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Strategic Report
Principal activities

Valtech is a next-generation digital transformation services provider focused on helping medium and
large organizations as they embrace the digital age. Valtech provides a streamlined portfolio of
integrated offerings, encompassing strategy, design, technology integration and data analytics through
which it builds and operates its clients’ critical customer engagement and e-commerce platforms, while
maintaining brand consistency. Valtech defines “digital transformation” as a new approach for
envisioning, creating, selling, delivering, servicing, and consuming products and services with increased
agility, time-to-market, reliability and scalability. This new approach impacts many aspects of clients’
operating models, from the way investment decisions are made, measured and managed to the sales
experience and engagement offered to the customers.

Valtech's clients primarily consist of medium and large corporations located across Europe, North
America, South America, Asia and Australia. 82.7% of 2018 revenues were generated from our
operations in Europe, 12.9% from operations located in North America and 4.4% from operations located
in the rest of the world.

Valtech has become one of the leading independent digital transformation services providers in the
world, with 2,591 employees as of December 31, 2018, and with broad geographic and industry
diversification. Revernues have grown from €233.7 million in 2017 to €272.0 million in 2018, representing
a growth rate of 16.4%.

Key Performance Indicators

The Company’s main challenges and opportunities will be linked to analysis using key performance
indicators set by the Board of Directors. The primary KPI's relate to:

s  Growth in revenue
« Business growth in key markets, such as North America

« Improvement of profit margins, measured by the adjusted EBITDA

Factors

The most significant factors affecting results of operations include:

s Market demand for digital transformation services and related market trends. The demand for digital
transformation services has grown significantly in recent periods in Europe and North America,
which are the regions in which most of our clients operate. The growth in demand has and may
continue to positively impact our revenue and results of operations. Conversely, if the growth in
demand for digital transformation services slows or declines in key regions in which we operate, our
revenue and results of operations may be negatively affected.

s Economic conditions in the industries and countries in which our clients operate and their impact on
our clients’ spending on digital transformation services. A substantial majority of our clients are
concentrated in seven specific industry verticals (retail, automotive, government, financial services,
travel and hospitality, media and healthcare), which accounted for 82.1% of our revenue for the year
ended December 31, 2017 and 79.7% of our revenue for the year ended December 31, 2018. In
addition, most of cur revenue is derived from clients located in Eurcope or the United States.
Changing economic conditions in any of our targeted industries or in the countries where our clients
operate may affect the amount and
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Valtech SE
Strategic report

timing of our clients’ spending on digital transformation services, which could affect our results of
operations.

» Increases in wage rates of, and competition for, IT professionals in countries where we operale.
Wage rates of IT professionals in several of the countries in which we operate have increased in
recent years, driven, among other factars, by increased competition for such professionals’ services.
Salaries are our most significant operating expense, and if wage costs for IT professionals increase
at unanticipated rates, it may reduce our profitability. The impact of wage inflation is mitigated to a
limited extent by several factors, including our ability to rely on subcontractors for short-term staffing
needs and our ability to pass some costs to our clients through specific contractual provisions.
Additionally, increased worldwide competition for skilled technology professionals, particularly in
Eurcpe and in the United States, may lead to a shortage in the availability of qualified personnel in
the locations where we operate and hire.

Business Performance

Major Events of the Year
Acquisition of the company True Clarity Ltd {United Kingdom)

On February 9, 2018, Valtech acquired True Clarity Limited, a digital web services company, with
offices in Bristol and London.

True Clarity is consolidated in the Valtech accounts as of February 1, 2018. Pursuant to the purchase
agreement, Valtech paid the sellers €9.1 million upan closing with an additional €2.2 million holdback
payment and subsequently paid them €7.3 million in shares of Valtech SE. Depending on the level of
certain KPI targets in 2018, Valtech had the right to buy back a certain number of shares. This buy
back has been assessed at a level of €0.4 million {included in the other receivables), leading to a
goodwill of €18.2 million.

The determination of the fair value of assets acquired and liabilities assumed is finalized. The fair
value of net assets acquired amounts to €7,560 thousand, out of which €6,127 thousand (net of
deferred taxes) relate to intangible assets identified when performing the purchase price allocation.
The goodwill resulting from this transaction is €10.5 million befare exchange rate fluctuation.

Valtech also agreed to issue warrants to certain key employees. In August 2018, 26,960 warrants
were issued {see details about warrant features in Note 25).

Increase in capital

On January 10, 2018, the Board of Valtech decided to issue 59,268 new shares at €16 per share as
payment for the acquisition of Codehouse A/S, leading to a capital increase of €948 thousand (out of
which €7 thousand in share capital).

On January 30, 2018, the Board decided to issue 457,480 new shares at €16 per share as payment
for the contingent consideration of the acquisition of True Clarity Ltd, leading to a capital increase of
€7,320 thousand (out of which €58 thousand in share capital).

Signing of Joint Venture Agreement with Audi Electronics Venture GmbH

On March 27, 2018, our German subsidiary Valtech GmbH entered into a Joint Venture Agreement
with Audi Electronics Venture GmbH. The general business objective of the joint-venture partners is to
establish a long-term cooperation concerning the development and providing of competitive digital
products and enablers using a joint-venture utilizing common synergies which are not possible on a
stand-alone basis.
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Valtech SE
Strategic report

The joint-venture Valtech Mobility GmbH was formed on June 29, 2018, owned 51% by Valtech GmbH
and 49% by Audi Electronics Venture GmbH (AEV). On that date AEV contributed €7.5 million in cash.
Valtech GmbH has contributed to Valtech Mobility with net assets amounting to €7.8 million.

On July 1, 2018, pursuant to the Joint Venture Agreement, Valtech GmbH transferred to the joint-
venture a digital maobility business unit with approximately 172 employees. The operations started on
July 1, 2018 and the new company Is fully consolidated in the Valtech accounts from this date.

Dispute with buyer of business in USA

Valtech Services (LUSA) sold its business assets on January 1, 2016. In August 2018, Valtech
Services introduced claims against the buyer to recover payments due under the sale contract, plus
legal expenses. Foliowing trials held in 2018, a judgement was rendered in December 2018 which
awarded $3.3 million to Valtech Services in payment for the assets sold, plus interest, sanctions and
legal fee and costs. The judgment has been appealed by the buyer of the business assets and
therefcre no receivable has been recognized as of December 31, 2018. Legal fees related to the
litigation is recorded under discontinued operations.

Hyperinflation in Argentina

Entities with a functional currency of the Argentine peso are required to apply IAS 29 in accounting
periods ending on or after 1 July 2018. Valtech’s Argentinian business represented 1.2% of the third
party turnover 2018.

Adoption of 1AS 29 requires the non-monetary assets and liabilities and the income statement to be
restated to reflect the changes in the general pricing power of its functional currency, leading to a gain
or loss on the net monetary position included in the net income. Loss in net monetary position due to
restatement amounts to less than €100 thousand for the year 2018, unrecorded as immaterial.

Dividend
On September 14, 2018, the Board of Valtech decided to pay an interim dividend of €0.25 per share to

the shareholders of the company. The dividend amounts to €7,091 thousand, fully paid as of
December 31, 2018.
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Valtech SE
Strategic report

Key financials

The financial statements are presented in Eurcs as this is the functional currency of the primary

economic environment in which the Group operates.

The following table summarizes our results of operations for the years ended December 31, 2017 and

2018:

{in thousands of euros and as % of)

Revenue
Other revenue

Total revenue

Cost of sales

Grass margin

Commercial costs
Administrative costs
Restructuring costs

Other income and expenses
Goodwill impairment

Operating result

Cost of grass financial debt
Interest income on cash and cash equivalents

Other financdial income and expenses, net

Income before tax from continuing operations

Income tax expense

Net income (loss) from continuing operations
Incame {loss) from discontinued operations
Netincome (loss})

Net income (loss) attributable to:
Equityholders of the parent

Non-controlling interests

2017

233,414
281
233,695

{154,368)
79,327

{16,523)
{50,625
{1,627)
{126)
(1,141)

9,285

{2,378)
127
(1,219)
5,815
(5,583)
232
{1,684)
(1,452)

(1,452)

99.9%
0.1%
100.0%6
-66.1%
33.9%

-7.1%
-21.7%
-0.7%
-0.1%
-0.5%
4.0%

-1.0%
0.1%
-0.5%

2.5%
-2.4%
0.1%

-0.7%
-0.6%

-0.6%

2018
271,776 99.9%
196 0.1%
271,972 100.0%
(174,178) -64.0%
97,79 36.0%
(17,571) -6.5%
(59,662) -21.9%
(646) -0.2%
{12) 0.0%
- 0.0%
19,905 7.3%
{3,573) -1.3%
141 0.1%
478 0.2%
16,951 6.2%
{3,768) -1.4%
13,183 4.8%
{2,621) -1.0%
10,562 3.9%
9,401 3.5%
1,161 0.4%
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Financial performance

Revenue

Revenue grew from €233.7 million in 2017 to €272.0 million in 2018, representing an increase of €38.3 million,
or 16.4%. On a constant currency basis, our total revenue growth was 19.4% for the year ended December 31,
2018 as compared to the year ended December 31, 2017. The increase was primarily attributable to:

* The growth in revenue from our existing activities in Germany from €57.1 millien in 2017 to €72.6 millien in
2018, which is mainly attributable to the development of our business in the automotive sector of which €19.0
million were invaiced by the joint-venture with Audi from July 2018 to December 2018; the growth in revenue in
the Netherlands from €24.0 million in 2017 to €28.8 million in 2018; the growth of the revenue in our business
in North America, from €32.7 million in 2017 to €35.2 million in 2018, and increase of €2.5 million; the growth
of the revenue in our existing business in Sweden, from €31.1 million in 2017 to €33.1 million in 2018; the grawth
in revenue in the Argentina from €1.7 miliion in 2017 to €3.2 million in 2018; and the increase in revenue of our
Global Delivery business from €4.9 million in 2017 to €8.4 millicn in 2018.

» The acquisition of True Clarity in February 2018 in the United Kingdom, which added €5.9 million of revenue in
2018.

* The full-year impact of the acquisitions of El Chalten in April 2017, Non-Linear in June 2017 and Codehaouse in
November 2018, which added €7.1 million of revenue in 2018.

These positive contributors to our revenue in 2018 were partially offset by t the decrease in revenue in Australia
from €4.1 million in 2017 to €1.9 million in 2018.

We experienced a strong growth of our business with clients in the following industries:

s Retail: Revenue from retail grew €5.3 million, from €69.7 million in 2017 to €75.0 million in 2018. The increase
in revenue in this industry vertical was primarily attributable to the growth of our revenue with our top 10 clients
in this industry vertical.

» Automotive: Revenue from automotive grew €15.7 million, from €35.7 million in 2017 to €51.4 million in 2018.
The increase in revenue in this industry vertical was primarily attributable to the growth of revenue with
Volkswagen Group resuiting from the joint-venture agreement signed on Juiy 01, 2018,

s Financial services: Revenue from financial services grew £€3.8 million, from €23.3 million in 2017 to €27.1 million
in 2018. The increase in revenue in this industry vertical was primarily attributable to the addition of several new
clients.

* Manufacturing: Revenue from manufacturing grew €6.1 million, from €6.5 million in 2017 to €£12.6 miltion in
2018. The increase in revenue in this industry vertical was primarily attributable to the growth of revenue with
our top 10 clients.

Cost of sales

Cost of sales increased from €154.4 million in 2017 to €174.2 million in 2018, representing an increase of €19.8
million, or 12.8%. The increase was primarily attributable to an increase in staff costs, which grew €17.4 million,
or 15.6%, from £€112.0 million in 2017 to €129.4 million in 2018, mainly due to an increase in our headcount of
IT professionals from 1,936 for the year ended December 31, 2017 to 2,214 for the year ended December 31,
2018, an increase in subcontractor costs, which grew by €2.0 million, or 5.1%, from 2017 to 2018, and the
negative impact of the decrease of internally-generated assets, which decreased by €0.8 million, or 32.3%,
partially offset by a decrease of software costs and miscellaneous costs, which decreased by €1.9 million, or

39.8%, from €4.9 million in 2017 to €2.9 million in 2018, mainly due to the unusually high amount of software
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expense in 2017 that was driven by the addition of new information systems for our delivery teams.
Consalidation with the UK business we acquired in 2018 added €2.2 million to our cost of sales from acquisition
in February 2018 to merge with our existing UK entity in October 2018.

Commercial costs

Commercial costs increased from €£16.5 million in 2017 to €17.6 million in 2018, representing an increase of €1.1
million, or 6.3%. The cost of our sales and marketing staff decreased by €0.1 million, or 1.4%, from €11.0 million
in 2017 to €10.9 million in 2018. Our marketing expenses increased by €0.1 million, or 5.7%, from €2.6 million in
2017 to €2.7 million in 2018. Other commercial costs excluding marketing expenses increased by €1.4 million, or
52.6%, from €2.6 million in 2017 to €4.9 million in 2018, which is primarily due to the €1.1 million increase of the
depreciation of acquired intangibles from €1.6 million in 2017 to €2.7 million in 2018. Conseolidation with the UK
business we acquired in 2018 added €0.7 million to our commercial costs from acquisition in February 2018 to
merge with our existing UK entity in October 2018.

Administrative costs

Administrative costs increased from €50.6 million in 2017 to €59.7 million in 2018, representing an increase of
€9.1 million, or 17.9%. The cost of our management and administrative staff increased from €23.0 million in 2017
to €26.1 million in 2018, an increase of £€3.1 million, or 13.2%, of which €1.0 million is due to the consolidation
of recently acquired businesses. The cost of our offices and offices-related costs increased from €14.4 million in
2017 to €17.0 million in 2018, an increase of €2.6 million, or 17.8%, of which €0.9 million is due to additional
costs to support the growth of our business in Germany and €0.6 million was due to the cost of leasing offices
for our newly acquired businesses. Recruiting, training and internal events costs increased from €3.8 million in
2017 to €6.1 million in 2018, an increase of £€2.3 million, or 59.5%, which is primarily attributable to the increased
expenses of our European businesses to recruit and retain the staff required for the growth of our business.
Professional fees increased by €1.2 million, or 23.3%, from €5.0 million in 2017 to €6.2 million in 2018, primarily
due to the cost of various consulting services related to M&A activity, corporate recrganization, and additional
audit costs. Administrative costs of recently acquired businesses added €2.0 million to our administrative costs
in 2018.

Restructuring costs

Restructuring costs decreased from €1.6 million in 2017 to €0.6 million in 2018, representing a decrease of €1.0
million, or 60.3%, which is primarily attributable to the non-recurring effect of a one-time cost related to the
merger of our subsidiary in Germany, severance costs in France, and unused offices in Denmark and Sweden.
Other income and expenses

Other income and expenses decreased from a loss of €0.2 million in 2017 to a loss of €0.0 million in 2018.

Goodwill impairment

No charge for goodwill impairment was recorded in 2018 as opposed to a €1.1 million goodwill impairment
expense in 2017 related to our business in Australia.

Cost of gross financial debt

Cost of gross financial debt increased from €2.4 million in 2017 to €3.6 million in 2018, an increase of €1.2 million,
or 50.2%. The increase was primarily attributable to the impact of the issuance of notes in October 2017.
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Other financial income and expenses, net

Other financial income and expenses produced a loss of €1.2 million in 2017 and an income of €0.5 million in
2018, The variation is due to the impact of the movements of currency exchange rates.

Income tax expense

Income tax expense decreased from €5.6 million in 2017 to €3.8 million in 2018, a decrease of €1.8 million, or
32.5%. The decrease was primarily attributable to the recognition in 2018 of deferred tax assets for an amount
of €3.7 million for a portion of the available unused tax losses in France, as opposed to the reduction for an
amount of €1.2 million in 2017 of the deferred tax assets related to the lower corporate income tax rate in the
US introduced by the U.S. Tax Cuts and Jobs Act. The positive impact of the changes in deferred tax assets is
partially offset by the increase of our current income tax expense from €4.6 million in 2017 to €7.2 million in
2018, which is primarily attributable to the increase in our income before tax from continuing operations, which
increased from €5.8 million in 2017 to £17.0 million in 2018, an increase of €11.2 million, or 191.5%.

Income {loss) from discontinued pperations

We had a loss from discontinued eperations of €1.7 million in 2017 and a loss from discontinued operations of
€2.6 million in 2018, representing an increase of €0.9 million, or 55.6%. The increase is primarily attributable to
the cost of a legal dispute with the buyer of our disposed business in the United States, which is related to the
payment of a portion of the price for the sale of this disposed business.

Non-controlling interests

Non-contrafling interests were nil in 2017 and €1.2 million in 2018. Non-controlling interest represent the portion
of the net income of our joint-venture with Audi that is attributable to our venture partner.

Net income (loss) attributable to equity holders of the parent

As a result of the foregoing, we had a loss of €1.5 million in 2017 and an income of €9.4 million in 2018,
representing an increase of €10.9 million.

Liquidity and capital resources

Our financial condition and liguidity is and will continue to be influenced by a variety of factors, including:
= qur ability to generate cash flows from our operations;

» changes in warking capital needs;

= the level of our outstanding indebtedness and the interest we are obligated ta pay on this
indebtedness;

* the availability of public and private debt and equity financing;

* changes in exchange rates which will impact our generation of cash flows from operations

when measured in Euros; and

* qur capital expenditure requirements.

Overview

As of December 31, 2018, our primary sources of liquidity were €39.1 million of cash and cash equivalents net of
bank overdrafts and one non-recourse factoring credit line related to assignment of receivables that collectively
provide up to €4.0 million of additional liquidity. Historically, we have been able to generate cash from our
aperations and through equity and debt financings, including €42.5 million of notes issued on July 27, 2016,
which hear a fixed interest rate of 4.25% and mature in July 2022, and €33 miilion of notes issued on October 17,
2017, which bear a fixed interest rate of 4.50% and mature in October 2024. Currently, our subsidiaries invoice
their local clients and receive cash in the countries in which they operate, while our subsidiaries in Ukraine,
Argentina and India depend on transfer of funds from other subsidiaries of Valtech to fund their tiquidity. Our
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primary cash needs are for working capital requirements, capital expenditures and acquisitions of new
businesses.

Comparative cash flows

The following table summarizes our cash flows from operational, investing and financing activities for the years
indicated:

2016 2017 2018

Net cash provided by operating activities 14 903 7257 9 860

Net cash used in investing activities -20 031 -25 898 -21200

Net cash used in financing activities 42 258 30415 -3991

impact of changes in fore gn exchange rates -4 -465 -362

Cash fiows from cparations be ng d'seont.nued 6126 -1322 -2 649

Overall net cash Aows 31000 9987 -18 342

Cash and cash equivaients at the beg:nn ng of the period 17577 28 577 58 564

Cash and cash equivalents at the end of the per.od 58577 58 564 10222

Operating activities
2016 2017 2018
Net :ncome [ioss) 4182 -1 452 €902
- Depreciation and amartizaticn, net 3977 6 3C7 918
- Goodwi: ! impairment 1141

- increase (decreasel «n prov:sion for ‘oss -225 643 -324
- Capital Ipsses on disposal of assets 271 -7 394
- Share-based compensat:on expense 1030 699 290
Fnanc:al expenses 819 3 47C 2954
Change of incoma tax for the period 3 499 4 60C 7173
Change in deferred tax for the pericd -83 Sg3 255
income tax pa:d -3415 -2 434 -7 292
Het change :n work:ng capita! 4738 -6 693 -8 610G
Net cash provided by operating activities " 14903 725717 9 860

Net cash provided by aoperating activities was €7.3 million in 2017 as compared to net cash provided by operating
activities of €9.9 million in 2018. This change was primarily attributable to the increase of our net income, from
a loss of €1.5 million in 2017 to a profit of €10.6 million in 2018, partially offset by an increase of the amount of
tax paid, from €2.4 million in 2017 to €7.3 million in 2018 and by a larger increase of our working capital, from
€6.7 million in 2017 to €9.6 million in 2018. Increase in the amount of Income tax paid in 2018 as compared to
2017 is attributable to the increase of Income before tax from continuing operations from €5.8 million in 2017
to €17.0 million in 2018. The larger increase in our working capital in 2018 compared to 2017is primarily
attributable to the expansion of our activity in automaotive business in Germany and the acquisition of a business
in United Kingdom in February 2018.

Investing activities

2016 2017 2018
Acquisit:on of tangible assets -4 994 -3 871 -4 565
Acquisition of intangible assets -3943- -5 872 -4 0B1
Proceeds from the sale of non current assets 915 198 C
Payments for acquired businesses, net of cash acquired -1C 206 -16 264 -12 554
increase (decrease) of the financial investments -1803 -89
Net cash used in investing activities -20031 -25 898 -21 200

Net cash used in investing activities was €25.9 million in 2017, compared to €21.2 million in 2018. The decrease
in net cash used in investing activities was primarily attributable to a lower amount of cash paid in relation to the
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acquisition of businesses in 2018 — one business acquired in United Kingdom - as compared with the cash paid in
relation to the acquisition of businesses in 2017.

Financing activities

2016 2017 2018
interest paid -267 -1 847 -347a
Cash rece:ved from subscr:pt:on of warrants 150 26
Cash rece:ved from exerc-se of warrants 46 230 619
Capital increase
Cash rece:ved from non controiiing interest 7512
issuance [repayment) of finang.a’ i:abilities 42 500 31938 c
Purchase of treasury shares -6& -1577
Redeemed warrants -21
Dividends paid -7 091
Others
Net cash used in financing activities 42 258 30415 -3991

Net cash provided by financing activities was €30.4 million in 2017, compared to net cash used by financing
activities of €4.0 million in 2018. This decrease in net cash provided by financing activities was primarily
attributable the absence of an issuance of note in 2018, compared to the net proceeds of the issuance of notes
in October 2017 of €33.0 million principal amount. The one-time positive impact of the cash contribution of Audi
Electronics Venture to our subsidiary Valtech Mobility GmbH for an amount of €7.5 in 2018 is partially offset by
the $7.1 million dividend paid to Valtech shareholders.
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Consolidated statement of financial position

{in thousands of euros)

Goodwill

Intangible assets, net

Tangible assets, net
Non-current financial assets, net
Other non-current assets
Deferred tax assets

Non-current assets

Accounts receivable and related accounts
Other current assets
Cash and cash equivalents

Current assets

Total assets

Share capital
Reserves

Net income attributable to equity holders of the parent

Equity attributable to owners of the Company

Non-controlling interests
Total equity

Provisions-non-current portion
Long-term borrowings

Other financial debt-non-current portion
Deferred tax liabilities

Non-current liabilities

Provisions-current portion

Short-term barrowings and bank overdrafts
Accounts payable and related accounts
Other financial debt-current partion

Other current liabilities

Current liabilities

Total liahilities

Total equity and liabilities

31/12/2017

46,417
20,045
8,339
2,825

2,008

79,634

66,059
13,234
61,703

140,996

220,630

3,446
60,890
{1,452)

62,884

62,884

2,854
74,438
16,671

4,884

98,847

779
4,218
24,001
3,377
26,524
58,399

157,746

220,630

31/12/2018

56,458
25,849
9,135
2,906
71
5,756

100,175

76,058
18,609
40,222

134,889

235,064

3,519
57,921
9,401

70,841
8,673

79,514

2,520
74,626
5,095
6,533

88,774

789

1,080
24,231
11,136
29,540
66,776

155,550

235,064
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Principal risks and uncertainties

The directors of Valtech SE confirm that a robust assessment of the principal risks facing the company has been
carried out, including those that would threaten its business madel, future performance, solvency or liquidity.

Our revenue is highly dependent on clients located in Europe and North America. Any weakening of economic
conditions in these markets may adversely affect our business, results of operations and financial condition.

In the year ended December 31, 2018, 79.9% of our revenue was derived from clients located in Europe and
12.9% of our revenue was derived from clients located in North America. Any weakening of economic
conditions in European economies or in North America could depress the pricing for our services and cause our
clients in these markets to reduce or postpone their technology spending significantly, which may in turn lower
the demand for our services and negatively affect our business, results of operations and financial condition.
Additionally, if we are unable to successfully anticipate changing economic and other conditions affecting the
markets in which we operate, in particufar in Europe and in North America, we may be unable to effectively
pian for or respond to those changes and our business, results of operations and financial condition could be
negatively affected.

We may not be able to achieve anticipated growth, which could materially adversely affect our
business, results of operations and financial condition.

We intend to continue our expansion in the foreseeable future to pursue existing and potential market
opportunities. As we engage with new clients, introduce new services, enter into new markets and acquire new
businesses, we may face new market, technological and operational risks and challenges with which we are
unfamiliar, and we may not be able to mitigate these risks and challenges to successfully expand our business.
We may not be ahle to achieve our anticipated growth, which could materially adversely affect our business,
results of operations and financial condition.

Rapid growth may strain our limited resources, and a failure to manage this growth could have
a material adverse effect on the quality of aur services and client support.

We have recently experienced rapid growth and significantly expanded our business. Our total revenue has
grown from €184.9 million in the year ended December 31, 2015 to €207.8 million in the year ended December
31, 2016, to €233.7 million in the year ended December 31, 2017 and to € 272.0 million in the year ended
December 31 2018, representing year-over-year annual growth rates of 12.4%, 12.5%, and 13.7 % respectively.
As of December 31, 2015, we had 1,590 employees, as compared to 1,836 employees as of December 31, 2016,
2,266 employees as of December 31, 2017 and 2,591 Employees as of December 31, 2018. We have also
expanded geographically, broadening our aperations from nine countries in 2014 to 16 countriesin 2018. Cur
rapid growth has placed, and we expect it to continue to place, significant demands on our management and
our administrative, operational and financial infrastructure. Continued expansion increases the challenges we
face in offering our services in the following areas:

* recruiting and retaining sufficiently skilled IT professionals, as well as marketing and management personnel;
+ training and supervision of our personnel to maintain our high quality standards;

« the need for additional financing to fund our rapid growth;

s developing financial and management contrals; and

s preserving our culture, values and entrepreneurial environment.

If we are unable to manage our rapid growth effectively, it may strain our limited resources and have a material
adverse effect on the quality of our services and client support,
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Our revenue depends to a large extent on a limited number of clients, and our revenue could
decline if we lose a major client.

We have derived, and believe that in the foreseeable future we will continue to derive, a significant portion of
our revenue from a small number of clients. In 2015, our largest client was accounting for 7.0% of our revenue
in that year; in 2016 our largest client was accounting for 8.0% of our revenue in that year; in 2017 our largest
client was accounting for 7.7% of our revenue in that year and in 2018 our largest client accounted for 8.5% of
our revenue in that year. In 2015, 2016, 2017 and 2018, our top 10 clients accounted for 31.9%, 28.9%, 28.0%
and 26.2% of our revenue, respectively.

Qur ability to maintain close relationships with these and other major clients is essential to the growth and
profitability of our business. However, the volume of work performed for a specific client is likely to vary from
year to year, especially since we generally are not our clients’ exclusive business transformation services
provider and we do nat have long-term commitments from any clients to purchase our services. A major client
in one year may not provide the same level of revenue for us in any subsequent year. The business
transformation services we provide to our clients, and the revenue and net income from those services, may
decline or vary as the type and quantity of business transformation services we provide change over time, We
may, for example, generate significant revenue from a client for services provided during the “build” phase of
our engagement, when we design and implement our tailored offering for the client, which may decrease
during the “run” phase, when we operate and improve the offering. Furthermore, our reliance on any
individual client for a significant portion of our revenue may give that client a certain degree of pricing leverage
against us when negotiating contracts and terms of service,

In addition, a number of factors other than our performance could cause the loss of or reduction in business or
revenue from a client, and these factors are not predictable. For example, a client may decide to reduce
spending on business transfarmation services from us due to a challenging economic environment or other
factors, both internal and external, relating to its business. These factors, among others, may include corporate
restructuring, pricing pressure, changes to an outsourcing strategy, switching to another business
transformation services provider or bringing work in-house.

The loss of any of our major clients, or a significant decrease in the valume of work they outsource to us or the
price at which we sell our services to them, could materially adversely affect our revenue and our results of
operations.

Our revenue is highly dependent on a limited number of industries, and any decrease in demand for
outsourced services in these industries could reduce our revenue and adversely affect our results of
operations.

A substantial portion of our clients are concentrated in seven specific industry verticals: retail, automotive,
financial services, government, travel and hospitality, healthcare, and media. In the year ended December 31,
2018, we derived 27.6%, 18.9%, 10.0%, 8.5%, 5.4%, 5.4%, and 4.0% of our revenue, respectively, from clients
operating in these seven industries. Our business growth largely depends on continued demand for our
services from clients in these seven industry verticals.

A downturn in any of our targeted industries, a slowdown or reversal of the trend to outsource business
transformation services in any of these industries or the introduction of regulations that restrict or discourage
companies from outsourcing business transformation services, could result in a decrease in the demand for our
services and materially adversely affect our business, results of operations and financial condition. For
example, a worsening of economic conditions in the financial services industry and significant consclidation in
that industry may reduce the demand for our services and negatively affect our revenue and profitability.

Other developments in the industries in which we operate may also lead to a decline in the demand for our
services in these industries, and we may not be able to successfully anticipate and prepare for any such
changes. For example, consolidation in any of these industries ar acquisitions, particularly involving our clients,
may decrease the potential number of huyers of our services. Our clients in a particular industry may
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experience rapid changes in their prospects, substantial price competition and pressure on their profitability.
This, in turn, may resuit in increasing pressure on us from clients in these key industries to lower our prices,
which could adversely affect our results of operations.

We face intense competition from next-generation IT services providers, digital agencies and design firms,
large global consulting and outsourcing firms and traditional technology outsourcing IT services providers,
and an increase in competition, our inability to compete successfully, pricing pressures or loss of market
share could materially adversely affect our business, results of operations and financial condition.

The market for technology and IT services is intensely competitive, highly fragmented and subject to rapid
change and evolving industry standards and we expect competition to intensify. We face competition primarily
from next-generation IT services providers, digital agencies and design firms, large global consulting and
outsourcing firms and traditional technology outsourcing IT services providers. Many of our competitors have
substantially greater financial, technical and marketing resources and greater name recognition than we do. As
a result, they may be able to compete more aggressively on pricing or devote greater resources to the
development and promotion of technology and IT services. Competitors based in some emerging markets also
present significant price competition due to their more favorable local cost structures and tax advantages.

In addition, as the technology services industry is not capital intensive or highly regulated compared to other
industries, there are relatively few barriers to entry into our markets and we have faced, and expect to
continue to face, competition from new digital business transformation services providers. Further, there is a
risk that our clients may elect to increase their internal resources to satisfy their service needs as opposed to
relying an a third-party vendor, such as our company, The technology services industry is also undergoing
consolidation, which may result in increased competition from larger firms that may have substantially greater
financial, marketing or technical resources, may be able to respond more quickly to new technologies or
processes and changes in client demands, and may be able to devote greater resources to the development,
pramotion and sale of their services than we can. Increased competition could also result in price reductions,
reduced operating margins and loss of our market share. We cannot assure you that we will be able to
compete successfully with existing or new competitors or that competitive pressures will not materiafly
adversely affect our business, results of operations and financial condition.

If we do not continue to innovate and remain at the forefront of emerging technologies and related market
trends, we may lose clients and we may not remain competitive, which could cause our business, results of
operations and financial condition to suffer.

Our success depends on delivering innovative software solutions that leverage emerging technologies and
emerging market trends to drive increased revenue. Technological advances and innovation are constant in the
technology serviges industry. As a result, we must continue to invest resources in designing and structuring
new offerings and services for our clients, as well as in research and development to stay abreast of technology
developments so that we may continue to deliver solutions that our clients will wish to purchase. If we are
unable to anticipate technology developments, enhance our existing services or develop and introduce new
services ta keep pace with such changes and meet changing client needs, we may lose clients and our revenue
and results of opeérations could suffer. Our results of aperations would also suffer if aur innovations are not
responsive to the needs of our clients, are not appropriately timed with market opportunities or are not
effectively brought to market. Our competitors may be able to offer engineering, design and innovation
services that are, or that are perceived to be, substantially similar or better than those we offer. This may force
us to expend significant resources in order ta remain competitive, which we may be unable to do.

Our business, results of operations and financial condition may be affected by the rate of growth in the use of
digital marketing and technology in business and the type and level of spending in these areas by our clients
and prospective clients.

QOur business depends, in part, upon continued growth in the use of digital marketing and technology in

business by our clients and prospective clients. In challenging ecanomic environments, our clients or
prospective clients may reduce or defer their spending on new marketing initiatives or technologies in order to
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focus on other priorities, or may choose to use their own internal rescurces rather than engage an outside firm
to perform the types of services and solutions we provide. Downturns may be particularly pronounced in the
area of marketing and communication because some companies react to a slowdown in economic activity by
reducing their budgets in these areas to avoid missing performance targets. In addition, many companies have
already invested substantial resources in their current digital platforms and marketing operations, and they
may be reluctant or slow to adopt new approaches that could disrupt existing personnel, processes and
infrastructures. If the growth of digital marketing and technology usage or our clients’ spending on technology
declines, or if we cannot convince our clients or potential clients to embrace new technological solutions, our
business, results of operations and financial condition could be adversely affected.

We may not be able to successfully identify and acquire target companies or integrate acquired companies
into our company, and we may become subject to certain liabilities assumed or incurred in connection with
our acquisitions that could harm our business, results of operations and financial condition.

Strategic acquisitions to complement and expand our business have been and will likely remain an important
part of our competitive strategy. If we are unable to identify and complete acquisitions, or if we are inefficient
or unsuccessful at integrating any acquired businesses into our operations, we may not be able to achieve our
planned rates of growth or improve our market share, profitability or competitive position in specific markets
or services. The process of integrating an acquired company has created, and will continue to create, operating
difficulties.

The risks we face include:

« diversion of management time and focus from operating our care business to acquisition integration
challenges;

»  excessive costs of deploying our business support and financial management tools it acquired companies;

s failure to successfully integrate the acquired business into our operations, including cultural challenges
associated with integrating and retaining employees;

s failure to achieve anticipated efficiencies and/or benefits, including through the loss of key clients or
personnel at the acquired business; and

» failure to realize our strategic objectives for the acquired business or further develop the acquired

business.

Although we conduct due diligence in connection with each of our acquisitions, there may be liabilities that we
fail to discover, that we inadequately assess or that are not properly disclosed 1o us. In particular, to the extent
that any acquired business {i) failed to comply with or otherwise violated applicable laws or regulations, (i)
failed to fulfill contractual obligations to clients or (iii) incurred material liabilities or obligations to clients that
are not identified during the diligence process, we, as the successor owner, may be financially responsible for
these violations, failures and liabilities and may suffer financial and/or reputational harm or otherwise be
adversely affected. In addition, as part of an acquisition, we may assume responsibilities and obligations of the
acquired business pursuant to the terms and conditions of agreements entered by the acquired entity that are
not consistent with the terms and conditions that we typically accept and require. We also may be subject to
litigation or other claims in connection with an acquired business, including claims from employees, clients,
shareholders or other third parties. Any material liabilities we incur that are associated with our acquisitions
could harm our business, results of operations and financial condition.

Woe cannot predict or guarantee that we will successfully identify suitable acquisition candidates, consummate
any acquisition or integrate any acquired business. Any failure to do so could have an adverse impact on our
business, results of operations and financial condition.

Goodwill and acquisition-related intangibles that we carry on our balance sheet could give rise to significant
impairment charges in the future.

The amount of goodwill and intangible assets in our consolidated financial statements has increased
significantly in recent years, primarily due to acquisitions. As of December 31, 2018, the amount of goodwill
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and intangible assets in our consolidated financial statements was €82.3 million, representing 35.0% of total
assets. Goodwill and acquisition-related intangibles are subject to impairment review at least annually.
impairment testing under IFRS may lead to impairment charges in the future. Any significant impairment
charges could have a material adverse effect on our results of operations.

If we cause disruptions in our clients’ businesses or provide inadequate service, our clients may have claims
for damages against us, which could cause us to lose clients, have a negative effect on our corporate
reputation and adversely affect our business, results of operations and financial condition.

If our employees make errors in the course of delivering services to our clients or fail to consistently meet
service requirements of a client, these errors or failures could disrupt the client’s business, which could result
in a reduction in our revenue or a claim for damages against us. In addition, a failure or inability to meet a
contractual requirement could seriously damage our corporate reputation and limit our ability to attract new
business. The services we provide are often critical to our clients’ businesses. Certain of our client contracts
require us to comply with security abligations including maintaining network security and backup data,
ensuring our network is virus-free, maintaining business continuity planning procedures and verifying the
integrity of employees that work with our clients by conducting background checks. Any failure in a client’s
system or breach of security relating to the services we provide to the client could damage our reputation or
result in a claim for damages, which may be substantial, against us. Any significant failure of our equipment or
systems, or any major disruption ta basic infrastructure like power and telecommunications in the locations in
which we operate, could impede our ability to provide services to our clients, have a negative impact on our
reputation, cause us to lose clients and adversely affect our results of operations.

Under our client contracts, our liability far breach of our obligations is in some cases limited pursuant to the
terms of the contract. Such limitations may he unenforceable or otherwise may not protect us from liability for
damages. The successful assertion of one or more large claims against us in amounts greater than those
covered by our current insurance policies could materialiy adversely affect our business, results of operations
and finaneial condition. Even if such assertions against us are unsuccessful, we may incur reputational harm
and substantial legal fees.

Our buysiness, results of operations and financial candition could be negatively affected if we incur lega!
liability in connection with providing our services and solutions.

If we fail to meet our contractual obligations or otherwise breach obligations to our clients, we could be subject
to legal liability. We may enter into non-standard agreements because we perceive an important financial
opportunity by doing so or because our personnel did not adequately adhere to our guidelines. In addition, the
contracting practices of our competitors may cause contract terms and conditions that are unfavorable to us to
becamne standard in the marketplace. If we cannot, or do not, meet our contractual obligations to provide
services and solutions, and if our exposure is not adequately limited through the enforceable terms of our
agreements, we might face significant legal liability and our business, results of operations and financial
condition could be adversely affected.

In the normal course of business and in conjunction with certain client engagements, we have entered into
contractual arrangements through which we may be obligated to indemnify clients or other parties with whom
we conduct business with respect to certain matters, These arrangements can include pravisions whereby we
agree to hold the indemnified party and certain of their affiliates harmless with respect to third-party claims,
including matters such as our breach of certain representations or covenants, our infringement of the
intellactual property of others or our gross negligence or willful misconduct. Payments by us under any of these
arrangements are generally conditioned on the client making a claim and providing us with full control over the
defense and settlement of such claim. Itis not possible to determine our maximum potential exposure under
these indemnification agreements due to the unique facts and circumstances involved in each particular
agreement. If events arise requiring us to make payment for indemnification claims under our contractual
indemnification obligations, such payments could have a material impact on our business, results of operations
and financial condition.
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Additionally, some clients may perform audits or require us to perform audits and provide audit reports with
respect to the controls and procedures that we use in the performance of services for such clients, especially
when we process data belonging to them. Our ability to acquire new clients and retain existing clients may be
adversely affected and our reputation could be harmed if we receive a qualified apinion, or if we cannot obtain
an unqualified opinion, with respect to our controls and procedures in connection with any such auditin a
timely manner, We could also incur liability if our controls and procedures, or the controls and procedures we
manage for a client, were to result in an internal control failure or impair our client’s ability to comply with its
own internal control requirements.

Our insurance coverage may not be adequate to protect us against all potential losses to which we may be
subject, and this may have a material adverse effect on our business, results of operations and financial
condition.

Our insurance policies cover physical loss or damage to the premises and equipment we use arising from a
number of specified risks and certain consequential losses, including business interruption, arising from the
accurrence of an insured event under the policies. We also maintain various other types of insurance, such as
insurance covering our employees in their professional activities, but we are not fully insured against all risks.
Notwithstanding the insurance coverage that we carry, the occurrence of an event that causes losses in excess
of the limits specified in our policies, or losses arising from events not covered by insurance palicies, coutd
materially harm our financial condition and future operating results. There can be no assurance that any claims
filed under our insurance policies will be honored fully or timely. Also, our financial condition may be affected
to the extent we suffer any loss or damage that is not covered by insurance or which exceeds our insurance
coverage.

If we are unable to attract and retain highly-skilled IT professionais, or adapt the size of our teams in
response to changes in demand, we may not be able to maintain client relationships and grow effectively,
which may adversely affect our business, results of operations and financial condition.

Our business is labor intensive and, accordingly, our success depends upon our ability to attract, develop,
motivate, retain and effectively utilize highly-skilled IT professionals. We believe that there is significant
competition for technology professionals in Europe, the United States and elsewhere who possess the technical
skills and experience necessary to deliver our services, and that such competition is likely to continue for the
foreseeable future. As a result, the technology industry generally experiences a significant rate of turnover of
its workforce. Our business plan is based on hiring and training a significant number of additional technology
professionals each year in order to meet anticipated turnover and increased staffing needs. Our ability to
properly staff projects, to maintain and renew existing engagements and to win new business depends, in large
part, on our ability to hire and retain qualified IT professionals. In addition, the competition for highly-skilled IT
professionals may prevent us from being able to effectively increase the size of our teams in response to client
requests or increases in demand. At the same time, concern over losing employees that may be difficult to
replace may make it difficult to scale down the size of our tearns should demand decrease.

We cannot assure you that we will be able to recruit and train a sufficient number of qualified prafessionals or
that we will be successful in retaining current or future employees. Increased worldwide competition for skilled
technalogy professionals, particularly in Europe and in the United States, may lead to a shortage in the
availability of qualified personnel in the locations where we operate and hire. Failure to hire and train or retain
qualified technology professionals in sufficient numbers could have a material adverse effect on our business,
results of operation and financial condition.

Increases in wages and other compensation expense for our IT professionals could prevent us from sustaining
our competitive advantage.

Wage costs for IT professionals may increase at a faster rate than in the past, driven by increased competition
for their services or other factors, which ultimately may make us less competitive unless we are ahle to
increase the efficiency and productivity of our IT professionals as well as the prices we can charge for our
services. Wages are our most significant aperating expense and increases in wage costs may reduce our
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profitability. We may need to increase the levels of employee compensation mare rapidly than in the past to
remain competitive, and we may not be able to pass on these increased costs to our clients. In addition, the
issuance of equity-based compensation to our IT professionals would also result in additional dilution to our
shareholders. Unless we are able to continue to increase the efficiency and productivity of our employees as
well as the prices we can charge for our services, wage inflation and increased wages may materially adversely
affect our financial condition and results of operation.

Restrictions on immigration may affect our ability to compete for and provide services to clients, which could
hamper our growth and cause our revenue to decline.

Our future success continues tc depend on our ability to attract and retain employees with technical and
project management skills, including those from developing countries. The ability of foreign nationals to work
in the United States, Europe, Asia, Australia, Latin America and other regions in which we have clients depends
on their and our ability to obtain the necessary visas and work permits for our personnei who need to travel
internationally. If we are unable to obtain such visas or work permits, or if their issuance is delayed or if their
length is shortened, we may not be able to provide services to our clients or to continue to provide services on
a timely and cost-effective basis, receive revenue as early as expected or manage our business as efficiently as
we otherwise could, any of which could have a material adverse effect on our results of operations and
financial condition.

Immigration and work permit faws and regulations in the countries in which we have clients are subject to
legislative and administrative changes as well as changes in the application of standards and enforcement. For
example, President Danald Trump and members aof his administration have indicated that they intend to re-
examine immigration laws and regulations and President Trump has signed executive orders to restrict
immigration inte the United States from certain countries. in addition, the U.S. Congress has recently
considered and may consider in the future extensive changes to U.S. immigration laws regarding the admission
of high-skilled temporary and permanent workers. If such provisions are signed into law, our ability to attract
and retain talent would be constrained and our cost of doing business in the United States would increase and
that may discourage clients from seeking our services. Qur international expansion strategy and our business,
results of operations and financial condition may be materially adversely affected if changes in immigration and
work permit laws and regulations or the administration or enforcement of such laws or regulations impair our
ability to staff projects with professionals who are not citizens of the country where the work is to be
performed.

Our profitability will suffer if we are not able to maintain our resource utilization levels and productivity
levels.

Qur profitability is significantly impacted by our utilization levels of fixed-cost resources, including human
resources as well as other resources such as computers and office space, and our ability to increase our
productivity levels. We have expanded our operations significantly in recent years through organic growth and
strategic acquisitions, which has resulted in a significant increase in our headcount and fixed overhead costs.

Some of our IT professionals are trained to work for specific clients or on specific projects and some of our
facilities are dedicated to specific clients or specific projects. Our ability to manage our utilization levels
depends significantly on our ability to hire and train high-performing IT professionals and to staff projects
appropriately. Our ability to manage our utilization levels also depends on the general economy and its effect
on our clients and their business decisions regarding the use of our services. If we experience a slowdown or
stoppage of wark for any client. or on any project for which we have dedicated IT professionals or facilities, we
may not be able to efficiently reallocate these IT professionals and facilities to other clients and projects to
keep their utilization and productivity levels high. if we are not able to maintain optimal resource utilization
levels without corresponding cost reductions or price increases, our profitability will suffer.
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Our results of operations could be materially adversely affected by fluctuations in foreign currency exchange
rates.

Although we report our results of operations in Euros, a majority of our total revenue is denominated in
currencies other than the Euro. Unfavorable fluctuations in foreign currency exchange rates, particularly with
respect to the U.S. Dollar, the Swedish Krona, the British Pound, the Canadian Dollar and the indian Rupee,
could have a material adverse effect on our results of operations.

Because our consolidated financial statements are presented in Euros, we must translate revenue, expenses
and income, as well as assets and liabilities, into Euros at exchange rates in effect during or at the end of each
reporting period. Therefore, changes in the value of the Euro against other currencies will affect the value of
balance-sheet items originally denominated in other currencies. These changes will also cause our results of
operations stated in Euros to be higher or lower than our results of operations in local currency when
compared against other periods.

As we continue to leverage our global delivery model, more of our expenses are incurred in currencies other
than those in which we bill for the related services. An increase in the value of certain currencies against the
Euro could increase costs for delivery of services at off-share sites by increasing labar and other costs that are
denominated in local currency. There can be no assurance that our contractual provisions will offset their
impact.

Qur competitive position and future prospects depend on our senior management’s expertise, and our
business operations may be severely disrupted if we lose their services.

Our business is dependent on retaining the services of certain key members of the management team who
have extensive experience in the technology services industry, in particular, Sebastian Lombardo, our Chief
Executive Officer, and Olivier Padiou and Tomas Nores, our Chief Operating Officers. If a key member of the
management team is unable or unwilling to continue in his or her present position, it could disrupt our business
operations, and we may not be able to replace such a person easily, or at all. Competition for the services of
such persons in our industry is intense, and our industry is characterized by the high mobility of its
professionals. While we have entered into employment contracts or service agreements with our senior
managers and have provided incentives for them to remain with us, including the issuance of warrants, we
cannot guarantee the retention of their services. We currently do not maintain insurance against any damage
that may be incurred in case of the loss or dismissal of our key specialists or managers. The loss of any key
management may have an adverse effect on our business, results of operations and financial condition.

If any of our senior management or key personnel joins a competitor or forms a competing company, we may
tose clients, suppliers, know-how and key technology professionals and staff members to them. Also, if any of
our business development managers, who generally keep a close relationship with our clients, joins a
competitor or forms a competing company, we may lose clients and our sales may be materially adversely
affected. Additionally, such movement by senior management could result in unauthorized disclosure or use of
our technical knowledge, practices or procedures, which may materially adversely affect our competitive
position and, consequently, our business, results of operations and financial condition.

Our business depends on a streng brand and corporate reputation, and if we are not able to maintain and
enhance our brand, our ability to expand our client portfolio will be impaired and our business, results of
operations and financial condition will be adversely affected.

Our corporate reputation is a significant factor in our clients’ and prospective clients’ determination of whether
to engage us. We believe the Valtech brand name and our reputation are important corporate assets that help
distinguish our services from those of our competitors and also contribute to our efforts to recruit and retain
talented IT professionals. However, our corporate reputation is susceptible to damage by actions or statements
made by current or former employees or clients, competitors, vendors, adversaries in legal proceedings and
government regulators, as well as members of the investment community and the media. There is a risk that
negative information about our company, even if based on false rumor or misunderstanding, could adversely
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affect our business, results of operations and financial condition. In particular, damage to our reputation could
be difficult and time-consuming to repair, could make potential or existing clients reluctant to select us for new
engagements, resulting in a loss of business, and could adversely affect our recruitment and retention efforts.
Damage to our reputation could also reduce the value and effectiveness of the Valtech brand name.

Mast of our contracts with our clients are short-term and our business, results of operations and financial
condition could be adversely affected if our clients terminate their contreacts on short notice.

Consistent with industry practice, most of our contracts with our clients are short-term. A majority of our
contracts can be terminated by our clients on short notice and without significant early termination cost. See
“A majority of our client contracts contain provisions under which the client may terminate our services prior
ta the completion of the agreement on short notice and without significant early termination costs.” When
contracts are terminated, we lose the anticipated revenue and might not be able to eliminate our associated
costs in a timely manner. Consequently, our operating margins in subsequent periods could be lower than
expected. If we are unable to replace the lost revenue with other work on terms we find acceptable or
effectively eliminate costs, our business, results of operations and financial condition could be adversely
affected.

There are a number of factors relating to our ciients that are cutside of our control which might lead them to
terminate a contract or project with us, including:

* changes in the business and financial condition of our clients, such as financial difficulties;

+ changes in ownership or management of our clients;

¢ changes in economic or market canditions in general or specific to a client’s industry;

* achange in strategic priorities, resulting in elimination of the impetus for the project or a reduced level of
technology spending;

« achangein outsourcing strategy resulting in moving more work to the client’s in-house technology
department or to our competitors;

= the replacement by our clients of existing software with packaged software supported by licensors; and

*  mergers and acquisitions or significant corporate restructurings.

Failure to perform or observe any contractual obligations could result in cancellation or non-renewal of a
contract, which could cause us to experience a higher than expected number of unassigned employees and an
increase in our cost of revenue as a percentage of revenue, until we are able to reduce or reallocate our
headcount. The ability of our clients to terminate agreements makes our future revenue uncertain. We may
not be ahle to replace any client that elects to terminate or nat renew its contract with us, which could
materially adversely affect our revenue and thus our results of operations.

In addition, some of our agreements specify that if a change of controt of our company accurs during the term
of the agreement, the client has the right to terminate the agreement. If any future event, such as the sale of
our shares by one of our principal shareholders, triggers any change-of-control provision in our client contracts,
these agreements may be terminated, which would result in loss of revenue,

A majority of our client contracts contain provisions under which the client may terminate our services prior
to the completion of the agreement on short notice and without significant early termination costs.

A majority of our client contracts provide that the client may terminate the contract without cause prior to the
end of the term of the agreement by providing us with relatively short prior written notice of the termination
and without significant early termination costs. As a result, the existence of contractual relationships with our
clients is not an assurance that we will continue to provide services for our clients through the entire term of
their respective agreements. If clients representing a significant portion of our revenue terminated their
agreements unexpectedly, we may not be able to replace the revenue and income from such contracts, which
would adversely affect our business, results of operations and financial condition. In the event of contract
termination on short notice, we may be unable to reassign our IT professionals to new engagements without
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delay. The cancellation of an engagement could, therefore, reduce the utilization rate of our IT professionals,
which would have a negative impact on our business, results of operations and financial condition. In addition,
client contract terminations could harm our reputation which could negatively impact our ability to obtain new
clients.

If the pricing structures that we use for our client contracts are based on inaccurate expectations and
assumptions regarding the cost and complexity of performing our work, our contracts could be unprofitable,
which could adversely affect our business, results of operations and financial condition from operation.

We perform our services primarily under time-and-materials contracts {where materials costs consist of travel
and out-of-pocket expenses}. We charge out the services performed by our employees under these contracts
at daily or hourly rates that are agreed to at the time the contract is entered into. The daily or hourly rates and
other pricing terms negotiated with our clients are highly dependent on the complexity of the project, the mix
of staffing we anticipate using on it, internal forecasts of our operating costs and predictions of increases in
thase costs influenced by wage inflation and other marketplace factors. Our predictions are based on limited
data and could turn out to be inaccurate. Typically, we do not have the ability to increase the daily or hourly
rates established at the outset of a client project in order to pass through to our client increases in salary costs
driven by wage inflation and other marketplace factors.

In addition to our time-and-materials contracts, we undertake some engagements on a fixed-price basis.
Revenue from our fixed-price contracts represented 15.6%, 20.3% and 25.1%, 30.7% of total revenue for the
years ended December 31, 2015, 2016, 2017 and 2018, respectively. In the future, the share of total revenue
which will be derived from fixed-price contracts may increase if we secure large fixed-price engagements. Our
pricing in a fixed-price contract is highly dependent on our assumptions and forecasts about the costs we will
incur to complete the related project, which are based on limited data and could turn out to be inaccurate. Any
failure by us accurately to estimate the resources and time required to complete a fixed-price contract on time
and on budget or any unexpected increase in the cost of our employees assigned to the related project, office
space or materials could expose us to risks associated with cost overruns and could have a material adverse
effect on our business, results of operations and financial condition. In addition, any unexpected changes in
economic conditions that affect any of the foregoing assumptions and predictions could render contracts that
would have been favorable to us when signed unfavorable.

If we are not successful in managing increasingly large and complex projects, we may not achieve our
financial goals and our results of operations could be adversely affected.

To successfully market our service offerings and obtain larger and more complex projects, we need to establish
close relationships with our clients and develop a thorough understanding of their operations. In addition, we
may face a number of challenges managing larger and more complex projects, including:

+ maintaining high-quality control and process execution standards;

*  maintaining planned resource utilization rates on a consistent basis;

+ maintaining productivity levels and implementing necessary process improvements;
¢ controlling costs;

* maintaining close client contact and high levels of client satisfaction.

Qur ability to successfully manage large and complex projects depends significantly on the skills of our
management personnel and IT professionals, some of whom do not have experience managing large-scale or
complex projects. In addition, large and complex projects may involve multiple engagements or stages, and
there is a risk that a client may choose not to retain us for additional stages or may cancel or delay additional
planined engagements. Such cancellations or delays may make it difficult to plan our project resource
requirements. If we fail to successfully obtain engagements for large and complex projects, we may not achieve
our revenue growth and other financial goals. Even if we are successful in obtaining such engagements, a
failure by us to effectively manage these large and complex projects could damage our reputation, cause us to
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lose business, impact our margins and adversely affect our business, results of operations and financial
condition.

Our profitability could suffer if we are not able to maintain favorable pricing rates.

Our profitability and operating results are dependent on the rates we are able to charge for our services. Qur
rates are affected by a number of factors, including:

* our clients’ perception of our ability to add value through our services;

*  our competitors’ pricing policies;

«  hid practices of clients and their use of third-party advisors;

e the mix of onsite and offshore staffing;

« employee wage levels and increases in compensation costs, including timing of promotions and annual pay
increases;

*  our ability to charge premium prices when justified by market demand or the type of service;

+ general economic conditions.

if we are not able to maintain favorable pricing for our services, our profitability could suffer.

If we are unable to collect our receivables from, or invoice our unbilled services to, our clients, our results of
operations and cash flows could be adversely affected.

Our business depends oh our ability to successfully obtain payments from our clients of the amounts they owe
us for work performed. We evaluate the financial condition of our clients and usually bill and collect on
relatively short cycles. We maintain provisions against receivables and unbilled services based on our
assassment of the risk of non-collection. Actual losses on client balances could differ from those that we
currently anticipate and as a result we might need to adjust cur provisions. There is no guarantee that we will
accurately assess the creditworthiness of our clients. Macroeconomic conditions, such as a potential credit
crisis in the global financial system, could also result in financial difficulties for our clients, including limited
access to the credit markets, insolvency or bankruptcy. Such conditions could cause clients to delay payment,
request modifications of their payment terms or default on their payment obligations to us, all of which could
increase our receivables. Timely collection of fees for client services also depends on our ability to complete
our contractual commitments and subsequently bill for and collect our contractual service fees. If we are
unable to meet our contractual obligations, we might experience delays in the collection of or be unable to
collect our client balances, and if this occurs, our results of operations and cash flows could be adversely
affected. In addition, if we experience delays in billing and collection for our services, our cash flows could be
adversely affected.

Our revenue, operating results or profitability may experience significant variability and our past results may
not be indicative of our future performance.

Our operating results may fluctuate due to a variety of factors, many of which are outside of our contral. As a
result, comparing our operating results on a period-to-period basis may not be meaningful. You should not rely
an our past results as an indication of our future performance.

Factors that are likely to cause variations include:

s the number, timing, scope and contractual terms of business transformation projects in which we are
engaged;

+ delays in project commencement or staffing delays due to difficulty in assigning appropriately skilled or
experienced IT professionals;

* the accuracy of estimates of resources, time and fees required to complete fixed-price projects and costs
incurred in the performance of each project;
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s changes in pricing in response to client demands and competitive pressures;

+ changes in the allocation of onsite and offshore staffing;

« the business decisions of our clients regarding the use of our services;

« the ability to further grow revenue from existing clients;

» the available leadership and senior technical resources compared to junior engineering resources staffed
on each project;

»  seasonal trends, primarily our hiring cycle and the budget and work cycles of our dients;

* delays or difficulties in expanding our operational facilities or infrastructure;

» the ratio of fixed-price contracts to time-and-materials contracts in process;

+ employee wage levels and increases in compensation costs, including timing of prometions and annual pay
increases;

« unexpected changes in the utilization rate of our IT professionals;

s unanticipated contract or project terminations;

* the timing of collection of accounts receivable;

* the continuing financial stability of our clients; and

* general economic conditions.

In addition, such variability could make it difficult to make aceurate financial farecasts, which could materially
adversely affect our business, financial condition and results of operations.

We have incurred, and may continue to incur, share-based incentive expenses which could adversely impact
aur net income.

We have issued warrants under our equity incentive plans and entered into certain other share-based incentive
arrangements in the past, as a result of which we have recorded €1.1 million, €1.0 million, €0.7 million and €0.3
million as share-based compensation expenses for each of the years ended December 31, 2015, 2016, 2017
and 2018, respectively.

IFRS prescribes how we account for share-based incentive arrangements, which could adversely or negatively
impact our results of operations or the price of our Class A ordinary shares. IFRS requires us to recognize share-
based payments as compensation expense in the statement of operations based on the fair value of equity
awards on the date of the grant, with compensation expense recognized over the period in which the recipient
is required to provide service in exchange for the equity award. The expenses associated with share-based
incentives may reduce the attractiveness of issuing equity awards under our equity incentive plan. However, if
we do not grant equity awards, or if we reduce the number of equity awards we grant, we may not be able to
attract and retain key personnel, if we grant more equity awards to attract and retain key personnel, the
expenses associated with such additional equity awards could materially adversely affect our results of
operations. In addition, the issuance of equity-based compensation would result in additienal dilution to our
shareholders.

Our computer networks may be vuinerable to security risks that could disrupt our services, and we could be
held liable for damages or our reputation could suffer from security breaches or disclosure of confidential
information or personal data.

We are dependent on information technalogy networks and systems to process, transmit and securely store
electronic information and to communicate among our locations around the world and with our clients. Qur
information technology networks may be vulnerable to unauthorized access, computer hackers, computer
viruses, worms, malicious applications and other security problems caused by unauthorized access to, or
improper use of, systems by third parties or employees. A hacker who circumvents security measures could
misappropriate proprietary information, including persanally identifiable information, or cause interruptions or
malfunctions in our operations. In addition, many of our engagements involve projects that are critical to the
operations of our clients’ businesses. The theft and/or unauthorized use or publication of our, or our clients’,
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confidential information or other proprietary business information as a result of such an incident could
adversely affect our competitive position and reduce marketplace acceptance of our services. Although we
intend to continue to implement security measures, any faifure, unauthorized access or breach of the networks
or computer systems used by us or aur clients could result in a claim for substantial damages against us and
significant reputational harm, regardless of our responsibility for the failure, unauthorized access or breach.

In addition, we often have access to or are required to manage, utilize, collect and store sensitive or
confidential client or employee data, including personal data. As a result, we are suhject to numerous U.S. and
non-U.S. laws and regulations designed to protect this information, such as the Eurapean Union Directive on
Data Protection and various U.S. federal and state laws governing the protection cf personal data. To protect
proprietary information and other intellectual property, we require our employees, independent contractors,
vendors and clients to enter into written confidentiality agreements with us. If any person, including any of our
employees, negligently disregards or intentionally breaches contrals or procedures with which we are
responsible for complying with respect to such data or otherwise mismanages or misappropriates that data, or
if unauthorized access to or disclosure of data in our possession or control occurs, we could be subject to
liability and penalties in connection with any violation of applicable privacy laws and/or criminal prosecution,
as well as significant liability to our clients or our clients’ customers for breaching contractual confidentiality
and security provisions or privacy laws. These risks will increase as we continue to grow and to store and
process increasingly large amounts of our clients’ confidential information and data and host or manage parts
of our clients” husinesses, especially in industries involving particularly sensitive data such as the financial
services industry and the healthcare industry.

As eybersecurity threats rapidly evolve in sophistication and become maore prevalent across the industry
globally, the associated risks described above may increase. Our {and our third party providers’) information
technology systems and networks likely will be subject to advanced computer viruses ar other malicious codes,
unauthorized access attempts, denial of service attacks, phishing and other cyber-attacks. Given that the
techniques used in cyberattacks change frequently and may be difficult to detect for periods of time, we {and
our third party providers) may face difficulties in anticipating and implementing adequate preventative
measures or mitigating harms after such an attack. We cannot guarantee that our security efforts or the
security effarts of our third-party providers will prevent breaches or failures of our or our third-party providers'
databases or systems. Unauthorized disclosure of sensitive or confidential client or employee data, including
personal data, whether through breach of computer systems, systems failure, employee negligence, fraud or
misappropriation or otherwise, could damage our reputation and cause us to lose clients. Similarly,
unautharized access to or through our information systems and networks or those we develop or manage for
aur clients, whether by our employees or third parties, could result in negative publicity, legal liability and
damage to our reputation, which could in turn have a material adverse effect on our business, results of
operations and financial condition.

Our international operations involve risks that could increase our expenses, adversely affect our resuits of
operations and require increased time and attention from our management.

We have operations and serve clients across Eurcpe and North America and in other jurisdictions around the
world including China, India, Singapore, Australia, Argentina and Ukraine. As a result, we may be subject to
risks inherently associated with international operations, including fluctuations in foreign exchange and
inflation rates, international hostilities, natural disasters, security breaches, and failure to maintain compliance
with our clients’ contrel requirements. Qur global operations alsg expose us to numerous and sometimes
conflicting legal, tax and regulatory requirements, and violations or unfavorable interpretation by the
respective authorities of these regulations could harm our business, results of operations and financial
condition. In addition, emerging markets generally involve greater financial and operational risks than more
mature markets such as the United States and Europe. Negative or uncertain political climates in countries or
geographies where we operate could also adversely affect us.

On March 20, 2017, we executed a purchase and sale agreement to acquire certain business operations in

Ukraine. In recent years, military activities in Ukraine and on its borders, including Russia asserting control over
and declaring its annexation of the Crimean region, have combined with Ukraine’s weak econamic conditions
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