Report of the Management Board on theoperations of

for the period of 12 months ended March 31, 2018

Date of approval: June 18, 2018
Date of release: June 19, 2018



Management report on the activities of LiveChat Software CapitalGroup

Contents

In 2017 fiscal year LiveChat Software Capital Group reported anincreaseof over 17%in consolidated salesto PLN 89.4 million, with anet

Operating highlights profit of PLN 48.3 million, i.e. almost 13% more than a year earlier. Unconsolidated net profit of LiveChat Software SA. totaled PLN 48.1
million,with revenues of PLN 89.4 million.

At the end of the fiscal year, LiveChat was used by over 24 thous. clients - companies,public institutions and universities. During the year,

the number of usersincreased by approximately 25%, which had a direct impact on the increase in revenues. The difference between the

Structure of growth dynamicsof the user baseand the generated revenuesresults from, amongothers, the difference in the USDPLNrate, which is key

LiveChat Software Group

for the Group's results.

The company provides its solution in the SaaS(Software asa Service)model, which allows it to offer its serviceson the global market. As of
June 1, 2018, the number of clients exceeded 24,600, including companies from approximately 150 countries worldwide . LiveChat
- - S o f t whusieesbsnodel also allows it to generate very strong margins, as a result of low customer acquisition and maintenance
Description of the activities expensescombined with scalability of the business EBITDA margin was 70.7% and net margin was 54.0%. This translates into very high
of LiveChat Software Group cashflows. In the past fiscal year the Gr o u ppBrating cashflow totaled PLN 48.2 million. At the sametime, the Group reported negative
cashflow from financing activities totaling PLN -47.6 million asa result of the PLN 36.3 million dividend payment for the previous fiscal
year and an advance dividend for the fiscal year ending March 31, 2018, totaling PLN 11.3 million. As of March 31, 2018, Livechat
Software SA.held cashtotaling PLN 30.1 million.
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Operating summary

Letter to shareholders

Dear Shareholders,

It is my great pleasure to present to you the report
summarising the most significant events for our Company
in the past financial year.

We have had a very successfultime. We have achievedone
of our most important business goals. LiveChat, our
flagship product had 20,000 usersin May and now ¢ as of
the publication date of this report ¢ more than 24,500
companiesand institutions worldwide useLiveChat.

As a team we assume responsibility for providing
technology facilitating communication between companies
and consumers. According to this notion we develop not
only the LiveChat product, but introduce new solutions to
the market, whose ultimate goal is to support customer
service and improve its effectiveness.

In the past year we implemented a tool for creating
chatbots ¢ BotEngine, a solution for creating knowledge
bases § KnowledgeBase and chatio § a live chat
application characterised by continuous user chats.
Detailed information concerning those products are
included further in the report.

We broaden the scopeof our servicesdynamically. It is our
goal for the future to fulfil all needs of a company as
regards customer communication. At the end of 2017 we
presented our strategy for development and creation of
new products. For a considerable time we have been
building a large communication platform around our

solutions. We want LiveChatto becomeabusinessl c ont r o |

centreT through which companies will be able to manage
the entirety of contacts with their customers.

www.investor.livechatinc.com

The past year 2017/2018 was also significant for our team.
In March we relocated to a new spacious office. The space
we work in now is more comfortable and gives the
opportunity to enlarging the team. LiveChat is growing. At
the end of March 2017 our C o mp a tegnfcensisted of 74
people and now we have almost 100 talented people
committed to their jobsonboard.

Our investor successessurely include the Co mp a sharkks

becoming a part of mWIG40. The transfer of LiveChat
Software shares to a mid-cap index is a result of both
capitalisation and liquidity of shares This way we have
become more visible for domestic and international
investors.

In the reported period LiveChat Software Group earned
PLN 89.4 million of consolidated revenues and PLN 48.3
million of consolidated net profit. The unconsolidated
revenues of LiveChat Software SA. amounted to PLN 89.4
million and net profit § PLN48.1 million.

Although we had a great year we do not relax our
expectations, but believe that the best is yet to come. We
work with full commitment to achieve the number of 30,000
usersof our product.

At the sametime we would like to thank you for your trust in
our Company. You are the reason we can achieve our
objectives, establish new ones, even more ambitious and
develop the Companyon international markets.

| would like to thank our whole team for their efforts and
hard work .

And | would like to encourage you to read the whole report
and contact us, in particular via LiveChat on our investor
relations page.

Kind regards,

/2/1/' i Q__—f

MariuszCi ep Cy
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Operating summary

Selectedconsolidated financial data

[PLN] 2017/18 2016/17 Zmiana [PLN] 31 marca 2018 . 31 marca 2017 r. Zmiana
Nett Salfsof products, goodsand 89 425 925 76 254 434 | +17.3% Total assets 48 643 508 47532524 | +2.3%
materials
EBITDA 63 239 330 55 042 772 +14.9% Liabilities and provisions 3409 595 2884 019 +18.2%
Operating profit (loss) 61 361 718 53349572 | +15.0% Long-term liabilities 0 0 -
Gross profit (loss) 59 979 636 53468384 | +12.2% Short-term liabilities 3409 595 2884019 | +18.2%
Net profit ( loss) 48 305 126 42916950 | +12.6% Net equity 45 233 913 44 648 505 +1.3%
Net cashflow -4 615 757 11535630 | -140.0% - _

Initial equity 515 000 515 000 -
cashflow from operating activities 48 177 693 43204610 | +11.5%
cashflow from investing activities -5 155 950 -3858980 | -33.6% Number of shares 25750000 25750 000 -
cashflow from financial activities -47 637 500 -27810000 | -71.3% BVPS 1.76 1.73 +1.7%
Number of shares 25 750 000 25 750 000 -
Profit (loss) perordinary share 1.88 1.67 | +12.6% PLN 63 239 330
[PLN] Q4 2017/18 Q4 2016/17 Zmiana 55042772

48 305 126

Net salesof products, goodsand
materials 22 981 937 21 533 550 +6.7% 42 916 950
EBITDA 16 081 464 15474 833 + 3.9%
Operating profit ( loss) 15982 199 14 974 506 +6.7%
Gross profit (loss) 15879773 14 989 866 +5.9%
Net profit ( loss) 12 801 699 12037340 | +6.3%
Net cashflow -507 006 10 861 516 | -104.7%
cashflow from operating activities 12 157 562 12 998 941 -6.5%
cashflow from investing activities -1334568 -2137425 | -37.6% Net profit EBITDA
cashflow from financial activities -11 330 000 0 - m2016/17 m2017/18
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Operating summary

Selected separated financial data

[PLN] 2017/18 2016/17 Zmiana [PLN] 31 marca 2018 . 31 marca 2017 r. Zmiana
Net sz‘leSOf products, goodsand 89 425 925 76 254 434 +17% Total assets 47 933 940 46 816 304 +2%
materials
EBITDA 64 041 162 54 955 874 +17% Liabilities and provisions 3 364 450 2 682 647 +25%
Operating profit (loss) 61 571 828 53 262 675 +16% Long-term liabilities 0 0 -
Gross profit (loss) 59 747 844 53276157 | +12% Short-term liabilities 1712150 1294373 | +32%
Net profit ( loss) 48 073 333 42 724 724 +13% Net equity 44 569 490 44 133 656 +1%
Net cashflow -4 937 698 10751873 | -146% . )

Initial equity 515 000 515 000 -
cashflow from operating activities 48 253 425 42 539 664 +13%
cashflow from investing activities -5 553 623 -3977 792 +40% Number of shares 25750 000 25750 000 i
cashflow from financial activities -47 637 500 -27 810 000 +71% BVPS 1.73 1.71 +1%
Number of shares 25 750 000 25 750 000 -
Profit (loss) perordinary share 1.87 1.66 +12% PLN 64 041 162

. 54 955 874
[PLN] Q4 2017/18 Q4 2016/17 Zmiana
48 073 333

Net salesof products, goodsand
materials 22981937 21681721 +6% 42 724 724
EBITDA 16 706 150 16 107 037 +4%
Operating profit ( loss) 16 015 246 15606 711 +3%
Gross profit (loss) 15819 290 14 945 810 +6%
Net profit ( loss) 12 741 215 11 993 285 +6%
Net cashflow 9430 858 16 548 133 -43%
cashflow from operating activities 22 493 099 18 792 757 +20%
cashflow from investing activities -1732 241 2244626 | -23% Net profit EBITDA
cashflow from financial activities -11 330 000 0 - W 2016/17 m2017/18
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Operating summary

Key events

The company has recorded growth in the number of clients who are usingtheT Li ve Chat H FIRSTQUARTER

solution in eachmonth of 2017 fiscal year. Data on client acquisition and growth rates are
shownin the chart below.
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Annual growth rates are falling because of the rapidly growing base effect. While the
number of clients is rising fast, the company is successfullykeeping its churn rate at avery
stable, 3% level, with very minor variations in individual months. The churn rate is
significantly lower in the case of larger clients (companies which use more expensive
subscription plansand those purchasinga greater number of licenses).

www.investor.livechatinc.com

At the end of Q1, the company had 20,765 active and paying LiveChat customers versus
15,892 clients the year before. Net increase in the number of clients (accounting for
churn), totaled 526 in April, 505 in May and 483 in June. The managingboard would like to
emphasizethat its offering is addressedto business clients, companies which use their
websites to sell or to contact their own clients. At present, the clients of LiveChat
Software are able to choose from among four subscription plans. Final revenue per
customer dependson the plan selected,aswell asthe number of licensespurchased.

In June 2017, the Company launched European Data Centers for clients operating in
EuropeanUnion countries. The Centers are located in Frankfurt and Amsterdam.

SECONDQUARTER

The company reported very strong results in terms of customer acquisition numbers.
In July, this figure reached 254 (net), in August 475 and in September 443. Ultimately, at
the end of H1, the number of customers consisted of 21,937 companiesversus 16,949 the
year before.

An Ordinary General Meeting of Shareholders was held on July 17, to decide, among
other items, about the allocation of profit from the previous fiscal year. According to
resolution of the Ordinaty General Meeting, unconsolidated net profit of LiveChat
Software SA., totaling PLN 42,724,723 .86 in the fiscal year ending March 31, 2017, was
allocated asfollows:

A PLN36,307,500.00 for dividend to shareholders,
A PLN6,417,223.86 PLNfor reserve capital.
According to this decision,dividend per sharetotaled PLN1.41.

Decision of the General Meeting was made in accordance with proposal of the
Management Board, which had been accepted by the Supervisory Board. This
recommendation on the allocation of profits was made due to changesin the Code of
Commercial Companies,which states that if the company has R&D-related assetson its
books, it needsto have reserve and additional capital set aside in excessof the value of
assetsrelating to newly initiated R&D work.

In the second quarter, the Company also releasedthe BotEngine product - a platform for
creating conversational chatbots (in beta version) and a full version of the chat.io product,
which is abridgehead for the modernization of the flagship LiveChat product.
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Operating summary

Key events

THIRD QUARTER

In Q3, the company continued its growth, acquiring new clients and expanding its customer base At the end of
December 2017, the number of companieswho usedthe LiveChat Solution totaled 23,107 compared to 18,070
the year before. In October, the customer basegrew by 292, net of churn, in November by arecord 576 andin
December by 302.

On December 20, after having received a positive opinion of the Supervisory Board, the Managing Board
adopted aresolution on the payment of advancedividend from net profit for the April 1,2017 - March 31,2018
fiscal year. Atotal of PLN11.33m,or PLN0.44 per sharewas allocated for dividend payment.

On December 29, 2017, following the last trading sessionof the year, shares of LiveChat Software joined the
mWIG40 index. At the sametime the stock was removed from the sWIG80 index.

In October, the Company launched a beta version of KnowledgeBase In November, the Company met with the
capital market and the Management Board presented a new company development strategy of the Company.

. ‘ °
(t\ \
FOURTHQUARTER
3 X - |
At the end of the fiscal year the number of clients using the paid version of LiveChat product totaled 24,065 ﬂ a o '
versus 19,251 the year earlier. In January, on a month-to-month basis, the number of clients rose by 263,in | [ . /A :

February by 321 andin March by 374 (all figures net of churn).

In February, the Company decided to update its price plans, removing the Regular plan from the offer, and Fuks
introducing the Businessand Enterprise plan. M

In March, LiveChat Software also changedits headquarters, from the office on AlejaD a b o in&Vr o ¢ Caadv
movedto arenovated buildingat47 Z wy c i Street. a
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Structure of LiveChat Software Group

Changesin the structure of the group

LiveChat Software SA. is a parent company which consists of itself and its wholly owned During the reporting period there were no changesin the organizational structures of the
USsubsidiary LiveChat, Inc. which is subject to full consolidation. companieswhich are part of the Group.

The company hasno branch offices. After the reporting period, the organizational structure of the Group was changed
The structure which hasbeenin force since April 2018 will be presented on the next slide.

Organizational structure of LiveChat Software
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Structure of LiveChat Software Group

Structure of LiveChat Software

The diagram below presents the organizational structure of LiveChat Software Group,
which hasbeen in force since April 2018.
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Description of the activities of LiveChat Software Group

Description of Group activities

LiveChat Software SA. is a producer and a global supplier of LiveChat. TheCo mpany Hs
portfolio also includes: chat.io (live chat type of software, which structure allows easy
integration with very different platforms), BotEngine (a platform for creating chatbots)
and KnowledgeBase (application for creating your own knowledge bases)

The LiveChat product is designedfor rapid and intuitive contact between people who visit
the website and the company employees. Additionally, the app collects information about
client behavior on the website, which is an attractive source of information about sales,
customer service and support process.

The company is a developer and distributor of the software, sold in the SaaSmodel, for
businessto-consumer (B2C) and businessto-business (B2B) communications.
The LiveChat product is addressed to all companies, which all share the need for
communicationswith clients over the Internet .

Current activities of the group include improvements of the LiveChat product by the
developer team, ensuring top-quality customer service and the development of new
customer acquisition channels. A proven businessmodel meansthat the marginal cost of
acquiring new clients is close to zero. The relatively low level of recurring expenses
combined with marginal final cost of gaining new clients and the absence of needs for
additional capexmakesthe businesshighly scalablewhile maintaining strong profitability .
By using the right marketing policy, including the pricing, LiveChat product is addressed
primarily to the SMEs,but the companyis alsotrying to reach larger corporations through
further development of the product, and launching new functionalities as well as new
price levels. A progressive price list enables LiveChat Software to generate higher sales
from clients, who useagreater number of LiveChat functionalities .

LiveChat Software is also managing a number of other projects, which common
denominator is the potential to increase the customer acquisition rate for LiveChat,
aswell asfor chat.io, BotEngine and KnowledgeBase

These solutions are dedicated to businessclients from all industries. Currently, IT sector
companies comprise the biggest group. Other big sectors represented among clients
include retailers, education, marketing, gamesand gambling, automotive, entertainment,
financial services,healthcare and tourism.
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