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This prospectus supplement is being filed to update and supplement the information contained in the prospectus dated September 22, 2022 (the “Prospectus”), which forms a part of a registration statement on Form F-1 (Registration No. 333-266101), related to the offer and sale from time to time by the selling securityholders named in the Prospectus of up to (a) 2,228,977,574 Class A ADSs and (b) 9,000,000 Class C-2 ADSs. Specifically, this prospectus supplement is being filed to update and supplement the information included in the Prospectus with the information contained in our Report on Form 6-K submitted to the U.S. Securities and Exchange Commission (the “SEC”) on November 14, 2022.

Capitalized terms used but not defined herein have the meanings ascribed to them in the Prospectus.

This prospectus supplement is not complete without, and may not be utilized except in connection with, the Prospectus, including any supplements and amendments thereto.

We may further amend or supplement the Prospectus and this prospectus supplement from time to time by filing amendments or supplements as required. You should read the entire Prospectus, this prospectus supplement and any amendments or supplements carefully before you make your investment decision.

Our Class A ADSs and Class C-1 ADSs are listed on the Nasdaq Stock Market LLC (“Nasdaq”), under the trading symbols “PSNY” and “PSNYW,” respectively. On November 11, 2022, the closing price for our Class A ADSs on Nasdaq was $5.51. On November 11, 2022, the closing price for our Class C-1 ADSs on Nasdaq was $0.90.
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Investing in our securities involves a high degree of risk. You should carefully review the risks and uncertainties described under the heading “Risk Factors” beginning on page 14 of the Prospectus before you make an investment in the securities.

Neither the SEC nor any state or foreign securities commission has approved or disapproved of these securities or determined if this prospectus supplement or the Prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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This prospectus supplement is dated November 14, 2022
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Indicate by check mark whether the registrant files or will file annual reports under cover of Form 20-F or Form 40-F.

Form 20-F ☒	Form 40-F ☐

Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(1): ☐

Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(7): ☐
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INFORMATION CONTAINED IN THIS REPORT ON FORM 6-K[image: ]

On November 11, 2022, Polestar Automotive Holding UK PLC (“Polestar”) announced its financial results for the third quarter ended September 30, 2022. A copy of the investor update presentation that was posted on the investor relations website of Polestar in connection with the announcement is attached hereto as Exhibit 99.1.

Also attached as exhibits to this Report on Form 6-K are (i) Polestar’s Management’s Discussion and Analysis of Financial Conditions and Results of Operations for the Three and Nine Months Ended September 30, 2022 and 2021, which is attached as Exhibit 99.2; and (ii) Polestar’s Unaudited Condensed Consolidated Financial Statements as of September 30, 2022 and for the Three and Nine Months Ended September 30, 2022 and 2021, which are attached as Exhibit 99.3.

The information contained in Exhibit 99.2 and Exhibit 99.3 shall be deemed to be incorporated by reference into Polestar’s registration statement on Form S-8 (File No: 333-267146) and to be a part thereof from the date on which this report is submitted, to the extent not superseded by documents or reports subsequently filed or furnished. Exhibit 99.1 to this Report on Form 6-K shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

	
	POLESTAR AUTOMOTIVE HOLDING UK PLC

	Date: November 14, 2022
	By:
	/s/ Thomas Ingenlath

	
	Name:
	Thomas Ingenlath

	
	Title:
	Chief Executive Officer

	
	By:
	/s/ Johan Malmqvist

	
	Name:
	Johan Malmqvist

	
	Title:
	Chief Financial Officer
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Exhibit 99.2[image: ]

Management’s Discussion and Analysis of Financial Conditions and Results of Operations

The following discussion includes information that is relevant to understanding Polestar’s financial condition and results of operations and should be read together with the Unaudited Condensed Consolidated Financial Statements as of September 30, 2022 and for the three and nine months ended September 30, 2022, included elsewhere in this report. Refer to the Form 20-F filed with the SEC on June 29, 2022 for information related to the year ended December 31, 2021. All amounts presented in this report are shown in thousands of U.S. dollars, except per share data and unless otherwise stated.

Key figures

	
	
	
	
	September 30,
	
	December 31,
	

	
	
	
	
	
	2022
	
	
	
	
	2021
	
	
	
	

	
	Statement of financial position
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	
	
	
	988,259
	
	
	
	756,677
	
	
	

	
	Total assets
	3,649,461
	3,309,693
	
	
	

	
	Total equity
	
	
	
	(136,680)
	
	
	
	(122,496)
	
	
	

	
	Total liabilities
	(3,512,782)
	(3,187,197)
	
	
	

	
	
	
	For the nine months ended
	
	For the year
	

	
	
	
	
	
	ended
	

	
	
	
	September 30,
	
	
	
	
	December 31,
	

	
	
	
	2022
	
	2021
	
	
	
	
	2021
	
	
	

	Statement of loss
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenue
	1,476,746
	
	747,674
	
	1,337,181
	
	

	Cost of sales
	(1,419,271)
	(746,614)
	(1,336,321)
	

	Gross profit
	
	57,475
	
	
	1,060
	
	
	860
	
	

	Operating expenses1
	(1,139,056)
	(658,604)
	(995,699)
	

	Operating loss
	
	(1,081,581)
	
	
	(657,544)
	
	
	(994,839)
	
	

	Finance income and expense, net
	890,777
	
	(3,710)
	(12,279)
	

	Income tax expense
	
	(12,543)
	(9,414)
	(336)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss
	
	(203,347)
	(670,668)
	(1,007,454)
	

	Statement of cash flows
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash used for operating activities
	(1,023,425)
	(155,078)
	(312,156)
	

	Cash used for investing activities
	(652,778)
	(72,171)
	(129,672)
	

	Cash provided by financing activities
	1,965,753
	
	536,603
	
	909,572
	
	

	Key metrics
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Class A and B shares outstanding at period end
	2,109,378,547
	
	232,404,595
	
	232,404,595
	
	

	Share price at period end2
	5.06
	
	
	
	
	N/A
	
	
	
	N/A
	

	Net loss per share (basic and diluted)
	(0.22)
	(2.94)
	(4.39)
	

	
	
	1
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	Equity ratio3
	3.75%
	16.16%
	3.71%

	Global volumes4
	30,424
	15,178
	28,677

	Volume of external vehicles without repurchase obligations
	28,204
	12,362
	23,760

	Volume of external vehicles with repurchase obligations
	799
	1,535
	2,836

	Volume of internal vehicles
	1,421
	1,281
	2,081

	Markets5
	27
	16
	19

	Locations6
	128
	101
	103

	Service points7
	1,033
	738
	811


· - Included in operating expenses for the nine months ended September 30, 2022 is a non-recurring as well as non-cash USD 372.3 million charge relating to listing expenses incurred upon the merger with Gores Guggenheim, Inc.(“GGI”) on June 23, 2022. See also section “Reverse

recapitalization.”

· - Represents PSNY share price at September 30, 2022. Share prices at the end of prior periods are not disclosed as Polestar was not publicly traded.

· - Calculated as total equity divided by total assets.

· - Represents total volumes of new vehicles delivered, including external sales with recognition of revenue at time of delivery, external sales with repurchase commitments and internal sales of vehicles transferred for demonstration and commercial purposes as well as vehicles transferred to Polestar employees at time of registration. Transferred vehicles for demonstration and commercial purposes are owned by Polestar and included in

· - Represents the markets in which Polestar operates.

· - Represents Polestar Spaces, Polestar Destinations, and Polestar Test Drive Centers.

· - Represents Volvo Cars service centers to provide access to customer service points worldwide in support of Polestar’s international expansion. The comparison figure for September 30, 2021 is an estimate as the number of service points at period end was not recorded internally.

Key factors affecting performance

Polestar’s continued growth depends on numerous factors and trends. While these factors and trends provide opportunities for Polestar, they also pose risks and challenges as discussed in item 3.D “Risk Factors” in Form 20-F filed with the SEC on June 29, 2022. The following paragraphs explain the key factors that had a notable impact on Polestar during the nine months ended September 30, 2022.

Partnerships with Volvo Cars and Geely

Polestar’s relationship with related parties, Volvo Cars and Geely, has provided it with a unique competitive advantage in its ability to rapidly scale commercialization activities while maintaining an asset light balance sheet. This is achieved primarily through contract manufacturing as well as supply and service agreements with Volvo Cars and Geely. Polestar continues to utilize the established research and development capabilities of Volvo Cars and Geely to accelerate technological advancements in automotive technology. Additionally, selling and administrative expenses have been positively impacted due to service agreements with Volvo Cars that allow Polestar to attain operational efficiencies in the areas of aftermarket services, maintenance, and back-office functions such as information technology, legal, accounting, finance, and human resources.
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During the nine months ended September 30, 2022, Polestar entered into the following agreements with Volvo Cars and Geely:[image: ]

· A service agreement with Volvo Cars, effective January 28, 2022, that governs Polestar’s outbound logistics through the utilization of Volvo Cars’ existing vehicle distribution process in the United States.

· Technology license agreements with Geely, effective March 4, 2022, that govern Polestar’s acquisition of certain technology from Geely related to the Polestar 4.

· Service agreements with Volvo Cars, effective June 21, 2022, that govern the import and export of Polestar vehicles into and out of the United States by Volvo Cars.

Refer to Note 8 - Related party transactions in the Unaudited Condensed Consolidated Financial Statements included elsewhere in this report for more information.

Reverse recapitalization

On June 23, 2022, Polestar consummated a capital reorganization via the merger with Gores Guggenheim, Inc. (“GGI”), a special purpose acquisition company. Polestar subsequently began trading on the National Association of Securities Dealers Automated Quotations (“Nasdaq”) on June 24, 2022 under the ticker symbol PSNY. In addition to providing Polestar with access to new funding sources in the United States capital markets, the merger, including all related arrangements, raised net cash proceeds of $1,417,973. Gross proceeds of $638,197 was assumed from GGI, $250,000 was sourced from a private placement in public equity (“PIPE”), and $588,826 was sourced from a preferential share subscription with Volvo Cars. Polestar incurred total transaction costs of $97,953 in connection with the merger, of which $59,050 were attributable to GGI and deducted from the gross proceeds raised.

The merger was accounted for as a reverse recapitalization in accordance with International Financial Reporting Standards (“IFRS”) 2, Share-based Payment, under which Polestar obtained a listing service in exchange for the issuance of 5.1% equity ownership. Accordingly, Polestar recorded a non-recurring as well as non-cash share-based listing expense of $372,318 that was calculated based on the excess of the fair value of equity ownership in Polestar issued to GGI and third-party PIPE investors over the identifiable net assets and cash assumed on June 23, 2022. The fair value of Polestar equity on June 23, 2022 was based on a closing share price of $11.23 per share, a contributing factor to the size of the listing expense. This non-recurring listing expense is included in operating expenses and reflected in operating loss.

As part of the merger, Polestar exchanged rights and obligations to the public and private warrant instruments of GGI, which maintained fair values of

$40,320 and $22,770, respectively, on June 23, 2022. Polestar also issued certain rights to earn-out shares to existing owners with a fair value of

$1,500,638 on June 23, 2022. These earn-out rights were granted to existing owners of Polestar as stipulated by the business combination agreement

with GGI, dated on September 27, 2021. These instruments are accounted for as derivative liabilities under International Accounting Standards (“IAS”)

32, Financial Instruments: Presentation, and IFRS 9, Financial Instruments, that are carried at fair value with subsequent changes in fair value

recognized in the Unaudited Condensed Consolidated Statement of Loss at each reporting date. On June 23, 2022, the day of the merger, these earn out

rights were recorded as a reduction of equity (and a derivative liability) with an amount of $1,500,638.
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Refer to Note 1 - Significant accounting policies and judgements and Note 9 - Reverse recapitalization in the Unaudited Condensed Consolidated Financial Statements included elsewhere in this report for more information.[image: ]

Impact of COVID-19, Russo-Ukrainian War, and inflation

In certain instances, Polestar’s suppliers and business partners have experienced delays or disruptions from COVID-19, resulting in negative impacts to Polestar. Specifically, the prolonged government mandated quarantines and lockdowns in eastern China during the nine months ended September 30, 2022 delayed production and delivery of critical components for the Polestar 2. Polestar estimates that it lost approximately eight weeks of production at Volvo Cars’ Luqiao plant during the period.

Further, while Polestar does not directly conduct any business with suppliers in Russia or the Ukraine, there can be no assurance that all parts of the supply chain are devoid of any exposure to disruptions caused by the Russo-Ukrainian War. Refer to Item 3.D “Risk Factors” in Form 20-F filed with the SEC on June 29, 2022 for information on risks posed by COVID-19 and the Russo-Ukrainian War.

The broader impacts of COVID-19 and the Russo-Ukrainian War include rising inflationary pressures on prices of components, materials, labor, and equipment used in the production of Polestar vehicles. Particularly, increases in battery prices due to the increased prices of lithium, cobalt, and nickel are expected to lead to higher costs of goods sold. While price increases for these components have already taken place in the market, Polestar has not yet experienced an increase in costs of goods sold due to certain contract terms between our related party contract manufacturer, Volvo Cars, and their sub-suppliers. Additionally, the natural time lag created by the production, shipping, and selling of vehicles has also contributed to a delay in price increases experienced by Polestar. Higher oil prices have also increased freight and distribution costs across all markets. It is uncertain whether these inflationary pressures will persist in the future. Polestar remains vigilant and will continue to closely monitor the effects of COVID-19, the Russo-Ukrainian War, and inflation.
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Results of operations[image: ]

Polestar conducts business under one operating segment with commercial operations in North America, Europe, and Asia. Refer to Note 1 - Significant accounting policies and judgements in the Unaudited Condensed Consolidated Financial Statements included elsewhere in this report for more information on the basis of presentation. Refer to Note 1 - Significant accounting policies and judgements in the Consolidated Financial Statements for Polestar Automotive Holding Limited, as of, and for the year ended, December 31, 2021 that were included the Form 20-F filed with the SEC on June 29, 2022 for more information related to segment reporting.

Comparison of the three and nine months ended September 30, 2022 and 2021

The following table summarizes Polestar’s historical Unaudited Condensed Consolidated Statement of Income and Comprehensive Income (Loss) for the three and nine months ended September 30, 2022 and 2021:

	
	For the three months
	Variance
	
	
	For the nine months
	Variance
	
	
	

	
	ended September 30,
	
	
	
	ended September 30,
	
	
	
	

	
	2022
	
	2021
	
	$
	
	%
	
	2022
	
	2021
	
	$
	
	%
	
	

	Revenue
	435,449
	
	212,896
	
	222,553
	
	105
	
	1,476,746
	
	747,674
	
	729,072
	
	98
	
	

	Cost of sales
	(431,390)
	(247,647)
	(183,743)
	74
	
	(1,419,271)
	(746,614)
	(672,657)
	90
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gross profit (loss)
	4,059
	
	(34,751)
	38,810
	(112)
	57,475
	1,060
	56,415
	5,322
	

	Selling, general, and administrative expense
	(178,643)
	
	(199,290)
	
	20,647
	
	(10)
	
	(625,424)
	
	(478,144)
	
	(147,280)
	
	31
	
	

	Research and development expense
	(24,598)
	(50,529)
	25,931
	(51)
	(123,353)
	(157,400)
	34,047
	(22)
	

	Other operating income (expense), net
	2,781
	(8,291)
	11,072
	(134)
	(17,961)
	(23,060)
	5,099
	(22)
	

	Listing expense
	—
	—
	—
	—
	(372,318)
	—
	(372,318)
	N/A
	

	Operating loss
	(196,401
	)
	(292,861
	)
	96,460
	
	(33)
	
	(1,081,581
	)
	(657,544
	)
	(424,037
	)
	64
	
	

	Finance income
	711
	9,606
	(8,895)
	(93)
	1,485
	
	24,801
	(23,316)
	(94)
	

	Finance expense
	(60,539)
	(16,135)
	(44,404)
	275
	(111,966)
	(28,511)
	(83,455)
	293
	

	Fair value change - Earn-out rights
	546,961
	—
	546,961
	N/A
	965,668
	
	—
	965,668
	N/A
	

	Fair value change - Class C Shares
	14,059
	
	—
	
	14,059
	N/A
	35,590
	—
	35,590
	N/A
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income (loss) before income taxes
	304,791
	
	(299,390)
	604,181
	(202)
	(190,804)
	(661,254)
	470,450
	(71)
	

	Income tax expense
	(5,404)
	
	(3,058)
	
	(2,346)
	
	77
	
	(12,543)
	
	(9,414)
	
	(3,129)
	
	33
	
	

	Net income (loss)
	299,387
	(302,448)
	601,835
	(199)
	(203,347)
	(670,668)
	467,321
	(70)
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Revenues[image: ]

Polestar’s revenue increased by $222,553 or 105%, from $212,896 for the three months ended September 30, 2021 to $435,449 for the three months ended September 30, 2022. Revenue from related parties decreased by $3,775, or 18%, from $21,232 for the three months ended September 30, 2021 to $17,457 for the three months ended September 30, 2022.

Polestar’s revenue increased by $729,072 or 98%, from $747,674 for the nine months ended September 30, 2021 to $1,476,746 for the nine months ended September 30, 2022. Revenue from related parties increased by $30,059, or 42%, from $70,964 for the nine months ended September 30, 2021 to $101,024 for the nine months ended September 30, 2022.

The following table summarizes the components of revenue and related changes between interim periods:

	
	For the three months
	Variance
	
	
	For the nine months
	Variance
	
	
	

	
	ended September 30,
	
	
	
	ended September 30,
	
	
	
	

	
	2022
	
	2021
	
	$
	
	%
	
	2022
	
	2021
	
	$
	
	%
	
	

	Revenues
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales of vehicles
	425,299
	204,869
	220,430
	108
	1,442,116
	
	722,152
	
	719,964
	100
	

	Sales of software and performance engineered kits
	4,451
	5,537
	(1,086)
	(20)
	15,313
	19,817
	(4,504)
	(23)
	

	Sales of carbon credits
	162
	—
	162
	—
	1,475
	
	—
	1,475
	—
	

	Vehicle leasing revenue
	4,559
	2,001
	2,558
	128
	12,493
	2,155
	
	10,338
	480
	

	Other revenue
	978
	489
	489
	100
	5,349
	
	3,550
	
	1,799
	51
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	435,449
	212,896
	222,553
	105
	1,476,746
	
	747,674
	
	729,072
	98
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Sales of vehicles increased by $220,430, or 108%, from $204,869 for the three months ended September 30, 2021 to $425,299 for the three months

ended September 30, 2022. Sales of vehicles increased by $719,964, or 100%, from $722,152 for the nine months ended September 30, 2021 to

$1,442,116 for the nine months ended September 30, 2022. The increase was driven by greater volumes of Polestar 2 sales across major geographic

markets such as the United States, the United Kingdom, Germany, Sweden, and South Korea.
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Revenue per vehicle decreased slightly for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021 primarily due to Polestar 2 model mix and market mix. During the nine months ended September 30, 2021, the majority of vehicles sold were long-range dual motor variants of the Polestar 2 while the lower priced long-range single motor and[image: ]

standard-range single motor variants represented a greater share of revenue during the nine months ended September 30, 2022. Continued market expansion outside of Europe, where net revenue per car is generally lower, was a contributing factor in decreased revenue per vehicle during the nine months ended September 30, 2022 as compared to the comparative period.
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Sales of software and performance engineered kits decreased by $1,086, or 20%, from $5,537 for the three months ended September 30, 2021 to $4,451 for the three months ended September 30, 2022. Sales of software and performance engineered kits decreased by $4,504, or 23%, from $19,817 for the nine months ended September 30, 2021 to $15,313 for the nine months ended September 30, 2022. The decrease across both comparative periods is a result of Polestar’s shifting focus to its own vehicles and a decrease in Volvo Cars’ sales of Polestar’s performance engineered kits.[image: ]

Vehicle leasing revenue increased by $2,558, or 128%, from $2,001 for the three months ended September 30, 2021 to $4,559 for the three months ended September 30, 2022. Vehicle leasing revenue increased by $10,338, or 480%, from $2,155 for the nine months ended September 30, 2021 to $12,493 for the nine months ended September 30, 2022. Polestar began selling vehicles with repurchase obligations during the first half of 2021 and continued to increase the number of vehicles sold with repurchase obligations in the subsequent periods. This resulted in the increase to vehicle leasing revenue during the three and nine months ended September 30, 2022 as compared to the comparative periods.

Other revenue increased by $489, or 100%, from $489 for the three months ended September 30, 2021 to $978 for the three months ended September 30, 2022. Other revenue increased by $1,799, or 51%, from $3,550 for the nine months ended September 30, 2021 to $5,349 for the nine months ended September 30, 2022. The increase is driven primarily by higher royalties from Volvo Cars’ sales of parts and accessories for Polestar vehicles.

Cost of sales and gross profit

Cost of sales increased by $183,743, or 74%, from $247,647 for the three months ended September 30, 2021 to $431,390 for the three months ended September 30, 2022. Gross profit (loss) increased by $38,810, or 112%, from a loss of $34,751 for the three months ended September 30, 2021 to a profit of $4,059 for the three months ended September 30, 2022.

Cost of sales increased by $672,657, or 90%, from $746,614 for the nine months ended September 30, 2021 to $1,419,271 for the nine months ended September 30, 2022. Gross profit increased by $56,415 from $1,060 for the nine months ended September 30, 2021 to $57,475 for the nine months ended September 30, 2022.
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In general, the increases in cost of sales and gross profit across comparative periods are the result of expanded production and commercialization of Polestar 2 vehicles. Both cost of sales and gross profit were negatively impacted by higher freight and distribution costs per vehicle across all markets during the three and nine months ended September 30, 2022, partially offset by lower fixed manufacturing costs due to the winding down of Polestar 1 manufacturing in 2021. The decrease in revenue per vehicle from model mix and market mix during the three and nine months ended September 30, 2022 also had a direct impact on gross profit.[image: ]

Continued deterioration of the SEK/CNY foreign exchange rate has been a contributing factor to higher costs of sales and reduced margin development. The SEK/CNY foreign exchange rate weakened by approximately 8.6% during the nine months ended September 30, 2022 from 0.70 on January 1, 2022 to 0.64 by September 30, 2022. During the comparative period, the SEK/CNY foreign exchange rate weakened by approximately 6.3% from 0.79 on January 1, 2021 to 0.74 by September 30, 2021. In total, the SEK/CNY foreign exchange rate has weakened by approximately 19% since January 1, 2021. This trend impacts Polestar’s gross profit as a transaction effect of contract manufacturing in China when Polestar’s purchasing entity is denominated in a functional currency that is weaker than CNY.

Selling, general, and administrative expense

Selling, general, and administrative expense decreased by $20,647, or 10%, from $199,290 for the three months ended September 30, 2021 to $178,643 for the three months ended September 30, 2022. The decrease is primarily due to lower advertising, marketing, and promotional activities in the three months ended September 30, 2022. Polestar’s began curtailing advertising, marketing and promotional activities during the three months ended September 30, 2022 after experiencing a period of heavier spend in the twelve months prior.

Selling, general, and administrative expense increased by $147,280, or 31%, from $478,144 for the nine months ended September 30, 2021 to $625,424 for the nine months ended September 30, 2022. The increase is primarily due to (1) higher investments in advertising, marketing, and promotional activities during the first half of 2021 as part of Polestar’s commercial expansion across new and existing markets, (2) increased professional service fees related to accounting, finance, and information technology, and (3) higher wages and salaries associated with scaling headcount of Polestar’s sales and administrative personnel to meet the demands of the growing business and becoming a publicly listed company.

Research and development expense

Research and development expense decreased by $25,931, or 51%, from $50,529 for the three months ended September 30, 2021 to $24,598 for the three months ended September 30, 2022. Research and development expense decreased by $34,047, or 22%, from $157,400 for the nine months ended September 30, 2021 to $123,353 for the nine months ended September 30, 2022.
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The decrease is primarily the result of lower amortization of intangible assets related to the Polestar 1, which was fully amortized during the 2021 period, and positive translation effects on our research and development activities the United Kingdom which are transacted in SEK. The lower amortizations for Polestar 1 and the USD translation impacts are partially offset by increased research and development activities related to future vehicles and battery electric technologies, including the Polestar Precept and the P10 powertrain.[image: ]

Other operating income (expense), net and Listing expense

Other operating income (expense), net increased by $11,072, or 134%, from an expense of $8,291 for the three months ended September 30, 2021 to an income of $2,781 for the three months ended September 30, 2022. Other operating expense, net decreased by $5,099, or 22%, from $23,060 for the nine months ended September 30, 2021 to $17,961 for the nine months ended September 30, 2022. The changes during the three and nine months ended September 30, 2022 as compared to the respective comparative periods are primarily driven by lower negative foreign exchange effects on payables to Volvo Cars and Geely for the contract manufacturing of the Polestar 2. The listing expense of $372,318 incurred upon the merger with GGI on June 23, 2022 is non-recurring and presented separately below Other operating income (expense), net. Refer to Note 9 - Reverse recapitalization in the Unaudited Condensed Consolidated Financial Statements included elsewhere in this report for more information.

Finance income and Finance expense

Finance income decreased by $8,895, or 93%, from $9,606 for the three months ended September 30, 2021 to $711 for the three months ended September 30, 2022. Finance income decreased by $23,316, or 94%, from $24,801 for the nine months ended September 30, 2021 to $1,485 for the nine months ended September 30, 2022. The decrease is primarily driven by a negative net foreign exchange effect related to financial items for the three and nine months ended September 30, 2022 and 2021.

Finance expense increased by $44,404, or 275%, from $16,135 for the three months ended September 30, 2021 to $60,539 for the three months ended September 30, 2022. Finance expense increased by $83,455 from $28,511 for the nine months ended September 30, 2021 to $111,966 for the nine months ended September 30, 2022. These increases are primarily related to higher interest expense associated with financing arrangements and overdue trade payables to Volvo Cars.

Fair value change - Earn out rights

The earn-out rights were issued in connection with the capital reorganization that was consummated on June 23, 2022. As such, there is no comparison figure for 2021. The gain on the fair value change of the earn out liability for the three and nine months ended September 30, 2022 was $546,961 and $965,668, respectively. These gains are primarily attributable to a decrease in Polestar’s share price from $11.23 on June 23, 2022 (i.e., closing of the merger with GGI and issuance of the earn-out rights) to $5.06 on September 30, 2022 and increased market volatility.
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Leveraging on a benchmark of peers, the implied asset volatility used in the Monte Carlo simulation increased from of 60% as of June 23, 2022 and 70% as of September 30, 2022.[image: ]

Fair value change - Class C Shares

As part of the capital reorganization via the merger with GGI on June 23, 2022, Polestar exchanged rights and obligations to the public and private warrant instruments of GGI. The gain on the fair value change of these warrants (Class C Shares in Polestar) for the three and nine months ended September 30, 2022 was $14,059 and $35,590, respectively. These gains are primarily attributable to a decrease in the price of the Class C-1 Shares from $2.52 on June 23, 2022 (i.e., closing of the merger with GGI and exchange of the warrants) to $1.10 on September 30, 2022 and a decrease in the estimated value of the Class C-2 Shares from $2.53 to $1.10 over the same period. Polestar utilizes a binomial lattice model to calculate the value of the Class C-2 Shares which factors several inputs, including the changes in Polestar’s share price from $11.23 to $5.06, implied volatility of Class C-1 Shares from 22.5% to 88%, and risk-free rate from 3.12% to 4.04% over the same period.
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Liquidity and capital resources[image: ]

Polestar continues to finance its operations primarily through the issuance of equity instruments, various short-term credit facilities, including working capital facilities, term loans with related parties, sale-leaseback arrangements, and extended trade credit with related parties. The principal uses of liquidity and capital are funding operations, market expansion, and investments in Polestar’s future vehicles and automotive technologies. Substantial doubt about Polestar’s ability to continue as a going concern persists as timely realization of financing endeavors is necessary to cover forecasted operating and investing cash outflow. Refer to Note 1 - Significant accounting policies and judgements, Note 7 - Liabilities to credit institutions, and Note 9 - Reverse recapitalization in the Unaudited Condensed Consolidated Financial Statements included elsewhere in this report for more information.

Comparison of the nine months ended September 30, 2022 and 2021

As of September 30, 2022, Polestar had cash and cash equivalents of $988,259 as compared to $756,677 as of December 31, 2021. The following table summarizes Polestar’s Unaudited Condensed Consolidated Statement of Cash Flows for the nine months ended September 30, 2022 and 2021:

	
	For the nine months
	Variance
	

	
	ended September 30,
	
	

	
	2022
	
	2021
	
	$
	
	

	Cash used for operating activities
	(1,023,425)
	
	(155,078)
	
	(868,347)
	
	

	Cash used for investing activities
	(652,778)
	(72,171)
	(580,607)
	

	Cash provided by financing activities
	1,965,753
	
	536,603
	
	1,429,150
	
	



Cash used for operating activities

Cash used for operating activities increased by $868,347, from $155,078 for the nine months ended September 30, 2021 to $1,023,425 for the nine months ended September 30, 2022. The change is primarily attributable to a larger operating loss and negative changes in working capital during the nine months ended September 30, 2022. Cash used for inventories increased by $165,776, from $145,378 for the nine months ended September 30, 2021 to $311,154 for the nine months ended September 30, 2022. This change is primarily attributed to accelerated production of the Polestar 2 following the end of the COVID-19 lockdowns in eastern China that occurred in the first half of 2022, necessary in order to be able to deliver on open customer orders.

Cash provided by changes in trade receivables, prepaid expenses, and other assets decreased by $253,884, from a cash inflow of $210,426 for the nine months ended September 30, 2021 to a cash outflow of $43,458 for the nine months ended September 30, 2022, primarily reflecting the impact of higher outstanding trade receivables with Volvo Cars. Cash provided by changes in trade payables, accrued expenses, and other liabilities decreased by $305,087, from a cash inflow of $244,442 for the nine months ended September 30, 2021 to a cash outflow of $60,645 for the nine months ended September 30, 2022, primarily due to higher repayments of trade payables and accrued expenses with Volvo Cars and Geely during the nine months ended September 30, 2022.
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Cash used for investing activities[image: ]

Cash used for investing activities increased by $580,607 from $72,171 for the nine months ended September 30, 2021 to $652,778 for the nine months ended September 30, 2022. The change was primarily the result of significantly more cash settlements with Volvo Cars and Geely for prior period investments in intellectual property related to the Polestar 2, Polestar 3 and Polestar 4. Polestar also made an investment of $2,480 in the fast-charging battery technology innovator, StoreDot, during the nine months ended September 30, 2022.

Cash provided by financing activities

Cash provided by financing activities increased by $1,429,150, from $536,603 for the nine months ended September 30, 2021 to $1,965,753 for the nine months ended September 30, 2022. The change was primarily the result of (1) the merger with GGI that occurred on June 23, 2022 and (2) increased liquidity provided by seven short-term working capital facilities secured by Polestar during the nine months ended September 30, 2022. The merger with GGI and related arrangements provided Polestar with net cash proceeds of $1,417,973. Polestar’s borrowings provided $1,555,201 in gross cash proceeds during the period, of which $815,541 was sourced from six short-term working capital facilities with Chinese banking partners, $642,520 was sourced from a green trade revolving credit facility with a syndicate of European banks, and $97,130 was sourced from multiple low-value floorplan and sale-leaseback facilities, including a small credit facility with Volvo Cars. These gross cash proceeds were partially offset by principal repayments of $957,186 during the period, of which $597,467 was used to settle three short-term working capital facilities with Chinese banking partners, $271,412 was used to settle amounts due on the green trade revolving credit facility, and $88,307 was used to settle amounts due on the low-value floorplan and sale-leaseback facilities, including the credit facility with Volvo Cars.

During the nine months ended September 30, 2021, Polestar sourced $832,701 in financing which was comprised of (1) $547,157 from an equity injection from various investors, including Geely, (2) $250,313 from short-term working capital facilities with Chinese and European banking partners, and (3) $35,231 from a convertible note issuance to various investors, including Geely. These gross cash proceeds were partially offset by principal repayments of $341,863 during the period, all of which was used to settle three short-term working capital facilities and amounts due on low-value floorplan and sale-leaseback facilities.
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Contractual obligations and commitments[image: ]

Polestar is party to contractual obligations to make payments to third parties and related parties in the form of short-term credit facilities, sale leaseback arrangements, and various other leasing arrangements. Polestar also has certain capital commitments to purchase property, plant and equipment and intellectual property. The following table summarizes Polestar’s estimated future cash expenditures related to contractual obligations and commitments as of September 30, 2022:

	
	Payments due by period

	
	
	
	Less than
	
	
	

	Contractual obligations and commitments
	Total
	
	1 year
	After 1 year

	Capital commitments
	515,942
	352,128
	163,814
	

	Credit facilities, including sale-leasebacks
	1,185,568
	1,185,568
	
	—

	Lease obligations
	92,274
	16,936
	75,338
	

	Total
	1,793,784
	
	1,554,632
	
	239,152
	



Critical accounting estimates

The following paragraphs discuss new accounting estimates applied during the nine months ended September 30, 2022 that are critical to the portrayal of our financial condition and results of operations and that require significant, difficult, subjective, or complex judgements.

Fair value measurement – methodologies for measuring the fair value of the financial liabilities related to the Class C-2 Shares and the contingent earn-out rights

The Class C-2 Shares and the contingent earn-out rights are derivative financial instruments that are carried at fair value through profit and loss. Quoted or observable prices for these financial instruments are not available in active markets, requiring Polestar to estimate the fair value of the instruments each period utilizing certain valuation techniques.

The fair value of the financial liability for the Class C-2 Shares is measured using a binomial lattice option pricing model that incorporates a geometric Brownian motion and references the observable price of the Class C-1 Shares. The Class C-1 Shares are almost identical instruments and are publicly traded on the NASDAQ (i.e., an active market). The inputs for this valuation technique include (1) the price of the Class C-1 Shares, (2) the implied volatility of the Class C-2 Shares, determined by reference to the implied volatility of the Class C-1 Shares, (3) the 5-year risk-free rate, and (4) the dividend yield of the Class C-2 Shares. Polestar considers these inputs to be primarily observable by reference to information on the Class C-1 Shares and other information available to the public (e.g., the 5-year risk-free rate is available by reference to published U.S. treasury rates), resulting in a Level 2 measurement methodology.

The fair value of the financial liability for the earn-out rights is measured using a Monte Carlo simulation. The inputs for this valuation technique include (1) the remaining term of the instrument, (2) the five earn-out tranches, (3) the probability of the Polestar’s Class A Shares reaching certain daily volume weighted average prices during the earn out period resulting in the issuance of each tranche of Class A Shares and Class B Shares, as determined by leveraging the implied volatility of the Class A Shares, and (4) the 5-year risk-free rate. The price and implied volatility of the Class A Shares are the most significant inputs to the Monte Carlo Simulation. The implied volatility is unobservable, requiring Polestar to calculate this input by reference to estimations of the asset volatility of common equity of peers. This results in a Level 3 measurement methodology.
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Unaudited Condensed Consolidated Statement of Income and Comprehensive Income (Loss)

(in thousands of U.S. dollars except per share data and unless otherwise stated)

	Consolidated Statement of Income (Loss)
	
	
	For the three months ended
	For the nine months ended
	

	
	Note
	September 30,
	September 30,
	

	
	
	2022
	
	2021
	
	2022
	
	2021
	
	

	Revenue
	2
	
	435,449
	
	212,896
	
	1,476,746
	
	747,674
	
	

	Cost of sales
	
	
	(431,390)
	(247,647)
	(1,419,271)
	(746,614)
	

	
	
	
	
	
	
	
	
	
	
	
	

	Gross profit (loss)
	
	
	4,059
	
	(34,751)
	57,475
	1,060
	

	Selling, general, and administrative expense
	
	
	(178,643)
	
	(199,290)
	
	(625,424)
	
	(478,144)
	
	

	Research and development expense
	
	
	(24,598)
	(50,529)
	(123,353)
	(157,400)
	

	Other operating income (expense), net
	
	
	2,781
	
	(8,291)
	(17,961)
	(23,060)
	

	Listing expense
	9
	
	—
	—
	(372,318)
	—
	

	Operating loss
	
	
	(196,401)
	
	(292,861)
	
	(1,081,581
	)
	(657,544
	)
	

	Finance income
	
	
	711
	9,606
	1,485
	24,801
	

	Finance expense
	
	
	(60,539)
	(16,135)
	(111,966)
	(28,511)
	

	Fair value change - Earn-out rights
	9
	
	546,961
	
	—
	965,668
	—
	

	Fair value change - Class C Shares
	9
	
	14,059
	—
	35,590
	—
	

	
	
	
	
	
	
	
	
	
	
	
	

	Income (loss) before income taxes
	
	
	304,791
	
	(299,390)
	(190,804)
	(661,254)
	

	Income tax expense
	
	
	(5,404)
	
	(3,058)
	
	(12,543)
	
	(9,414)
	
	

	Net income (loss)
	
	
	299,387
	
	(302,448)
	(203,347)
	(670,668)
	

	Net income (loss) per share (in U.S. dollars)
	4
	
	
	
	
	
	
	
	
	
	

	Basic
	
	
	0.14
	(1.30)
	(0.22)
	(2.94)
	

	Diluted
	
	
	0.14
	(1.30)
	(0.22)
	(2.94)
	

	Consolidated Statement of Comprehensive Income (Loss)
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss)
	
	
	299,387
	
	(302,448)
	(203,347)
	(670,668)
	

	Other comprehensive income (loss):
	
	
	
	
	
	
	
	
	
	
	

	Items that may be subsequently reclassified to the Consolidated Statement of Loss:
	
	
	
	
	
	
	
	
	
	
	

	Exchange rate differences from translation of foreign operations
	
	
	4,688
	
	(10,965)
	15,347
	(29,257)
	

	Total other comprehensive income (loss)
	
	
	4,688
	
	(10,965)
	
	15,347
	
	(29,257)
	
	

	Total comprehensive income (loss)
	
	
	304,075
	
	(313,413)
	(188,000)
	(699,925)
	

	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these Unaudited Condensed Consolidated Financial Statements.
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The Polestar Group[image: ]

Unaudited Condensed Consolidated Statement of Financial Position

(in thousands of U.S. dollars unless otherwise stated)

	
	Note
	September 30,
	December 31,
	

	
	
	2022
	
	
	2021
	
	

	Assets
	
	
	
	
	
	
	
	

	Non-current assets
	
	
	
	
	
	
	
	

	Intangible assets and goodwill
	5
	
	1,299,877
	
	1,368,356
	
	

	Property, plant, and equipment
	
	
	255,917
	
	208,193
	
	

	Vehicles under operating leases
	3
	
	88,973
	
	120,626
	
	

	Deferred tax asset
	
	
	—
	3,850
	
	

	Other investments
	10
	
	2,185
	
	—
	

	Other non-current assets
	
	
	2,211
	
	1,682
	
	

	Total non-current assets
	
	
	1,649,163
	
	1,702,707
	
	

	Current assets
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	
	
	988,259
	
	756,677
	
	

	Marketable securities
	
	
	—
	1,258
	
	

	Trade receivables
	
	
	102,117
	
	157,753
	
	

	Trade receivables - related parties
	8
	
	117,337
	
	14,688
	

	Accrued income - related parties
	8
	
	3,372
	
	5,103
	
	

	Inventories
	
	
	686,572
	
	545,743
	
	

	Current tax assets
	
	
	5,962
	
	5,562
	
	

	Other current assets
	
	
	96,680
	
	
	120,202
	
	

	Total current assets
	
	
	2,000,299
	
	1,606,986
	
	

	Total assets
	
	
	3,649,462
	
	
	3,309,693
	
	



The accompanying notes are an integral part of these Unaudited Condensed Consolidated Financial Statements.
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Unaudited Condensed Consolidated Statement of Financial Position

(in thousands of U.S. dollars unless otherwise stated)

	
	Note
	September 30,
	December 31,
	

	
	
	2022
	
	2021
	
	

	Equity
	6
	
	
	
	
	
	

	Share capital
	
	
	(21,090)
	(1,865,909)
	

	Other contributed capital
	
	
	(3,581,360)
	(35,231)
	

	Foreign currency translation reserve
	
	
	1,437
	16,784
	

	Accumulated deficit
	
	
	3,464,333
	1,761,860
	

	Total equity
	
	
	(136,680)
	
	(122,496)
	
	

	Liabilities
	
	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	
	
	

	Contract liabilities
	2
	(36,283)
	(28,922)
	

	Deferred tax liabilities
	
	
	(463)
	(509)
	

	Other non-current provisions
	
	
	(66,738)
	(38,711)
	

	Other non-current liabilities
	
	
	—
	(11,764)
	

	Earn-out liability
	9, 10
	
	(534,970)
	—
	

	Other non-current interest-bearing liabilities
	3
	(61,992)
	(66,575)
	

	
	
	
	
	
	
	
	

	Total non-current liabilities
	
	
	(700,446)
	(146,481)
	

	Current liabilities
	
	
	
	
	
	
	

	Trade payables
	
	
	(65,235)
	(114,296)
	

	Trade payables - related parties
	8
	(817,780)
	(1,427,678)
	

	Accrued expenses - related parties
	8
	(171,540)
	(315,756)
	

	Advance payments from customers
	
	
	(47,082)
	(36,415)
	

	Current provisions
	
	
	(47,781)
	(44,042)
	

	Liabilities to credit institutions
	7
	(1,176,582)
	(642,338)
	

	Current tax liabilities
	
	
	(5,222)
	(13,089)
	

	Interest-bearing current liabilities
	3
	(16,936)
	(10,283)
	

	Interest-bearing current liabilities - related parties
	8
	(8,986)
	(13,789)
	

	Contract liabilities
	2
	(45,621)
	(58,368)
	

	Class C Shares liability
	9, 10
	
	(27,500)
	—
	

	Other current liabilities
	
	
	(314,604)
	(364,662)
	

	Other current liabilities - related parties
	8
	(67,467)
	—
	

	Total current liabilities
	
	
	(2,812,336
	)
	(3,040,716
	)
	

	Total liabilities
	
	
	(3,512,782)
	(3,187,197)
	

	Total equity and liabilities
	
	
	(3,649,462
	)
	(3,309,693
	)
	

	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these Unaudited Condensed Consolidated Financial Statements.

5

The Polestar Group[image: ]

Unaudited Condensed Consolidated Statement of Cash Flows

(in thousands of U.S. dollars unless otherwise stated)

	
	
	
	For the nine months ended
	

	
	Note
	September 30,
	

	
	
	2022
	
	
	2021
	
	

	Cash flows from operating activities
	
	
	
	
	
	
	
	

	Net loss
	
	
	(203,347)
	(670,668)
	

	Adjustments to reconcile Net loss to net cash flows
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	
	140,063
	
	184,431
	

	Finance income
	
	
	(1,485)
	(24,801)
	

	Finance expense
	
	
	111,966
	
	28,511
	

	Fair value change - Earn-out rights
	
	
	(965,668)
	—
	

	Fair value change - Class C Shares
	
	
	(35,590)
	—
	

	Listing expense
	9
	372,318
	
	—
	

	Income tax expense
	
	
	12,543
	
	9,414
	

	Other non-cash expense and income, net
	
	
	12,497
	
	43,243
	

	Change in operating assets and liabilities
	
	
	
	
	
	
	
	

	Inventories
	
	
	(311,154)
	(145,378)
	

	Vehicles under operating leases
	3
	17,722
	
	(59,552)
	

	Contract liabilities
	2
	(16,390)
	34,218
	

	Trade receivables, prepaid expenses and other assets
	
	
	(43,458)
	210,426
	

	Trade payables, accrued expenses and other liabilities
	
	
	(60,645)
	244,442
	

	Interest received
	
	
	1,485
	
	1,082
	

	Interest paid
	
	
	(37,075)
	(6,367)
	

	Taxes paid
	
	
	(17,207)
	(4,079)
	

	
	
	
	
	
	
	
	
	

	Cash used for operating activities
	
	
	(1,023,425)
	(155,078)
	

	Cash flows from investing activities
	
	
	
	
	
	
	
	

	Additions to property, plant and equipment
	
	
	(7,452)
	(24,807)
	

	Additions to intangible assets
	5
	(642,846)
	(47,364)
	

	Additions to other investments
	
	
	(2,480)
	—
	

	Cash used for investing activities
	
	
	(652,778)
	
	
	(72,171)
	
	

	Cash flows from financing activities
	
	
	
	
	
	
	
	

	Change in restricted cash
	
	
	—
	50,225
	

	Proceeds from short-term borrowings
	7
	1,555,201
	
	250,313
	

	Principal repayments of short-term borrowings
	7
	(957,186)
	(341,863)
	

	Principal repayments of lease liabilities
	3
	(11,332)
	(4,460)
	

	Proceeds from the issuance of share capital and other contributed capital
	1
	1,417,973
	
	585,231
	

	Transaction costs
	1
	(38,903)
	(2,843)
	

	Cash provided by financing activities
	
	
	1,965,753
	
	
	536,603
	
	

	Effect of foreign exchange rate changes on cash and cash equivalents
	
	
	(57,968)
	(18,706)
	

	Net increase in cash and cash equivalents
	
	
	231,582
	
	
	290,648
	
	

	Cash and cash equivalents at beginning of period
	
	
	756,677
	
	316,424
	

	Cash and cash equivalents at end of period
	
	
	988,259
	
	
	607,072
	
	



The accompanying notes are an integral part of these Unaudited Condensed Consolidated Financial Statements.
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Unaudited Condensed Consolidated Statement of Changes in Equity

(in thousands of U.S. dollars unless otherwise stated)

	
	
	
	Share
	Other
	Currency
	Accumulated
	
	
	

	
	Note
	
	contributed
	translation
	
	Total
	

	
	
	capital
	capital
	reserve
	deficit
	
	

	Balance as of December 31, 2020
	
	
	1,318,752
	
	—
	
	16,365
	
	(754,406)
	
	580,711
	
	

	Net loss
	
	
	—
	—
	—
	(670,668)
	(670,668)
	

	Other comprehensive loss
	
	
	—
	—
	(29,257)
	—
	(29,257)
	

	Total comprehensive loss
	
	
	—
	
	—
	
	(29,257)
	
	(670,668)
	
	(699,925
	)
	

	Shareholders’ contribution
	
	
	—
	35,231
	—
	—
	35,231
	

	Issuance of new shares, net
	
	
	547,157
	—
	—
	—
	547,157
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of September 30, 2021
	
	
	1,865,909
	
	35,231
	(12,892)
	(1,425,074)
	463,174
	

	Balance as of December 31, 2021
	
	
	1,865,909
	
	35,231
	
	(16,784)
	
	(1,761,860)
	
	122,496
	
	

	Net loss
	
	
	—
	—
	—
	(203,347)
	(203,347)
	

	Other comprehensive loss
	
	
	—
	
	—
	
	15,347
	
	—
	
	15,347
	
	

	Total comprehensive loss
	
	
	—
	—
	15,347
	(203,347)
	(188,000)
	

	Merger with Gores Guggenheim Inc.
	9
	21,090
	
	1,673,322
	
	—
	
	(1,500,638)
	
	193,774
	
	

	Changes in the consolidated group
	9
	(1,865,909)
	1,865,909
	—
	1,512
	1,512
	

	Equity-settled share-based payment
	11
	—
	
	6,898
	—
	—
	6,898
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of September 30, 2022
	
	
	21,090
	3,581,360
	(1,437)
	(3,464,333)
	136,680
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these Unaudited Condensed Consolidated Financial Statements.
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Notes to the Unaudited Condensed Consolidated Financial Statements[image: ]

(in thousands of U.S. dollars unless otherwise stated)

Note 1 - Significant accounting policies and judgements

General information

Polestar Automotive Holding UK PLC (formerly known as Polestar Automotive Holding UK Limited) (the “Parent” or “ListCo”), together with its subsidiaries, hereafter referred to as “Polestar”, “Polestar Group,” and the “Group”, is a limited company incorporated in the United Kingdom. Polestar Group operates principally in the automotive industry, engaging in research and development, manufacturing, branding and marketing, and the commercialization of battery electric vehicles, technologies, and services. Polestar Group operates in 27 markets across Europe, North America, and Asia. Global headquarters is located at Assar Gabrielssons väg 9, 418 78 Göteborg, Sweden.

Merger with Gores Guggenheim, Inc.

Gores Guggenheim, Inc. (“GGI”) was a special purpose acquisition company (“SPAC”) formed for the purpose of effecting a merger, capital stock exchange, asset acquisition, stock purchase, reorganization or a similar business combination. GGI was incorporated in Delaware on December 21, 2021 and completed its initial public offering (“IPO”) on March 25, 2021.

On September 27, 2021, GGI entered into a Business Combination Agreement (“BCA”) with Polestar Automotive Holding Limited, a Hong Kong incorporated company (“Former Parent”), Polestar Automotive (Singapore) Pte. Ltd., a private company limited by shares in Singapore, Polestar Holding AB, a private limited liability company incorporated under the laws of Sweden, Polestar Automotive Holding UK Limited, a limited company incorporated under the laws of England and Wales and a direct wholly owned subsidiary of the Former Parent, and PAH UK Merger Sub Inc., a Delaware corporate and a direct wholly owned subsidiary of ListCo (“US Merger Sub”).

On June 23, 2022 (“Closing”), the Former Parent consummated a reverse recapitalization pursuant to the terms and conditions of the BCA. At the Closing, Polestar Holding AB and its subsidiaries became wholly owned subsidiaries of ListCo. US Merger Sub merged with GGI, pursuant to which the separate corporate existence of US Merger Sub ceased and GGI became a wholly owned subsidiary of ListCo. Simultaneously, the following events occurred:

· the Convertible Notes of the Former Parent outstanding immediately prior to the Closing were automatically converted into 4,306,466 Class A Shares in ListCo;

· the Former Parent was separated from Polestar Group and issued 294,877,349 Class A Shares in ListCo, 1,642,233,575 Class B Shares in ListCo, and the right to receive an earn out of a variable number of additional Class A Shares and Class B Shares, depending on the daily volume weighted average price of Class A Shares in the future;

· all GGI units outstanding immediately prior to the Closing held by GGI stockholders were automatically separated and the holder was deemed to hold one share of GGI Class A Common Stock and one-fifth of a GGI Public Warrant;

· all GGI Class A Common Stock issued and outstanding, other than those held in treasury, were exchanged for 65,389,140 Class A Shares in ListCo;
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(in thousands of U.S. dollars unless otherwise stated)

· all GGI Class F Common Stock issued and outstanding, other than those held in treasury, were exchanged for 18,459,165 Class A Shares in ListCo;

· all GGI Common Stock held in treasury were canceled and extinguished without consideration;

· all GGI Public Warrants issued and outstanding immediately prior to the Closing were exchanged for 15,999,965 Class C-1 Shares in ListCo with effectively the same terms as the GGI Public Warrants and are exercisable for Class A Shares in ListCo;

· all GGI Private Warrants issued and outstanding immediately prior to the Closing were exchanged for 9,000,000 Class C-2 Shares in ListCo with effectively the same terms as the GGI Private Warrants and are exercisable for Class A Shares in ListCo;

· pursuant to the PIPE Subscription Agreements, third-party investors purchased 25,423,445 Class A Shares in ListCo and Volvo Cars purchased 1,117,390 Class A Shares in ListCo, for a total of 26,540,835 Class A Shares in ListCo for an aggregate total of $250,000; and

· pursuant to the Volvo Cars Preference Subscription Agreement, Volvo Cars purchased 58,882,610 Preference Shares in ListCo for an aggregate total of $588,826 which automatically converted to Class A Shares in ListCo thereafter.

The merger with GGI, including all related arrangements, raised net cash proceeds of $1,417,973. Gross proceeds of $638,197 was assumed from GGI, $250,000 was sourced from the PIPE Subscription Agreements, and $588,826 was sourced from the Volvo Cars Preference Subscription Agreement. Polestar incurred total transaction costs of $97,953 in connection with the merger, of which $59,050 were attributable to GGI and deducted from the gross proceeds raised. The merger was accounted for as a reverse recapitalization, in accordance with the relevant International Financial Reporting Standards (“IFRS”). Refer to Note 9 - Reverse recapitalization for additional information on the reverse recapitalization.

Immediately following the closing of the transaction, ListCo changed its name to Polestar Automotive Holding UK PLC and began trading on the National Association of Securities Dealers Automated Quotations (“Nasdaq”) under the ticker symbol PSNY.

As of September 30, 2022, the Former Parent (including also direct ownership by Volvo Cars owns 94.7% of the Group. The remaining 5.3% is owned by external investors.

Basis of preparation

The Unaudited Condensed Consolidated Financial Statements in this interim report of Polestar Group are prepared in accordance with International Accounting Standards (“IAS”) 34, Interim Financial Reporting (“IAS 34”), as adopted by the International Accounting Standards Board (“IASB”). For financial reporting purposes, Polestar Group companies apply the same accounting principles, irrespective of national legislation, as defined in the Group accounting directives. Such accounting principals have been applied consistently for all periods, unless otherwise stated.
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(in thousands of U.S. dollars unless otherwise stated)

This interim report is prepared in the presentation currency, U.S. Dollar (“USD”). All amounts are stated in thousands of USD (“TUSD”), unless otherwise stated.

Going concern

Polestar Group’s Unaudited Condensed Consolidated Financial Statements have been prepared on a basis that assumes Polestar Group will continue as a going concern and the ordinary course of business will continue in alignment with management’s 2022-2025 business plan.
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Management assessed Polestar Group’s ability to continue as a going concern and evaluated whether there are certain events or conditions, considered in the aggregate, that may cast substantial doubt about Polestar Group’s ability to continue as a going concern. All information available to management pertaining to the twelve-month period after the issuance date of these Unaudited Condensed Consolidated Financial Statements was used in performing this assessment.

Historically, Polestar Group has financed its operations primarily through short-term working capital loan arrangements with credit institutions (i.e., 12 months or less), contributions from shareholders, and extended trade credit from related parties. Since inception, Polestar Group has primarily generated recurring operating losses and negative operating and investing cash flows. Operating losses for the three months ended September 30, 2022 and 2021 amounted to $196,401 and $292,861, respectively. Operating losses for the nine months ended September 30, 2022 and 2021 amounted to $1,081,581 and $657,544, respectively.

Negative operating and investing cash flows for the nine months ended September 30, 2022 and 2021 amounted to $1,676,203 and $227,249, respectively. Management forecasts that Polestar Group will continue to generate negative operating and investing cash flows in the near-future, until sustainable commercial operations are achieved. Securing financing to support operating and development activities represents an ongoing challenge for Polestar Group.

Management’s 2022-2025 business plan indicates that Polestar Group depends on additional financing that is expected to be funded via a combination of new short-term working capital loan arrangements, shareholder loans, long-term loan arrangements, and new share issuances. The timely realization of these financing endeavors is crucial for Polestar Group’s ability to continue as a going concern. If these financing endeavors are not successful or sufficient enough to cover forecasted operating and investing cash flow needs, Polestar Group will need to seek additional funding through other means. Management has no certainty that Polestar Group will be successful in securing the funds necessary to continue operating and development activities as planned.

Based on these circumstances, management has determined there is substantial doubt about Polestar Group’s ability to continue as a going concern. There are ongoing efforts in place to mitigate the uncertainty. The Unaudited Condensed Consolidated Financial Statements do not include any adjustments to factor for the going concern uncertainty.
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Adoption of new and revised standards

Management concluded the adoption of new and revised accounting pronouncements has not and will not have a material impact on the Group’s Unaudited Condensed Consolidated Financial Statements. The adoptions of accounting pronouncements issued, but not effective, for the nine months ended September 30, 2022 will not have a material impact to the Group’s Unaudited Condensed Consolidated Financial Statements. For a detailed assessment of the Group’s adoption of new and revised standards, refer to Note 1 - Significant accounting policies and judgements of the Consolidated Financial Statements for Polestar Automotive Holding Limited, as of, and for the year ended, December 31, 2021 that were included in the Form 20-F filed with the United States Securities and Exchange Commission (“SEC”) on June 29, 2022.
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Presentation, basis of consolidation, segment reporting, and foreign currency

For a detailed description of the Group’s presentation, basis of consolidation, segment reporting, and foreign currency, including currency risk, refer to Note 1 - Significant accounting policies and judgements and Note 2 - Financial risk management of the Consolidated Financial Statements for Polestar Automotive Holding Limited, as of, and for the year ended, December 31, 2021 that were included in the Form 20-F filed with the SEC on June 29, 2022. There are no changes for the periods presented in these Unaudited Condensed Consolidated Financial Statements.

The following tables show the breakdown of the Group’s revenue from external customers and non-current assets (i.e., property, plant, and equipment (“PPE”), intangibles, goodwill, vehicles under operating leases and other investments) by geographical location:

	
	For the three months ended
	For the nine months ended
	

	Revenue
	September 30,
	September 30,
	

	
	2022
	
	2021
	
	2022
	
	2021
	
	

	USA
	103,020
	
	49,258
	
	317,251
	
	80,844
	
	

	Sweden
	67,681
	16,453
	222,838
	110,024
	

	United Kingdom
	49,992
	36,742
	187,209
	127,427
	

	Germany
	52,182
	22,843
	154,391
	81,683
	

	Norway
	25,599
	30,379
	142,121
	167,340
	

	Korea
	48,775
	—
	92,516
	—
	

	Netherlands
	11,583
	17,089
	67,520
	64,045
	

	Belgium
	8,825
	9,015
	51,533
	35,231
	

	Canada
	24,002
	3,455
	48,171
	10,735
	

	Denmark
	6,613
	14,967
	45,544
	16,724
	

	China
	2,889
	4,131
	34,532
	20,350
	

	Other regions1
	34,288
	
	8,564
	113,120
	33,271
	

	
	
	
	
	
	
	
	
	
	

	Total
	435,449
	
	212,896
	1,476,746
	747,674
	

	
	
	
	
	
	
	
	
	
	



1 - Revenue: Other regions primarily consist of Austria, Switzerland, Finland, and Australia in 2022. Other regions primarily consist of Switzerland in

2021.
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(in thousands of U.S. dollars unless otherwise stated)

	
	As of
	As of

	
	September 30,
	December 31,

	
	2022
	
	
	2021
	

	Non-current assets2
	
	
	
	
	

	Sweden
	1,052,930
	
	954,842

	China
	500,520
	
	637,900

	USA
	49,394
	64,072

	Germany
	22,590
	24,009

	Belgium
	3,234
	
	1,571

	Canada
	3,055
	
	3,139

	Netherlands
	2,333
	
	2,541

	United Kingdom
	2,190
	
	2,484

	Norway
	2,047
	
	1,660

	Other regions3
	8,659
	
	4,958

	Total
	1,646,952
	
	
	1,697,176
	



2 - Non-current assets; excluded Other non-current assets.

3 - Non-current assets: Other regions primarily consist of Switzerland, Austria and Denmark in 2022 and Switzerland and Austria in 2021.

Accounting policies

Polestar Group continues to apply the same accounting policies, methods, estimates and judgements as described in Note 1 - Significant accounting policies and judgements of the Consolidated Financial Statements for Polestar Automotive Holding Limited, as of, and for the year ended, December 31, 2021 that were included in the Form 20-F filed with the SEC on June 29, 2022. Additions to these accounting policies and methods due to new events that occurred during the nine months ended September 30, 2022 are described below.

Earnings per share

Basic earnings per share is calculated by dividing the net income or loss for the period by the weighted average number of Class A Shares and Class B Shares in ListCo outstanding during the period. Diluted earnings per share is calculated by adjusting the net income for the period and the weighted average number of Class A Shares and Class B Shares outstanding for the effect of dilutive potential ordinary shares (“POSs”) outstanding during the period (i.e., Class A Shares and/or Class B Shares that the Group is obligated to issue, or might issue under certain circumstances, in accordance with various contractual arrangements). The Group’s POSs are classified based on the nature of their instrument or arrangement and then the earnings per incremental share (“EPIS”) is calculated for each class of POS to determine if they are dilutive or anti-dilutive. Anti-dilutive POSs are excluded from the calculation of dilutive earnings per share.
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(in thousands of U.S. dollars unless otherwise stated)

EPIS is calculated as (1) the consequential effect on profit or loss from the assumed conversion of the class of POS (i.e., the numerator adjustment) divided by (2) the weighted average number of outstanding POSs for the class (i.e., the denominator adjustment). The EPIS denominator adjustment depends on the class of POS. The Group’s classes of POSs and their related EPIS denominator adjustment methods are as follows:

	POS Class
	EPIS Denominator Adjustment Method

	Unvested equity-settled share-based payments
	Treasury share1

	Class C Shares
	Treasury share

	Earn-out Rights and PSUs
	The number of shares issuable if the reporting date were the end of the

	
	contingency period

	Convertible Notes
	The number of shares issued assuming conversion occurred at the

	
	beginning of the reporting period



· - The treasury share method prescribed by IAS 33, Earnings Per Share (“IAS 33”), includes only the bonus element as the EPIS denominator adjustment. The bonus element is the difference between the number of ordinary shares that would be issued at the exercise of the options and the number of ordinary shares deemed to be repurchased at the average market price.

Share-based payments

Share-based payments qualify as either cash-settled or equity-settled transactions, depending on the nature of their settlement terms. When the participant has the option for cash or equity settlement, the awards are classified as a compound financial instrument consisting of an equity and a financial liability component. When the Group has the option for cash or equity settlement, the awards are classified as equity-settled unless the Group has the obligation to settle in cash (i.e., the award provides the participant with a put option to the Group).

Cash settled share-based payment awards are recognized as a financial liability at their fair value on the date of grant and remeasured at each reporting date until the date of settlement, with changes in fair value recognized in profit and loss. Equity-settled share-based payment awards are recognized in equity using the fair value as of the date of grant and not remeasured thereafter. The expense associated with share-based payments is recognized over the period in which services are provided by the participant, immediately if services are deemed to have already been provided by the participant, or a combination thereof if services were already provided and the participant will continue to provide services over a future period. Share-based payment expenses are recorded in the functional cost category of the Unaudited Condensed Consolidated Statement of Income and Comprehensive Income (Loss) that corresponds with the nature of the services provided.

During the nine months ended September 30, 2022, the Group granted equity settled share-based payments to employees in the form of free shares, restricted stock units (“RSU”), and performance stock units (“PSU”) through the 2022 Omnibus Incentive Plan. The Group also granted equity settled share-based payments in exchange for certain marketing services through November 1, 2023 and the service of a public listing of the Group on the Nasdaq through the merger with GGI. Refer to Note 9 - Reverse recapitalization for detail on the merger with GGI. Refer to Note 11 - Share-based payments for more detail on the 2022 Omnibus Incentive Plan and marketing service agreement.

15

Notes to the Unaudited Condensed Consolidated Financial Statements[image: ]

(in thousands of U.S. dollars unless otherwise stated)

Use of estimates and judgements

The preparation of these Unaudited Condensed Consolidated Financial Statements, in accordance with IAS 34, requires management to make judgements, estimates, and assumptions that affect the application of the Group’s accounting policies, the reported amount of assets, liabilities, revenues, expenses, and other related financial items. Management reviews its estimates and assumptions on a continuous basis; changes in accounting estimates are recognized in the period in which the estimates are revised, and prospectively thereafter. Details of new critical estimates and judgements which the Group considers to have a significant impact on these Unaudited Condensed Consolidated Financial Statements are set out below and the corresponding impacts can be seen in the following notes:

a) Valuation of the financial liability for the Class C-1 Shares and Class C-2 Shares (collectively, “Class C Shares”) - refer to Note 9 - Reverse recapitalization.

b) Valuation of the financial liability for the Former Parent’s contingent earn out right - refer to Note 9 - Reverse recapitalization.

Actual results could differ materially from those estimates using different assumptions or under different conditions.

Fair value measurement

Valuation methodology for the fair value of the financial liability related to the Class C-2 Shares

The Class C-2 Shares represents a derivative financial instrument that is carried at fair value through profit and loss (“FVTPL”) by reference to Level 2 measurement inputs because an observable price for the Class C-1 Shares, which are almost identical instruments, is available in the active market. Class C Shares are presented in current liabilities within the Unaudited Condensed Consolidated Statement of Financial Position as they can be exercised by the holder at any time. The related liability is measured at fair value, with any changes in fair value recognized in earnings. The fair value of the Class C-2 Shares is determined using a binomial lattice option pricing model in a risk-neutral framework whereby the future prices of the Class A Shares are calculated assuming a geometric Brownian motion (“GBM”). For each future price, the Class C-2 payoff amount is calculated based on the contractual terms of the Class C-2 Shares, including assumptions for optimal early exercise and redemption, and then discounted at the term-matched risk-free rate. The final fair value of the Class C-2 Shares is calculated as the probability-weighted present value over all modeled future payoff amounts. As of September 30, 2022, the fair value of the Class C-2 Shares was determined to equal approximately $9,900 by leveraging the closing price of the Class C-1 Shares on the Nasdaq of $1.10 per share, an implied volatility of 88.8%, a risk-free rate of 4.04%, a dividend yield of nil, and a 1,000 time-steps for the binomial lattice option pricing model. Refer to Note 9 - Reverse recapitalization for more detail on the Class C-2 Shares.
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Valuation methodology for the fair value of the financial liability related to the Former Parent’s contingent earn-out rights

The Former Parent’s contingent earn out right represents a derivative financial instrument that is carried at FVTPL by reference to Level 3 measurement inputs because a quoted or observable price for the instrument or an identical instrument is not available in active markets. The earn-out liability is presented in non-current liabilities within the Unaudited Condensed Consolidated Statement of Financial Position to align with the expected timing of the underlying earn-out payments. The fair value of the earn out is determined using a Monte Carlo simulation that incorporates a term of 5.23 years, the five earn-out tranches, and the probability of the Class A Shares in ListCo reaching certain daily volume weighted average prices during the earn-out period resulting in the issuance of each tranche of Class A Shares and Class B Shares in ListCo to the Former Parent. As of September 30, 2022, the fair value of the earn-out was determined to equal approximately $534,970 by leveraging an implied volatility of 70% and a risk-free rate of 4.01%. The implied volatility represents the most significant unobservable input utilized in this Level 3 valuation technique. The calculated fair value would increase (decrease) if the implied volatility were higher (lower). Refer to Note 9 - Reverse recapitalization for more detail on the Former Parent’s earn-out rights.

Valuation methodology for the fair value of RSUs and PSUs granted to employees under the 2022 Omnibus Incentive Plan

The fair value of the RSUs granted was determined by reference to the Group’s share price of $6.72 on the grant date (i.e., $6.72 per RSU). The fair value of PSUs granted was determined by calculating the weighted-average fair value of the 214,705 units linked to market-based vesting conditions and the 644,116 units linked to non-market-based vesting conditions. The units linked to non-market-based vesting conditions were fair valued by reference to the Group’s share price of $6.72 on the grant date (i.e., $6.72 per unit). The units linked to market-based vesting conditions were fair valued using a Monte Carlo simulation in a risk-neutral option pricing framework whereby the future share prices of Polestar’s Class A Shares and shares of the peer group over the performance period were calculated assuming a GBM. For each simulation path, the payoff amount of the awards was calculated as the simulated price of the Class A Shares multiplied by the simulated total shareholder return vesting (i.e., the number of awards simulated to vest based on the probability of achievement of certain performance conditions) and then discounted to the grant date at the term-matched risk-free rate. The fair value per unit of the units linked to non-market-based vesting conditions was determined to be $7.93 by leveraging an implied volatility of 70%, a peer group historical average volatility of 81.9%, a risk-free rate of 3.5%, a simulation term of 2.3 years, a dividend yield of nil, and a 100,000 simulation iterations. As such, the weighted-average fair value per PSU was calculated to be $7.02. Refer to Note 11 - Share-based payments for more detail on the 2022 Omnibus Incentive Plan.

Note 2 - Revenue

Polestar Group disaggregates revenue by major category based on the primary economic factors that may impact the nature, amount, timing, and uncertainty of revenue and cash flows from these customer contracts as seen in the table below:
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	For the three months ended
	
	For the nine months ended

	
	September 30,
	
	September 30,

	
	2022
	2021
	
	2022
	2021
	

	Sales of vehicles and related services1
	425,299
	
	204,869
	
	1,442,116
	
	722,152
	

	Sales of software and performance engineered kits
	4,451
	5,537
	15,313
	19,817
	

	Sales of carbon credits
	162
	
	—
	1,475
	
	—

	Vehicle leasing revenue
	4,559
	2,001
	12,493
	2,155
	

	Other revenue
	978
	489
	5,349
	3,550
	

	Total
	435,449
	
	212,896
	
	1,476,746
	
	747,674
	



1 - Revenue related to sale of vehicles are inclusive of extended and connected services recognized over time.

For the three and nine months ended September 30, 2022 and 2021, other revenue primarily consisted of license revenue generated from sales-based royalties received from Volvo Cars on sales of parts and accessories for Polestar vehicles.

For the three and nine months ended September 30, 2022, no sole customer, that are not related parties, exceeded 10% of total revenue. The Group’s two largest customers that are not related parties accounted for $95,148 (12.73%) and $82,867 (11.08%) of revenue, respectively, for the three and nine months ended September 2021. Refer to Note 8 - Related party transactions for further details on revenues from related parties.

Contract liabilities

	
	
	
	Deferred
	Deferred
	Deferred
	
	
	

	
	Sales
	
	
	revenue -
	
	
	

	
	
	revenue -
	revenue -
	operating
	
	
	

	
	generated
	extended
	connected
	leases &
	Total
	

	
	obligation
	service
	services
	other
	
	

	Balance as of January 1, 2022
	24,702
	
	23,680
	
	18,593
	
	20,315
	
	87,290
	
	

	Provided for during the period
	49,410
	19,408
	10,215
	6,964
	85,997
	

	Settled during the period
	(54,478)
	—
	—
	—
	(54,478)
	

	Released during the period
	—
	(8,818)
	(2,535)
	(16,226)
	(27,579)
	

	Translation differences and other
	(1,220)
	(3,957)
	(2,874)
	(1,275)
	(9,326)
	

	Balance as of September 30, 2022
	18,414
	
	30,313
	
	23,399
	
	9,778
	
	81,904
	
	

	of which current
	18,414
	14,999
	3,412
	
	8,796
	45,621
	

	of which non-current
	—
	15,314
	19,987
	982
	36,283
	



As of September 30, 2022, contract liabilities amounted to $81,904, of which $18,414 was related to variable consideration payable to fleet customers in the form of volume related bonuses and $63,490 was related to remaining performance obligations associated with sales of vehicles and vehicle leasing revenue.
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Note 3 - Leases

The following table depicts the changes in the Group’s right-of-use assets, which are included within Property, plant, and equipment:

	
	
	Buildings
	Machinery
	
	
	

	
	
	
	
	and
	Total
	

	
	
	and land
	
	equipment
	
	

	Acquisition cost
	
	
	
	
	
	
	
	
	

	Balance as of January 1, 2022
	45,113
	
	50,099
	
	95,212
	
	

	Additions
	31,957
	
	
	—
	31,957
	
	

	Reclassification
	
	—
	(847)
	(847)
	

	Effect of foreign currency exchange rate differences
	(9,366)
	(5,312)
	(14,678)
	

	Balance as of September 30, 2022
	
	67,704
	
	
	43,940
	
	111,644
	
	

	Accumulated depreciation
	
	
	
	
	
	
	
	
	

	Balance as of January 1, 2022
	(10,159)
	(15,447)
	(25,606)
	

	Depreciation expense
	(8,755)
	(6,054)
	(14,809)
	

	Reclassification
	
	—
	847
	
	847
	
	

	Effect of foreign currency exchange rate differences
	1,840
	
	2,052
	
	3,892
	
	

	Balance as of September 30, 2022
	
	(17,074
	)
	
	(18,602)
	
	(35,676
	)
	

	Carrying amount as of September 30, 2022
	50,630
	
	25,338
	
	75,968
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(in thousands of U.S. dollars unless otherwise stated)

Amounts related to leases recognized in the Unaudited Condensed Consolidated Statement of Income and Comprehensive Income (Loss) are as follows:

	
	
	
	For the three months ended
	For the nine months ended

	
	
	
	September 30,
	
	September 30,

	
	
	
	2022
	
	2021
	
	
	2022
	
	
	2021
	

	
	Expense relating to short-term leases
	487
	
	
	79
	
	1,322
	
	
	208
	

	
	Expense relating to leases of low value assets
	1,031
	1,103
	2,942
	
	3,139

	
	Interest expense on leases
	698
	540
	2,398
	
	1,689

	
	Income from sub-lease right of use assets
	274
	234
	889
	
	234

	The current and non-current portion of the Group’s lease liabilities are as follows:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	As of
	
	As of
	
	

	
	
	
	
	
	September 30,
	
	December 31,
	
	

	
	
	
	
	
	2022
	
	
	2021
	
	
	

	
	
	Current lease liability
	
	
	16,936
	
	
	
	10,250
	
	
	

	
	
	Non-current lease liability
	
	
	61,992
	
	
	
	66,575
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Total
	
	
	78,928
	
	
	
	76,825
	
	
	

	Expected future lease payments to be made to satisfy the Group’s lease liabilities are as follows:
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	As of
	
	As of
	
	

	
	
	
	
	
	September 30,
	
	December 31,
	
	

	
	
	
	
	
	2022
	
	
	2021
	
	
	

	
	
	Within 1 year
	
	
	16,936
	
	
	
	10,250
	
	
	

	
	
	Between 1 and 2 years
	
	
	18,396
	
	11,715
	
	
	

	
	
	Between 2 and 3 years
	
	
	17,237
	
	10,375
	
	
	

	
	
	Between 3 and 4 years
	
	
	8,594
	
	8,596
	
	
	

	
	
	Between 4 and 5 years
	
	
	7,822
	
	42,032
	
	
	

	
	
	Later than 5 years
	
	
	23,289
	
	
	
	6,361
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Total
	
	
	92,274
	
	
	
	89,329
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



For the nine months ended September 30, 2022 and 2021, total cash outflows for leases amounted to $11,332 and $4,460, respectively.

As a lessor, revenue recognized from operating leases are as follows:

	
	
	For the three months ended
	For the nine months ended
	

	
	
	September 30,
	2021
	
	September 30,
	2021
	
	

	
	2022
	
	
	
	
	2022
	
	
	
	
	

	Vehicle leasing revenue
	
	4,559
	
	
	2,001
	
	12,493
	
	
	2,155
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(in thousands of U.S. dollars unless otherwise stated)

For the majority of the Group’s operating lease contracts as a lessor, vehicles are paid for upfront by the customer at contract inception and repurchased by Polestar at the end of the lease term. In a few cases such vehicles are not paid upfront. As of September 30, 2022, expected future undiscounted lease payments to be received in those cases amounts to $297. All of which will be earned within 12 months. The following table depicts the changes in the Group’s vehicles under operating leases:

	
	Vehicles under

	
	operating

	
	leases

	Acquisition cost
	
	

	Balance as of January 1, 2022
	124,764

	Additions
	22,749

	Reclassification to inventory
	(43,007)

	Effect of foreign currency exchange rate differences
	(6,298)

	Balance as of September 30, 2022
	98,208
	

	Accumulated depreciation
	
	

	Balance as of January 1, 2022
	(4,138)

	Depreciation expense
	(7,865)

	Reclassification to inventory
	2,536

	Effect of foreign currency exchange rate differences
	232

	Balance as of September 30, 2022
	(9,235)
	

	Carrying amount as of September 30, 2022
	88,973
	



Note 4 - Net income (loss) per share

The following table presents the computation of basic and diluted net income (loss) per share for the three and nine months ended September 30, 2022 and 2021:

	
	
	For the three months ended
	For the nine months ended

	
	
	September 30,
	September 30,

	
	
	2022
	
	2021
	
	2022
	
	2021
	

	
	
	Class A and B
	
	Class A and B
	
	Class A and B
	
	Class A and B
	

	
	
	Common
	Common
	Common
	Common

	Numerator:
	
	
	
	
	
	
	
	
	

	Net income (loss) attributable to common shareholders
	299,387
	(302,448)
	(203,347)
	(670,668)

	Denominator:
	
	
	
	
	
	
	
	
	

	Weighted-average number of common shares outstanding
	
	
	
	
	
	
	
	
	

	Basic
	2,109,199,199
	232,404,595
	913,056,665
	228,309,237

	Diluted
	2,109,587,244
	232,404,595
	913,056,665
	228,309,237

	Net income (loss) per share (in ones):
	
	
	
	
	
	
	
	
	

	Basic
	0.14
	(1.30)
	(0.22)
	(2.94)

	Diluted
	0.14
	(1.30)
	(0.22)
	(2.94)
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The following table presents shares that were not included in the calculation of diluted earnings per share as of three and nine months ended,

September 30, 2022 and 2021, as the shares would be antidilutive:

	
	For the three months ended
	
	For the nine months ended

	
	September 30,
	
	September 30,

	
	2022
	
	2021
	
	2022
	
	2021
	

	Earn-out Shares
	158,177,609
	
	—
	
	158,177,609
	
	—
	

	Class C-1 Shares
	15,999,965
	—
	15,999,965
	—

	Class C-2 Shares
	9,000,000
	—
	9,000,000
	—

	PSUs
	858,821
	—
	858,821
	—

	RSUs
	—
	—
	629,303
	—

	Free share plan
	334,990
	—
	334,990
	—

	Marketing services agreement
	—
	—
	156,250
	—

	Convertible Notes
	—
	
	4,306,466
	
	—
	
	4,306,466
	

	Total antidilutive shares
	184,371,385
	4,306,466
	185,156,938
	4,306,466

	
	
	
	
	
	
	
	
	



Refer to Note 6 - Equity for more details on the rights of Class A and B common shareholders.
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Note 5 - Intangible assets and goodwill

The following table depicts the split between Polestar Group’s intangible assets, goodwill and trademarks:

Intangible assets,
goodwill and
trademarks
	
	
	Intangible assets
	
	
	
	
	
	1,254,210
	
	
	
	
	

	
	
	Goodwill and trademarks
	
	
	
	
	
	45,667
	
	
	
	
	

	
	
	Balance as of September 30, 2022
	
	
	
	
	
	1,299,877
	
	
	
	
	

	Intangible assets were as follows:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Internally
	Software
	
	Acquired IP
	Total
	

	
	
	
	developed IP
	
	
	
	
	

	
	Acquisition cost
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance as of January 1, 2022
	151,884
	
	1,267
	1,541,855
	1,695,006
	

	
	Additions1
	73,688
	—
	201,699
	275,387
	

	
	Replacement cost development project
	(9,565)
	—
	
	—
	(9,565)
	

	
	Effect of foreign currency exchange rate differences
	(35,450)
	(211)
	(274,703)
	(310,364)
	

	
	Balance as of September 30, 2022
	180,557
	
	1,056
	
	
	1,468,851
	
	1,650,464
	
	

	
	Accumulated amortization and impairment
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance as of January 1, 2022
	(15,659)
	(283)
	(366,637)
	(382,579)
	

	
	Amortization expense
	(1,372)
	(111)
	(83,768)
	(85,251)
	

	
	Effect of foreign currency exchange rate differences
	2,987
	
	59
	68,530
	71,576
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance as of September 30, 2022
	(14,044)
	(335)
	(381,875)
	(396,254)
	

	
	Carrying amount as of September 30, 2022
	166,513
	
	721
	
	
	1,086,976
	
	1,254,210
	
	



· – Of $275,387 in additions for the nine months ended September 30, 2022, $198,994 has been settled in cash. These $198,994 are included in the $642,846 in the cash-flow statement in cash from investing activities related to additions to intangible assets, while $443,852 is settled in cash in 2022 but added as investments through Trade payables - related parties in prior years.

Additions to internally developed IP are primarily related to the Polestar Precept concept car and various other internal programs, such as model year changes, for the nine months ended September 30, 2022. Additions of acquired IP during the nine months ended September 30, 2022 were related to acquisitions of the Polestar 2 (“PS2”) and Polestar 3 (“PS3”) IP from Volvo Cars. Polestar also acquired IP related to the Polestar 4 (“PS4”) from Geely. Refer to Note 8 - Related party transactions for further details.

Changes to the carrying amount of goodwill and trademarks during the period were as follows:
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	Goodwill
	Trademarks
	Total

	Balance as of January 1, 2022
	
	53,282
	
	
	2,647
	
	55,929
	

	Effect of foreign currency exchange rate differences
	
	(9,776)
	(486)
	(10,262)

	Balance as of September 30, 2022
	
	43,506
	
	
	2,161
	
	45,667
	



Note 6 - Equity

Between January 1, 2022, and prior to the Closing of the merger with GGI, there were no events impacting the Group’s equity other than the issuance of 50,000 British Pound Sterling (“GBP”) Redeemable Preferred Shares in ListCo with a par value of GBP 1.00, equivalent to $65, to the Former Parent. This issuance was part of ListCo’s incorporation in the United Kingdom as a subsidiary of the Former Parent in preparation for the Closing of the merger with GGI. The issuance was included in Other contributed capital within the Unaudited Condensed Consolidated Statement of Financial Position. Refer to Note 1 - Significant accounting policies and judgements for the list of events impacting equity upon the Closing of the merger with GGI. The following instruments of ListCo were issued and outstanding as of September 30, 2022:

· 467,144,972 Class A Shares with a par value of $0.01, of which 241,264,235 were owned by related parties;

· 1,642,233,575 Class B Shares with a par value of $0.01, of which all were owned by related parties;

· 15,999,965 Class C-1 Shares with a par value of $0.10;

· 9,000,000 Class C-2 Shares with a par value of $0.10; and

· 50,000 Redeemable Preferred Shares with a par value of GBP 1.00.

Holders of Class A Shares in ListCo are entitled to one vote per share and holders of Class B Shares in ListCo are entitled to ten votes per share. Holders of Class C Shares in ListCo are entitled to one vote per share for certain matters, but have no voting rights with respect to general matters voted on by holders of Class A Shares and Class B Shares in ListCo. Additionally, holders of GBP Redeemable Preferred Shares in ListCo have no voting rights. Any dividends or other distributions paid by ListCo shall be issued to holders of outstanding Class A Shares and Class B Shares in ListCo. Holders of Class C Shares and GBP Redeemable Preferred Shares in ListCo are not entitled to participate in any dividends or other distributions. Refer to Note 9 - Reverse recapitalization for additional information on the Class C Shares.

Changes to the number of Class A Shares and Class B Shares in ListCo issued and outstanding during the period were as follows:

	
	
	Class A
	
	Class B

	Balance as of January 1, 2022
	
	197,026,729
	
	35,377,866
	

	Issuance during the period
	
	—
	
	—

	Conversion from Class A to Class B
	
	—
	
	—

	Balance as of June 23, 2022
	
	197,026,729
	
	35,377,866
	

	Issuance during the period
	172,267,623
	
	—
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	Removal of Polestar Automotive Holding Limited from the Group
	
	
	
	

	Conversion from Class A to Class B
	(197,026,729)
	1,642,233,575

	Conversion from Class B to Class A
	294,877,349
	
	(35,377,866)

	Balance as of September 30, 2022
	467,144,972
	
	1,642,233,575
	



As of September 30, 2022, there were an additional 4,532,855,028 Class A Shares and 135,133,164 Class B Shares with par values of $0.01 authorized for issuance. No additional Class C Shares or Redeemable Preferred Shares were authorized for issuance.

Note 7 - Liabilities to credit institutions

The carrying amount of Polestar Group’s liabilities to credit institutions as of September 30, 2022 and December 31, 2021 are as follows:

	Liabilities to credit institutions
	
	As of September 30,
	As of December 31,
	

	
	
	2022
	
	
	2021
	
	

	Working capital loans from banks
	1,143,011
	
	
	609,209
	
	

	Floorplan facilities
	18,759
	
	18,664
	

	Sale-leaseback facilities
	14,812
	
	14,465
	

	Balance as of September 30, 2022
	1,176,582
	
	
	642,338
	
	



The Group has the following working capital loans outstanding as of September 30, 2022:

	
	
	
	
	
	
	
	
	Nominal amount in
	
	
	
	

	Currency
	
	Term
	Security
	Interest
	respective currency
	TUSD
	

	
	
	
	
	
	(thousands)
	
	

	EUR
	
	February 2022 - February 2023
	
	Secured4
	
	3-month EURIBOR5 plus 2.1% and an arrangement fee of 0.15%
	
	344,894
	
	337,065
	
	
	

	CNY
	
	June 2022 - June 2023
	Unsecured
	12-month LPR1 plus 1.25%, settled monthly
	500,000
	70,290
	
	

	CNY
	
	August 2022 - August 2023
	Unsecured
	12-month LPR plus 0.05%, settled quarterly
	716,000
	100,656
	
	

	USD
	
	August 2022 - August 2023
	Unsecured
	3-month LPR plus 2.3%, settled quarterly
	147,000
	147,000
	
	

	USD
	
	September 2022 - September 2023
	Unsecured
	3-month LPR plus 2.3%, settled quarterly
	255,000
	255,000
	
	

	USD
	
	September 2022 - September 2023
	Secured2
	4.48% per annum
	133,000
	133,000
	
	

	USD
	
	September 2022 - September 2023
	Unsecured
	3-month SOFR3 plus 2.4%, settled quarterly
	100,000
	100,000
	
	

	Total
	
	
	
	
	
	
	
	
	
	1,143,011
	
	



1  - People’s Bank of China (“PBOC”) Loan Prime Rate (“LPR”).

· - Secured by a related party, including a subsidiary guarantee from Polestar Shanghai as well as letters of keep well from the two major shareholders.

3  - Secured Overnight Financing Rate (“SOFR”).

4 - New vehicle inventory purchased via this facility is pledged as security until repaid. This facility has a repayment period of 90 days and includes a covenant tied to the Group’s financial performance.
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5 - Euro Interbank Offered Rate (“EURIBOR”).

Floorplan and related party facilities

In the ordinary course of business, Polestar, on a market-by-market basis, enters into multiple low-value credit facilities with various financial service providers to fund operations related to vehicle sales. These facilities provide access to credit with the option to renew as mutually determined by Polestar Group and the financial service provider. The facilities are partially secured by the underlying assets on a market-by-market basis. As of September 30, 2022 and December 31, 2021, the aggregate amount outstanding under these arrangements to external credit institutions was $18,759 and $18,664, respectively. The aggregated amount outstanding as of September 30, 2022 and December 31, 2021 to related parties amounted to $8,986 and $13,789, respectively. The Group maintains a working capital loan with the related party Volvo Cars that is presented separately in Interest-bearing current liabilities - related parties within the Unaudited Condensed Consolidated Statement of Financial Position. Refer to Note 8 - Related party transactions for further details.

Sale-leaseback facilities

Polestar has also entered into contracts to sell vehicles and then lease such vehicles back for a period of up to twelve months. At the end of the lease-back period, Polestar is obligated to re-purchase the vehicles. Accordingly, the consideration received for these transactions was recorded as a financing transaction. As of September 30, 2022 and December 31, 2021, $14,812 and $14,465 of this financing obligation was outstanding, respectively, and had accrued interest of $376 and $1,679, respectively.

Since the contracts identified above are short-term with a duration of twelve months or less, the carrying amount of the contracts is deemed to be a reasonable approximation of their fair value. The Group’s risk management policies related to debt instruments are further detailed in Note 2 - Financial risk management of the Consolidated Financial Statements, as of, and for the year ended, December 31, 2021 that were included in the Form 20-F filed with the SEC on June 29, 2022. There are no changes in terms of risk management policies for the periods presented in these Unaudited Condensed Consolidated Financial Statements.

Note 8 - Related party transactions

For a detailed description of the Group’s related parties, refer to Note 23 - Related party transactions of the Consolidated Financial Statements, as of, and for the year ended, December 31, 2021 that were included in the Form 20-F filed with the SEC on June 29, 2022. There are no changes to the Group’s related parties for the periods presented in these Unaudited Condensed Consolidated Financial Statements.

As of September 30, 2022, the Group has related party agreements in the following functions:
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Product development

The agreements in place to support the Group’s product development includes license and intellectual property, patents, R&D services, design, and technology agreements with Volvo Cars and Geely. The Group owns its developed Polestar Unique technology, which was created using purchased R&D, design services, and licenses to critical common technology from Volvo Cars.

Procurement

The Group has entered into Service Agreements with Volvo Cars regarding the procurement of direct (production related) materials, whereas the joint sourcing of direct material for the Group and Volvo Cars has allowed both companies to leverage economies of scale.

Manufacturing

The Group purchases contract manufacturing services, manufacturing and logistics engineering services, and entered into tool sharing agreements with related parties.

In December 2021, Polestar Group entered into agreements with Geely to acquire technology and related services leveraged in the development of the PS4. Under these agreements, Geely will perform development services in pursuit of achieving project milestones through 2025 for which the Group will make certain milestone payments to Geely. The agreements also obligate Polestar to make certain royalty payments per vehicle sold once the PS4 reaches commercialization.

Polestar also entered into a unique vendor tooling agreement and a unique in-house tooling and equipment agreement for the PS4. These agreements were entered into as part of Polestar’s and Geely’s intent to enter into a more detailed agreement related to manufacturing original equipment manufacturer (“OEM”) services for the PS4 prior to the commencement of production.

In 2021, production of the PS2 was commenced at the Geely owned Luqiao plant through contract manufacturing agreements. In the second half of 2021, ownership transferred to Volvo Cars and the plant was renamed to Taizhou.

Manufacturing engineering includes activities related to the development of the production process (i.e., deciding which manufacturing equipment should be utilized and where equipment should be situated to ensure an efficient production process). The Group outsourced the manufacturing engineering for the production process of the PS1, PS2 and PS3 to Volvo Cars.

Activities related to logistics engineering (i.e., activities related to the determination of how different components are delivered to the production sites) were outsourced to Volvo Cars for the PS1, PS2, and PS3.

Tool sharing occurs when the Group purchases production tools, together with Volvo Cars, to obtain synergies from utilizing the same tools.
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Polestar enters into machinery and equipment lease arrangements with Geely and certain building lease agreements with Volvo Cars. Refer to Note 3 - Leases for more information on Polestar’s leasing arrangements.

Sales and distribution

Prior to entering the commercial space in the third quarter of 2020, the Group’s principal operations was related to the sale of R&D services to Volvo Cars and Geely, and the sale of software and performance engineering kits to Volvo Cars. In addition to these sales agreements, in 2020, the Group had agreements in place to begin selling commercial vehicles, prototype engines and carbon credits to Geely and Volvo Cars, respectively. Refer to Note 2 - Revenue for further discussion on revenue recognized in accordance with IFRS 15, Revenue from contracts with customers (“IFRS 15”). The Group leverages Volvo Cars sales and services network for go-to-market strategies and dealer support to assist with tasks, which include agreements related to distribution and outbound logistics, delivery of vehicles and other products and global customer service.

Information technology

While the Group has its own information technology (“IT”) department, Polestar operate in a shared IT environment with Volvo Cars and has service and software license agreements related to the support, maintenance and operation of IT processes associated with the Group. These IT services include resource planning systems, operations, infrastructure, networking, communications, collaboration, integration and application hosting.
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Other support

The Group has various other related party agreements in place with Volvo Cars. These are primarily service agreements that relate to support for corporate or back-office functions, including legal entity accounting. Additionally, the Group has service agreements in place with Volvo Cars over the inbound and outbound logistics, as well as customs handling.

Financing

In May 2021, the Group entered into a working capital credit facility with Volvo Cars and subsequently borrowed $13,789 of the line, which has a maturity of one year. As of September 30, 2022, $8,986 of this financing arrangement remained outstanding, which is included in Interest-bearing current liabilities - related parties on the Unaudited Condensed Consolidated Statement of Financial Position. Refer to Note 7 - Liabilities to credit institutions for further details.

Convertible notes

Of the $35,231 in convertible notes issued on July 28, 2021, $9,531 was related to Geely. Upon the Closing of the merger with GGI, the Notes held by Geely were automatically converted to 1,165,041 shares of Class A Shares in ListCo. Refer to Note 1 - Significant accounting policies and judgements and Note 6 - Equity for further details.

Sale of goods, services and other

Revenue from related parties relates to the product development and sales and distribution agreements discussed above. These transactions are comprised of sales of products and related goods and services, sales of software and performance engineered kits, sales of carbon credits and sales of prototype engines. The total revenue recognized for each related party is shown in the table below:

	
	For the three months ended
	For the nine months ended

	
	September 30,
	September 30,

	
	2022
	
	
	2021
	
	2022
	
	2021
	

	Volvo Cars
	10,365
	
	
	12,626
	
	54,817
	
	40,977
	

	Volvofinans Bank AB
	7,092
	
	
	8,047
	46,207
	29,287

	Geely
	—
	559
	—
	700

	Total
	17,457
	
	
	21,232
	
	101,024
	
	70,964
	



For the three months ended September 30, 2022 and 2021, revenue from related parties amounted to $17,457 (4.01%) and $21,232 (9.97%) of total revenue, respectively. For the nine months ended September 30, 2022 and 2021, revenue from related parties was $101,024 (6.84%) and $70,964 (9.49%) of total revenue, respectively.

Purchases of goods, services and other

Purchases from related parties include agreements related to product development, procurement, manufacturing, IT and other support (specifically, inbound and outbound logistics) agreements discussed above. These agreements include work in progress and finished goods. Inventory cost of the Group is comprised of all costs of purchase, production charges and other expenditures incurred in bringing the inventory to its present location and condition.

29

Notes to the Unaudited Condensed Consolidated Financial Statements[image: ]

(in thousands of U.S. dollars unless otherwise stated)

Additionally, purchases from related parties include administrative costs associated with service agreements with Volvo Cars that relate to corporate or back-office functions. IT service and software related agreements are also included in administrative costs.

The total purchases of goods, services and other for each related party is shown in the table below:

	
	For the three months ended
	For the nine months ended

	
	September 30,
	September 30,

	
	2022
	
	2021
	
	2022
	
	2021
	

	Volvo Cars
	732,708
	
	22,663
	
	1,485,201
	
	271,647
	

	Volvofinans Bank AB
	109
	363
	443
	369

	Geely
	86,620
	423,215
	193,482
	739,960

	Total
	819,437
	
	446,241
	
	1,679,126
	
	1,011,976
	



Cost of R&D and intellectual property

Polestar Group entered into agreements with Volvo Cars and Geely regarding the development of technology. The Group is in control of the developed product either through a license or through ownership of the IP and the recognized asset reflects the relevant proportion of Polestar Group’s interest. The recognized asset associated with these agreements as of September 30, 2022 was $1,086,976, of which acquisitions attributable to 2022 were $201,699. As of December 31, 2021, the recognized asset associated with these agreements was $1,175,218 and acquisitions attributable to 2021 were $349,876.

Amounts due to related parties

Amounts due to related parties include transactions from agreements associated with purchases of intangible assets, sales and distribution, procurement, manufacturing and other support with Volvo Cars and Geely.

	Trade payables - related parties, accrued expenses, and other current liabilities to
	As of
	As of
	

	
	September 30,
	December 31,
	

	related parties
	2022
	
	2021
	
	

	Volvo Cars
	1,018,148
	
	1,507,308
	
	

	Geely
	38,639
	235,622
	

	Volvofinans Bank AB
	—
	504
	

	Total
	1,056,787
	
	1,743,434
	
	



Amounts due from related parties

Amounts due from related parties include transactions related to product development and sales and distribution agreements discussed above.
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	As of
	
	As of
	
	
	
	

	
	
	Trade receivables - related parties and accrued income - related parties
	
	
	September 30,
	
	December 31,
	
	
	
	

	
	
	
	
	
	2022
	
	
	2021
	
	
	
	
	

	
	
	Volvo Cars
	
	
	117,036
	
	
	
	15,457
	
	
	
	

	
	
	Geely
	
	
	1,614
	
	4,025
	
	
	
	

	
	
	Volvofinans Bank AB
	
	
	2,059
	
	309
	
	
	
	

	
	
	Total
	
	
	120,709
	
	
	
	19,791
	
	
	
	

	The Group’s interest expense on related party trade payables for amounts past due is as follows:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	For the three months ended
	For the nine months ended
	

	
	
	
	September 30,
	
	September 30,
	

	
	
	
	2022
	
	2021
	
	
	2022
	
	2021
	
	

	
	Interest expense on related party trade payables
	3,994
	
	
	15,277
	
	28,269
	
	
	18,129
	
	



Note 9 - Reverse recapitalization

As previously outlined in Note 1 - Significant accounting policies and judgements, Polestar underwent a reverse recapitalization through the merger with GGI and related arrangements. Under this type of transaction structure, Polestar Group is the accounting acquirer and accounting predecessor while GGI is treated as the acquired entity for financial reporting purposes. The Group was deemed to be the accounting acquirer based on an evaluation of the following facts and circumstances:

· Shareholders of the Former Parent retained the largest voting interest in the Group with over 99% of the voting interests;

· the Board of Directors of the Group comprises four members nominated by the Former Parent, as compared to one member nominated by certain investors in GGI;

· the Former Parent has the ability to appoint the remaining members of the Board as deemed necessary;

· the Former Parent’s senior management is the senior management of the Group;

· the Former Parent’s operations comprise substantially all of the ongoing operations of the Group following the merger with GGI; and

· the Group was the larger entity by substantive operations and employee base while GGI lacked operating activities and maintained net assets principally comprised of cash.

Therefore, GGI did not meet the definition of a business in accordance with IFRS 3, Business Combinations (“IFRS 3”), and the merger with GGI was instead accounted for within the scope of IFRS 2, Share-based payment (“IFRS 2”), as a share-based payment transaction in exchange for a public listing service. Under IFRS 2, the Group recorded a one-time share-based expense of $372,318 at the Closing of the BCA that was calculated based on the excess of the fair value of the Group issued to public investors via Class A Shares in ListCo utilizing the publicly traded share price at the Closing of $11.23 over the fair value of the identifiable net assets of GGI that were acquired. The amount of GGI’s identifiable net assets of acquired at Closing, were as follows:
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	Cash and cash equivalents
	579,146

	Prepaid assets
	6,050

	Public warrant liability
	(40,320)

	Private warrant liability
	
	(22,770)

	Total GGI identifiable net assets at fair value
	
	522,106
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The net assets of GGI are stated at fair value, with no goodwill or other intangible assets recorded. The IFRS 2 listing expense was calculated as follows:

	Fair value of Polestar*
	22,183,823

	Equity interest in Polestar issued to GGI shareholders
	5.1%

	Equity interest in Polestar issued to Former Parent shareholders
	94.9%

	Deemed cost of shares issued by Polestar*
	1,131,375

	GGI identifiable net assets at fair value
	522,106

	Sponsor and third-party PIPE Cash
	236,951

	
	
	

	IFRS 2 Listing Expense
	372,318

	
	
	



· The deemed cost of the shares issued by Polestar was estimated based on the fair value of Polestar at Closing, less an adjustment in respect to the fair value of the earn out rights (discussed below).

Class C Shares

On the Closing of the BCA, Public Warrants and Private Warrants in GGI that were issued and are outstanding immediately prior to the Closing were exchanged for Class C-1 Shares and Class C-2 Shares in ListCo. Class C-1 Shares have the following terms:

· Each whole Class C-1 Share entitles the holder to purchase one Class A Share in ListCo at an exercise price of $11.50, subject to adjustments for split-ups and dividends. The Class C-1 Shares may also be exercised on a cashless basis by the holder

· Each whole Class C-1 Share is exercisable 30 days after the Closing of the BCA and expires on the earlier of:

· June 23, 2027,

· the date the Class C-1 Shares are redeemed by the Group, or

· the liquidation of the Group.

· The Group may (1) redeem the outstanding whole Class C-1 Shares at a price of $0.01 per Class C-1 Share or (2) convert the outstanding whole Class C-1 Shares in Class A Shares in ListCo on a cashless basis any time while the warrants are exercisable upon a minimum of 30 days prior written notice of redemption if, and only if, the last sales price of the Class A Shares in ListCo equals or exceeds $18 per share (as adjusted for split-ups, dividends, and the like) on each of 20 trading days within any 30 trading day period ending on the third business day prior to the date on which redemption notice is given.

· The Group may require the conversion of all of the outstanding Class C-1 Shares into Class A Shares in ListCo on a cashless basis beginning on October 24, 2022, provided:

· that the last reported price of the Class A Shares in ListCo was at least $10.00 per share (as adjusted for split-ups, dividends, and the like) on the trading day prior to the date on which redemption notice is given,

· the Class C-2 Shares are converted on the same basis as the outstanding Class C-1 Shares, and

· there is an effective registration statement covering the Class A Shares in ListCo arising upon conversion of the Class C Shares is available for 30 days prior to the date the Class C-1 Shares are redeemed by the Group.
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· The Class C-1 Shares may be exercised, on a cash or cashless basis at any time after a notice of redemption shall have been given by the Group and prior to the date the Class C-1 Shares are redeemed by the Group.
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The Class C-2 Shares are identical to the Class C-1 Shares, except that the Class C-2 Shares:

· are not redeemable by the Group as long as they are held by certain GGI investors and their permitted transferees;

· automatically convert to Class C-1 Shares if they are transferred to individuals other than certain GGI investors and their permitted transferees;

· may be converted to Class C-1 Shares at any time by the holder upon notification to the Group; and

· are exercisable on a cashless basis by the holder.

The Group applied the provisions of IAS 32, Financial Instruments: Presentation (“IAS 32”), and IFRS 9, Financial Instruments (“IFRS 9”), in

accounting for the Class C Shares. Under IAS 32 and IFRS 9, the Class C Shares failed to meet the definition of equity because they could result in the

issuance of a variable number of Class A Shares in ListCo in the case of a cashless basis exercise. Additionally, in the case of a redemption or

conversion, the Group would be required to either pay cash or issue a variable number of shares to the holders of the Class C Shares. Instead, the

Class C Shares meet the definition of derivative liabilities that are carried at fair value with subsequent changes in fair value recognized in the Unaudited

Condensed Consolidated Statement of Loss and Comprehensive Loss at each reporting date.

	
	As of

	
	September 30,

	
	2022
	

	Class C-1 Shares
	17,600
	

	Class C-2 Shares
	9,900
	

	Total Class C Shares
	27,500
	



The Class C-1 Shares are publicly traded on the Nasdaq (i.e., Level 1 input) and the closing share price of the GGI Public Warrants on June 23, 2022 was used to measure their fair value upon initial recognition, at which time the Class C-1 Shares had a fair value of $40,320. On September 30, 2022, the fair value of the Class C-1 Shares was remeasured at $17,600, for a total gain related to the change in fair value of $22,720.

	
	Class C-1

	
	Shares

	As of January 1, 2022
	—
	

	Class C-1 Shares issued
	40,320
	

	Change in fair value measurement
	(22,720)

	As of September 30, 2022
	17,600
	
	



The Class C-2 Shares had a fair value as of June 23, 2022, of $22,770. On September 30, 2022, the fair value of the Class C-2 Shares was remeasured at $9,900, for a total gain related to the change in fair value of $12,870. The Class C-2 Shares are not publicly traded and require a valuation approach leveraging Level 2 inputs. Refer to Note 1 - Significant accounting policies and judgements for further details on the valuation methodology utilized to determine the fair value of the Class C-2 Shares.
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	Class C-2
	
	
	

	
	
	
	
	
	
	
	
	Shares
	
	
	

	
	
	As of January 1, 2022
	
	
	
	
	
	
	—
	
	
	
	
	
	

	
	
	Class C-2 Shares issued
	
	
	
	
	
	22,770
	
	
	
	
	
	

	
	
	Change in fair value measurement
	
	
	
	
	
	(12,870)
	
	
	
	
	
	

	
	
	As of September 30, 2022
	
	
	
	
	
	9,900
	
	
	
	
	
	

	The fair value change for Class C Shares are as follows:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	For the three months ended
	
	For the nine months ended
	

	
	
	
	September 30,
	2021
	
	
	
	September 30,
	2021
	
	

	
	
	
	2022
	
	
	
	
	2022
	
	
	
	
	

	
	Fair value change - Class C-1 Shares
	8,960
	
	
	—
	
	
	22,720
	
	
	—
	
	

	
	Fair value change - Class C-2 Shares
	5,099
	
	
	—
	
	
	12,870
	
	
	—
	
	

	
	Fair value change - Class C Shares
	14,059
	
	
	—
	
	
	35,590
	
	
	—
	
	



Earn-out rights

On the Closing of the BCA, the Former Parent (or the shareholders of the Former Parent if the Former Parent is dissolved or liquidated) was issued a contingent right to receive earn outs of up to 24,078,638 Class A Shares and 134,098,971 Class B Shares in ListCo, issuable in five tranches that each comprise 4,815,728 Class A Shares and 26,819,794 Class B Shares in ListCo. Each tranche is issuable once the daily volume weighted average price of Class A Shares in ListCo meets specific price hurdles for 20 trading days out of any 30 day trading period beginning after December 23, 2022 and ending on December 23, 2028. The daily volume weighted average price of Class A Shares in ListCo that is required to trigger each tranche is as follows:

· Tranche 1 — $13 per share

· Tranche 2 — $15.50 per share

· Tranche 3 — $18 per share

· Tranche 4 — $20.50 per share

· Tranche 5 — $23 per share

If the daily volume weighted average price of Class A Shares in ListCo triggers a higher price tranche prior to triggering a lower price tranche, all tranches below the tranche triggered are also triggered for (e.g., if tranche 5 is triggered, tranches 1 through 4 are also triggered). Additionally, in the event there is a change of control of the Group, i.e., greater than 50%, all five tranches are automatically triggered for issuance. The Former Parent’s contingent right to the earn out tranches that are not triggered for issuance by December 23, 2028 will expire immediately.

The Group applied the provisions of IAS 32 and IFRS 9 in accounting for the contingent earn out rights of the Former Parent. Under IAS 32 and IFRS 9, the contingent earn out right failed to meet the definition of equity because it could result in the issuance of a variable number of Class A Shares and Class B Shares in ListCo and the triggering events are subject to price hurdles (i.e., a market condition) that are outside of the control of the Group. Instead, it meets definition of a derivative liability that is carried at fair value with subsequent changes in fair value recognized in the Unaudited Condensed Consolidated Statement of Income and Comprehensive Income (Loss) at each reporting date. However, since it provides value to owners of the Former Parent effectively in the form of a pro rata dividend, the fair value at the Closing of the BCA was charged to Accumulated deficit.
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At the Closing of the BCA, the fair value of the contingent earn out rights was approximately $1,500,638. The financial liability was remeasured on September 30, 2022 at $534,970, resulting in a total gain related to the change in fair value of $965,668. Refer to Note 1 - Significant accounting policies and judgements for further details on the valuation methodology utilized to determine the fair value of the earn out.

	
	
	
	
	
	
	
	
	Earn out
	
	
	

	
	
	
	
	
	
	
	
	rights
	
	
	

	
	
	As of January 1, 2022
	
	
	
	
	
	
	—
	
	
	
	
	
	

	
	
	Earn-out rights issued
	
	
	
	
	1,500,638
	
	
	
	
	
	

	
	
	Change in fair value measurement
	
	
	
	
	(965,668)
	
	
	
	
	
	

	
	
	As of September 30, 2022
	
	
	
	
	534,970
	
	
	
	
	
	

	The fair value change of earn-out rights are as follows:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	For the three months ended
	
	
	For the nine months ended
	

	
	
	
	September 30,
	2021
	
	
	
	September 30,
	2021
	
	

	
	
	
	2022
	
	
	
	2022
	
	
	
	
	

	
	Fair value change - Earn-out rights
	546,961
	
	
	—
	
	
	965,668
	
	
	—
	
	



Volvo Cars Preference Subscription Shares

At the Closing of the BCA and pursuant to the Volvo Cars Preference Subscription Agreement, Volvo Cars agreed to subscribe for Preference Shares in ListCo in exchange for a cash payment of $588,826. The cash proceeds were used to pay down outstanding payables owed to VCC. Each Preference Share in ListCo automatically converts into Class A Shares in ListCo at a conversion price of $10 per share thereafter. The Group applied the provisions of IAS 32 and IFRS 9 in accounting for the Volvo Cars Preference Subscription Shares. Under IAS 32, the preference shares did not meet the definition of a financial liability but instead represent a fixed residual interest in ListCo (i.e., Class A shares). As such, the initial carrying value of the Volvo Cars Preference Subscription Shares was equity classified and accounted for as capital contribution from Volvo Cars.
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Note 10 - Financial instruments

The following table shows the carrying amounts of financial assets and liabilities measured at fair value through profit and loss on a recurring basis:

	
	Level 1
	September 30, 2022
	Total
	Level 1
	December 31, 2021
	Total
	

	
	
	Level 2
	
	Level 3
	
	
	
	Level 2
	
	Level 3
	
	

	Assets measured at FVTPL
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Marketable securities
	
	
	—
	
	—
	—
	1,258
	
	—
	
	—
	1,258
	
	

	Other investments
	—
	—
	2,185
	
	2,185
	—
	
	—
	
	—
	—
	

	Total assets
	—
	
	—
	
	2,185
	
	2,185
	
	1,258
	
	
	—
	
	—
	
	1,258
	
	

	Liabilities measured at FVTPL
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Earn out rights
	—
	—
	534,970
	
	534,970
	—
	
	—
	
	—
	—
	

	Class C-1 Shares
	17,600
	—
	
	—
	17,600
	—
	
	—
	
	—
	—
	

	Class C-2 Shares
	—
	
	9,900
	
	—
	
	9,900
	—
	
	—
	
	—
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total liabilities
	17,600
	
	9,900
	
	534,970
	
	562,470
	—
	
	—
	
	—
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



During the nine months ended September 30, 2022, Polestar made a $2,480 investment in the fast charging innovator, StoreDot. This investment is presented in Other investments in the Unaudited Condensed Consolidated Statement of Financial Position and is valued at $2,185 as of September 30, 2022. Refer to Note 1 - Significant accounting policies and judgements and Note 9 - Reverse recapitalization for more detail on the financial liabilities related to the Class C-2 Shares and the Former Parent’s earn-out rights.

Note 11 - Share-based payments

As noted in Note 1 - Significant accounting policies and judgements, Polestar granted shares to employees under the Omnibus Plans as part of the Group’s employee compensation. Under the Omnibus Plan, there are three kinds of programs: At-listing Plan, Post-listing Plan, and the Free Share Plan

The following table illustrates share activity as of September 30, 2022:

	
	Number of PSUs
	Number of RSUs
	Number of free
	
	Total
	

	
	
	
	shares
	
	
	

	Outstanding as of January 1, 2022
	—
	—
	—
	
	—
	

	Granted
	858,821
	629,303
	334,990
	1,823,114
	

	Vested
	—
	—
	—
	
	—
	

	Cancelled
	—
	
	—
	
	—
	
	—
	

	Outstanding as of September 30, 2022
	858,821
	629,303
	334,990
	1,823,114
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(in thousands of U.S. dollars unless otherwise stated)

At-listing plan

All executives and other key management members are eligible to receive RSUs under this plan. RSUs were granted on September 9, 2022 with the vestment commencement date of June 24, 2022; 33% of the RSUs vested on October 3, 2022 and the remaining RSU’s will vest in two installments, with 33% of the awards vesting on June 24, 2023, and the remaining 34% of awards vesting on June 24, 2024. In order for the RSUs to vest, the employee must remain employed with Polestar at each vesting date.

The total number of RSUs granted was 517,220, with a fair value of $3,476 as of the grant date. There were no changes to the number of shares granted during the period due to leavers or any vesting/non-vesting conditions.

Post-listing plan

Under this plan, the Chief Executive Officer (“CEO”), Chief Financial Officer (“CFO”), and Chief Operating Officer (“COO”), collectively referred to as the Executive Management Team is eligible to receive PSUs and other key management members are eligible to receive RSUs and PSUs. Awards were granted on September 9, 2022. The Post-listing plan has a three-year cliff vesting period, where the first vesting date is October 3, 2022 with a final vesting date of June 24, 2025. The vesting commencement date for the Post-listing plan is June 24, 2022. In order for the participants to receive the awards, they must remain employees at Polestar throughout the three year vesting period, and achieve certain market and non-market performance-based targets:

Market condition

a) 25% Value Creation – The target is equal to positive relative market value development compared to a specified peer group. This is measured by Relative Total Shareholder Return (“rTSR”) which captures share price change (of a single share) and dividend reinvestment. Relative rTSR is a metric that will be externally measured.

Non-market conditions

a) 25% Cash flow – The target is equal to unleveraged free cash flow forecast accumulated from 2022 – 2024.

b) 20% ESG – The target is equal to Polestar’s total yearly greenhouse gas emissions divided by the number of cars sold for the applicable year. The greenhouse gas emissions are calculated every year according to Greenhouse gas protocol reporting standards. Polestar includes Scope 1, 2 and 3 emissions. The results and methodology are reported in the annual sustainability report.

c) 30% Operational milestones – The target is the fulfillment of operational milestones driving growth and stand-alone capabilities.

The total number of RSUs granted was 112,083, with a fair value of $753 as of the grant date. The total number of PSUs granted was 858,821, with a fair value of $6,031 as of the grant date. There were no changes to the number of shares granted during the period due to leavers or any vesting/non-vesting conditions.
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Free share plan

All permanent employees hired no later than December 31, 2021 who remained employed were granted free shares on September 30, 2022. The awards vested on October 3, 2022 and are subject to a one-year holding period. The total number of Free Shares granted was 334,990, with a fair value of $1,715 as of the grant date. The fair value was determined using the market value of the shares listed on the NASDAQ.

Marketing consulting services agreement

On March 24, 2022, Polestar granted an equity settled share-based payment in exchange for marketing services through November 1, 2023. Per the terms of the agreement, 250,000 shares vested on the date the Registration Statement became effective. The remaining 250,000 shares vest in eight, equal, quarterly installments with a final vesting date of November 1, 2023. For the period ended September 30, 2022, 343,750 Class A Shares with a fair value of $4,693 vested under the marketing consulting services agreement.

Total share-based compensation expense for three and nine months ended September 30, 2022 and 2021 is as follows:

	
	For the three months ended
	
	
	For the nine months ended
	

	
	September 30,
	2021
	
	
	September 30,
	2021
	
	

	
	2022
	
	
	
	
	
	2022
	
	
	
	
	

	Selling, general and administrative expense
	2,434
	
	
	
	0
	
	6,776
	
	
	0
	
	

	Research and development expense
	122
	
	
	
	0
	122
	
	0
	

	Total
	2,556
	
	
	—
	
	
	6,898
	
	
	—
	
	



Note 12 - Commitments and contingencies

Commitments

As of September 30, 2022, commitments to acquire PPE and intangible assets were $192,238 and $323,704, respectively. As of December 31, 2021, commitments to acquire PPE and intangible assets were $235,573 and $501,207, respectively. These commitments are contractual obligations to invest in PPE and intangible assets for the production of upcoming vehicle models PS3 and PS4. For the production of PS5, agreements are yet to be signed that define the upcoming investment commitments in Geely’s Chongqing plant.

Contingencies

In the normal course of business, the Group is subject to contingencies related to legal proceedings and claims and assessments that cover a wide range of matters. Liabilities for such contingencies are recorded to the extent that it is probable the liability is incurred, and the amount is reasonably estimable. Associated legal costs related to such contingencies are expensed as incurred.
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Note 13 - Subsequent events

Management has evaluated events subsequent to September 30, 2022 and through November 11, 2022, the date these Unaudited Condensed Consolidated Financial Statements were authorized for issuance by the Board of Directors. The following events which occurred subsequent to September 30, 2022 merited disclosure in these Unaudited Condensed Consolidated Financial Statements. Management determined that no adjustments were required to the figures presented as a result of these events.

On October 12, 2022, Polestar officially revealed its first SUV, Polestar 3, at a launch even in Copenhagen, Denmark. Interested customers in all initial launch markets, North America, Europe and China, were able to place online orders from October 12, 2022. Production of the vehicle is expected to begin from mid-2023, with first deliveries expected in the fourth quarter of 2023. Production is planned to begin in Volvo Cars’ facility in Chengdu, China. Additional manufacturing at Volvo Cars’ Charlston facility, South Carolina, United States, is expected to follow towards the middle of 2024. The contract manufacturing agreements for the Polestar 3 are yet to be signed with Volvo Cars.

On November 3, 2022, Polestar entered into an 18-month credit facility with one of its major shareholders, Volvo Cars, allowing multiple drawings for up to an aggregated principal amount of $800,000. Under this agreement, Volvo Cars maintains an equity conversion option that is contingent upon a future equity raise by Polestar.
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We are Polestar

Business highlights
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Our past, our present and our future

History in performance E Launching the new Polestar brand E Growing rapidly
- Foundedin 199 asa racing team - Launched olestar 11n 2017 and Plesar 2in 2019 - Launched imitededton Polestar 6 n August 2022
~ Developed and sold performance software for Volvo Cars. ~ First customer handovers and retail locations open in 2020 ~ Launched Polestar 3 in October 2022

~ The official performance partner to Volvo Cars from 2009 ~ Global from day one in 2020, with presence in 10 markets ~ Expects to launch three new cars by 2026

Leading ambition of acimate-neutral car by 2030

Acquired by Volvo Carsin 2015
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Our growing, diversified premium product portfolio

Polestar 1 Polestar 2 Polestar 3
Electric performance hybrid Electric performance fastback Electric performance SUV

,IL}:",I\ l

TP

Polestar 4 Polestar 5 Polestar 6
Electric performance SUV coupe. Electric performance 4-door GT Electric performance roadster




image23.png
‘We are Polestar

Our asset-light model

Flexible and scalable
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Our visionary , diverse and experienced management team
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Revenue
($mn)

98% 1.7

Delivered $1.48bn in revenues

Mainly driven by higher Polestar 2 sales with continued
commercial expansion across markets. Revenue per vehicie
down slightly due to product and market mix.

Financial and operational highlights

Key financial highlights for the nine months ended September 30, 2022 (unaudited)

Gross profit
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1
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Gross profit of $57mn

Asthe resultof higher sales of Polestar 2 and lower fixed
manufacturing costs. This growth was partialy offset by the.
continued deterioration of the Swedish Krona versus Chinese
Renminbiwhich led to higher costof sales.

Cash and cash equivalents
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Cash balance of approximately $1bn

Benefited from the lsting proceeds and increased liquidity
provided by seven short-term working capital faciities
‘secured during the period.
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Financial and operational highlights
Key financial highlights for the nine months ended Sep 30, 2022
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fixed manufacturing costs, partially offset by e 5
FX, product and market mix Grossprofit A
SG&A up 31% Je—— @
With rapid commercial expansion and
significantly increased global presence SG&A expense (a78)
R&D down 22% RED expenses. (157)
With lower amortisation, partially offset by
technology spend Other operating income (expense), net. @)
Operating loss up 64% isting expense’ o
Reflecting investment in the business

Operatingloss (658)

growth and a $372mn non-recurring, non-
cash listing expense

% Change
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Q3 2022 vs Q3 2021 variances largely
followed the trends outlined for first SM
2022 vs 9M 2021, with the following notable
exceptions:

Gross margin of 0.9%
Due to higher negative market mix and FX
headwinds

SG&A down 10%

Management actions in curtailing
advertising, marketing and promotional
activities in anticipation of lower volumes in
Q3

Operating loss down 33%
Due to higher revenues and cost
management initiatives

Financial and operational highlights

Key financial highlights for the three months ended September 30, 2022 (unaudited)

Uss milion @2 @
Revenve 3
Costofsales (248)
Gross profit oss) @)
Gross margin %) (163)
SGRAexpense (199)
R&D expenses (51
Other operating income (expense), net ©
Operating loss. (292)

% Change
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Operating

Mainly driven by working capital increase as
well as higher operating losses and interest
expenses.

Investing

Predominantly driven by cash settlements for
Polestar 2, 3 and 4 Intellectual Property
investments

Financing

Comprised of equity proceeds, short-term
working capital facilities, partially offset by
principal repayments

Financial and operational highlights
Cash flow for the nine months ended September 30, 2022 (unaudited)

Cashflow
($mn)

57
(1,03 -

(653)

988

(1,065)
1,418

2021 Operating Investing Equity proceeds  Short-term Repayments | SM2022

borrowings &other!
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Financial and operational highlights

STl.sbn financing and liquidity support package from major shareholders

Financial support from Volvo Cars

- On November 3,2022, Poesta enterdino an 18 month term oan facity ith one o s
majorshareholders and afiae, Voo Cas, allowing multle drawingsfor up to n aggregated
principal amount of 800mn.

- Underthis agreement, Volvo Cars maintins an equity conversion opton tht i contingent upon
afuture equity raise by Poestar.

Key terms:

- $800mn with the abily to draw up to $150mn every month

- 4.97% margin + SOFR 6 months.

- 18monthstenor

- Use of proceeds for general corporate purposes

- Drawable upto 15 months

- Optional conversion triggering event if new capital s raised for at least $350mn and with at least
five nstitutional investors.

Financing and liquidity support from PSD Investment

- Polestar obtained commitment fom PSD Investment,the other major shreholder, o provide:
directandiindirect financing and iuicty support on par with Volvo Cars’ $800mn term loan.

- Polestar expects that such diect and ndirectsupport, which may or may not materiaise, willbe
‘comprsed of acombination of financing arrangements,incuding direct balance sheet supportas
wellas aciities desighe to ensure Polestar has access to dcitonsl working capita actes

- Direct balance sheet support may include, but will ot be necessarly imited to, purchases of non-
core assets or entering ino sale and leaseback arrangements over assets tied tocar programs that
are not partofthe per iece prce.

- Support for additonal working capita facites may include providing colateal support either
directyorindirecty.

- Polestar expects all or the majoriy of this irect andindirect inancing and iqidity support
package wil be made available during the course of 2023
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Vehicle sales guidance

50,000

Majority of Polestar 2 cars set for Q4 2022
are making their way to our customers. Q4
2022 s expected to be our strongest on
record yet.

Financial and operational highlights
2022 outlook

Estimated revenue

cS2.4bn

Expect revenues to reach approximately
$2.4bn for the year, driven by strong Q4
2022 sales.

‘Adequate funding through

2023

$1.6bn' financing support package from major
shareholders, alongside other potential
financing activities, expected to provide
sufficient funds through 2023.
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Delivering on our
strategy
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Delivering our strategy »

Key investment highlights

01
Well-defined growth strategy

02
Asset-light model

03
Digital-first direct-to-consumer approach

04
Core pillars:
Design, Innovation, Sustainability
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01

Automotive market in milion cars*

Is

mw e w e

We operate in a large and competitive
automotive market, with BEV market
growth expected to outpace the overall
market growth.

Well-defined growth strategy

Operating within the fastest-growing car segment

Premium BEV penetration percentage

23

20214 2026€

There is a significant BEV market
opportunity, with premium segment BEV
penetration expected to grow to 23% in
2026.

Premium BEV market size in millon cars

+18%
CAGR
29

20214 2026¢

Global premium BEV vehicles market is
one of the fastest growing segments with
+18% CAGR.
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O 1 Well-defined growth strategy u
Rapidly expanding premium product portfolio

B e M g mwwhes Aomwhem Somwie

Polestar 1 Polestar 2 Polestar 3 Polestar 4 Polestar 5 Polestar 6
Type n Fastback Luxury Aero SUV Premium Sport SUV. Luxury Sport GT 4-Door Laxury 242 roadster
Segment Sports P /D premium SUVE premium SUV D premium F coupé premium S roadster premium
AsPt k ~$50-70k ~$80-120k ~$60-80k >5100k >5200k
Range m range ~540km upto 610km?* 600km +2 600km +2 600km +2

Launch 20 2019 2022 2023 2024 20268
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Active markets

Australia, Austria, Belgium, Canada,
China, Denmark, Finland, Germany,
Hong Kong, Iceland, Ireland, South Korea,
Kuwait, Israel, Italy, Luxembourg,
Netherlands, New Zealand, Norway,
Portugal, Singapore, Spain, Sweden,
Switzerland, United Arab Emirates,
United Kingdom and United States of
America.

Well-defined growth strategy

Extensive global market presence

Global presence today

2
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O 2 Asset-light model

Combining the best of both worlds

Flexible and scalable set-up

- Agiityof astart-up

~ Innovation and high-performance technologies
- Avant garde design

~ Leading sustainabiity goals

~ Fullvehicl attributes

- Digta first DTC business

Polestar

Stability of established players

~ Over 100 years'of combined experience
Platform development

- Engineering capabilty

~ Supply chain and partnerships

~ Manufacturing capacity

- Safety credentials

~ Service network access
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02

Asset-light model
Access to state-of-the-art factories

Chongging, China®

Taizhou, China Chengdu, China Charleston, US Hangzhou Bay, China
Opened 2016 2013 2015 2021 2024€
Operated by Volvo Cars. Volvo Cars. Volvo Cars Geely. Polestar
Manufacturing Polestar 2 Polestar 3 Polestar 3 Polestar 4 Polestar 5
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Digitalfirst direct-to-consumer approach =

Our customer approach

Customers can browse our products, configure
their vehicle and place their order online

We continue to establish in-house care
centres, creating a premium brand experience

Monitor customer experiences across journeys
to drive relevant and impactful improvements

Passionate, knowledgeable and service-
minded Polestars with local knowledge and
cultural know-how to serve our customers’
needs
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Digital-first direct-to-consumer approach

Connected retail and ownership experience

Explore and schedule
Explore Polestar vehicles online and
schedule a test drive

Configure and finance
Configure and order online via web and
mobile channels

Polestar2
Afully lectric, five-door
fastback.

Control and ownership
Control vehicle functions and engage with
support or book service
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Digital-first direct-to-consumer approach

Expanding sales and service network

Locations
Permanent or pop up/temporary Polestar
showrooms located in urban and peri-urban
areas with retail and test drive
opportunities.

Service points
Leveraging established Volvo Cars service
network for full service support.

Locations! Service points?

201 oM2022 201 oM2022

103 i 128 811 ¥ 1,033
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Core pillars

Design — Avant-garde, pure Scandinavian design

Unique design attributes

~ SmartZone sensor panel
~ Integrated aerodynamic enhancers

~ Rear view camera eed replaces rear window
- Extended panoramic gass roof

~ Avantgardeinterior with innovative materials
~ High contrast, iconic design

- Integrated long-range LDAR

Sustainable materials integration

~ Sustainabilty declarations to show our progress

~ Vegan standard nterior

~ MicroTech—bio-attributed vinyl produced without fossi fuels

~ Leather & wool from farms that are animal welfare certiied, and
leather tanning process s chrome free:

~ Bcomp~—natural ibre composites with lax fibres for seats and
interior components
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Core pillars

Innovation — performance orientated technology development

Bonded aluminium platform

- Bonded aluminium platform developed in-house

~ Setto provide cass-eading dynamics, igcity and safety features.

- Technology usually appiied to low-volume sports cars now brought
intomainstream production

High-performance electric motors

~ P10 rear motor with 450 kW (~603 hp)

~ One of the most powerful electric motors in the world

- 1-speed energy efficient transmission facltating
special requirements for multple platforms

~ Multiple installation options for easy ntegration with multiple
platforms.

Advanced battery technology design

Developed 800V battery pack
Switchable between 800V and 400V

103 kWh possible to charge to 80% in ~20 minutes
Bi-directional/vehicleto-grd charging compatible
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Core pillars

Innovation — At the digital forefront

Sotvceunen

e

Infotainment system Over-the-air (OTA) updates Smart partnerships and collaborations
~ Infotainment system built on Android™ Automotive OS with ~ Vehicles updated with atest software ~ Autonomous drving partners:
Google buittin - Applcabletoallcars Luminar - Advanced Lidar System
~ Endto-end integration of Android features ~ 15 updates successfully executed, targeting range, effcency, Nvidia— centralsed computing
- Native applications without requiring smartphone connection ‘connectivity and driving experience improvements. Zenseact - Al powered software
- Anewincar Range Asistant app thats geared toassst driversto —  MobiltyXiab-—global start-up community pipeline

improve efficency and range confidence
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Core pillars

Innovation — R&D capability

400+ employees

~ Lightweight vehicle structures / bonded aluminium body

— Program lead for Polestar inhouse developed programs
Overalvehice development and reease

Sportscar production technology

In-ar software development, estng and inegration

Advanced engineering and esearch,Polstar O

250+ employees
= Bectricpowertrin and battrysyter deveoprment
~ Setting of vehicle attributes and final sign off

. icarsftware dvelopmen

 Polstr Engineered performance companents

. Aavanced engneering and rescarch,PolestarOProject

25+ employees
= ousedon bespe Chinese maretfeatres vt

Access to engineers and designers
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Climate neutrality

- Cimate-neutral platform
- Ciimate-neutral materials

- Cimate-neutral manufacturing

- Renewable energy in the supply chain

Core pillars

Sustainability — our strategic focus areas

Transparency

- Materialtraceabilty

~ Supply chain transparency

- Product sustainabilty declaration
~ Sustainabilty reporting

Circularity

~ Gircular battery design
- Renewable energy n supply chain
~ Remanufacturing of batteries
- Collaborations for second lfe
~ Collaborations for recycling

Inclusion

= Humanrights in supply chain
~ Ethical business practices.

- Inclusive workplace

- Inclusive design

~ Inclusive customer experience
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04

2030
climate neutral car

2040
climate neutral company

Our goals

With our ambitious goals we are determined to improve the society
we live in by accelerating the shift to more sustainable mobilty.

Core pillars
Sustainability - Climate neutrality

Polestar 0 Project

‘To create a sense of urgency we set ourselves leading ambition. We
wantto create a truly cimate-neutral car by 2030 without relaying on
offsets. Qur project s focused on eliminating llemissions from raw
‘material extraction, material manufacture, product manufacture and
endof ife.

ssaB Hydro Autoliv z
Pensana Boliden Papershell  Sekab
Bulten Hexpol TP Plasman YFP0
Ovako stiide GG Group

Our current partners

Nowina research phase, we are constantly expanding our partnerships
‘with industry leaders in areas such as steel, aluminium, composites,
chenicals and electronics.
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Life cycle assessments (LCAS)
Pioneering transparency by disclosing LCAS
with full methodology of all models

Consumer transparency
Industry unique product sustainability
declaration allows consumers to compare
sustainability credentials

Supply chain traceability
Blockchain powered traceability on risk
materials

Sustainability reporting
Delivering annual sustainability reporting since
2020in adherence with Global Reporting
Initiative standards

Core pillars

Sustainability - Transparency

Carbon Footprint for Polestar vs. a compact SUV ICE model
Tons of CO,-equivalents

58

. -
4

50

&

27

Tonnes. Volvo XC40 ICE Polestar2
coe Global
electricity mix

Polestar2 Polestar 2
European ‘Wind power
electricity mix
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Financial statements -

hlnat)ldited condensed consolidated statement of income and comprehensive income
loss)

in thousands of U.S. dollars except per share data and unless otherwise stated

Revenue
Cost of sales

Gross profit

Selling, general and administrative expenses
Research and development expenses

Other operating expenses and income, net
Listing expense

Operating loss

Finance income

Finance expenses

Fair value change - Earn-out rights

Fair value change - Class C Shares

Loss before income taxes

Income tax expense

Netincome (loss)

Netloss per share (in U.S. dollars)
Basic
Diluted

Consolidated Statement of Comprehensive Loss.

Netincome (loss)
Other comprehensive loss:

tems that may be subsequently reclassified to the Consolidated Statement of Loss:
Exchange rate differences from translation of foreign operations

Total other comprehensive income (loss)

Total comprehensive loss (313,013) (699,925)
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Financial statements 7

Unaudited condensed consolidated statement of financial position

thousands of US. dollars December 31,2021 in thousands of U.s. dollars December 31,2021
Equity
Non-current assets Share capital 1,865,909)
1368356 Other contributed ca (35,231)
Foreign currency translation reserve 16,784
Accumulated deficit 1,761,860
Total equi 122,496)

120626

Deferred tax asset

Other investments i

Other non-current assets 1682 Non-current iabiities

Total non-current assets 1,702,707 Contractlabities 28,922)

Current assets Deferred tax fabilties (509)

Cash and cash equivalents 756,677 Other non-current provisions (38,711)

Marketable securities 1,258 Other non-current liabilities 11,764)

Trade receivables 15775 Earn-out labilty =

Trode receivables rolated parlics e Other non-current interest-bearing Fabilties (66,575

Aearued ncome - selted porties Total non-current liabilties 146,481
Current labities

Ioventories Trade payables 114,296)

Current tax assets Trade payables - related parties 1,427,678)

Other current assets 120202 Accrued expenses - related parties (315,756

Total current assets ‘Advance payments from customers (36,415)

Current provisions (44,022)

Uabiltes to credit institutions (642,338

Current tax iabilties 13,089)

interest bearing current abiities 10,283)

interest-bearing current liabilties - related parties 13,789)

Contractlabiities (58,368)

Glass C Shares iabilt —

Other current labilties (364,662

Other current lablties -related parties —

Total current abilities (3,040,716)

Total iabilities ,187,197)

Total equity and labi ,309,693)
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Polestar Investor update for the nine months ended September 30, 2022

Contact information

For questions, lease contact

Bojana Fiint
Head of Investor Relations

ir@polestar.com
Polestar
Assar Gabrielssons Vag9

SE41878 Goteborg
Sweden

polestar.com

Allideas contained within this document are
‘owned by Polestar.

Polestar 2022
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