe form of shares or stock options was paidto the CEOin 2022. LTIbonus. Forthe CEO, the total variable cash remuneration under the LTIbonus may
amount to amaximum of 48 months'salary.Part of the LTIbonusis also subject to
Variable remuneration deferred payment foracertain period of time in order to assist long-term growth.
IN 2022, there was no option for the CEO to receive annual variable remunerationin the No partofthe LTIbonus was earnedin 2022.

formof acashbonus,and the Board of Directors did not establish any criteria for the

Comparative informationregarding changes inremuneration and the company’s performance

Table 2 - Changesinremuneration and the company’s performancein the last three reported financial years (SEK thousand)

SEK thousand RR 2020 RR 2021 RR 2022
Remuneration to the CEO 8.600 3,646 3,568
Change +236 (+2.8%) -4,954 (-57.6%) -78 (-2.1%)
Operating profit/loss for the Group 10,875 -53,720 6,746
Change +11,379 -64,595 +60,466
Employee remuneration on FTE basis* 652 657 637
Change 49.5% 0.8% -3.0%

* Average remuneration based on average number of employees (excluding CEO).
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