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In the first three quarters of financial year 2019/ 20, the LiveChat Software Group made PLN 94.9 million in revenues and PLN 46.9

million in consolidated net income. These results are approximately 18.8% and 11.5% higher, respectively, than the results recorded in

the corresponding period of the previous year. In the 3rd quarter of the financial year alone, the consolidated revenues of the Group rose

by 16.5% year over year to PLN 32.4 million, and net profit grew by15.1%, reachingPLN 15.8 million.

Similarly to the previous quarters, this improvement stems from factors such as the larger number of customers using the $­ª°J«ÉŻ´

solutions (primarily LiveChat and ChatBot) and higher ARPU (averagemonthly revenue per user) for LiveChat relative to the previous

year. The ARPU for the LiveChat solution grew in comparison with both the previous year and the preceding quarter. It also increased in

eachsuccessivemonth of the 3rd quarter (similarly to the preceding three months).

In recent periods, the Group has significantly increased its employment. As of the end of the calendar year, it had 166 permanent

employees,as compared with 140 employees one year ago. The employment was increased in response to the challengesthe Company

and the Group are about to face. The higher number of employeesalso resulted from work on other products of the Company,marketing

duties (e.g. content creation) and development of new customer accesschannels. The Company now focuses on providing new functions

to the users of its solutions (e.g., so-called continuous chat) and developing new customer accesschannels(it has started building a sales

department in the USA).

Despite the increasedemployment and higher operating expensesrelated to the larger sizeof the organization, the Group maintains very

high operating margins and efficiently generates positive cash flows from operating activities. In the reporting period (1st to 3rd quarter

of the financial year), the grossmargin on saleswas 85.3%, the operating margin amounted to 61.4%, and the net margin was 49.4%. The

cashflows on operating activities amounted to PLN 51.4 million.

At the end of the 3rd quarter, the Group had PLN 39.4 million in cash. In January,the Company made the first advancepayment towards

the expected dividend. The Company reaffirms its dividend policy, providing for the allocation of the largest possible portion of net profit

to the shareholdersand advancepayments towards the expected dividend.

For a long time, the Company has observed a trend where the growth rate of LiveChat customers was significantly different from the

growth rate of revenues. This is caused by the fact that the lower growth rate of the number of customers is compensated for by the

rising ARPU (in the case of LiveChat) and growing revenues from other sources (e.g. ChatBot and marketplace). In response to this

situation, the Company stopped publishing monthly reports on the number of customers using the LiveChat product and replaced them

with reports showing the preliminary, estimated data on consolidated revenues.

At the beginning of 2020, the ChatBot solution reached one thousand paying customers. The solution is developed by the Company

using the model created as a result of past experiences with LiveChat, which is characterised, in particular, by scalability and low

customer acquisition cost. New subscription plans were also introduced for ChatBot in January. New customers were acquired for these

plans already during the first period in which they were effective, suggesting that ARPU will continue to rise in subsequent periods also

for ChatBot.

Commentary of the Management Board
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PLN

[PLN] Q1-3 2019/20 Q1-3 2018/19 Change

Net salesof products, goods and 
materials 94 853 380 79 875 386 +18,8%

EBITDA 62 359 677 54 606 175 +14,2%

Operating profit ( loss) 58 267 159 52 008 698 +16,1%

Gross profit (loss) 58 317 705 52 133 327 +12,0%

Net profit ( loss) 46 897 204 42 068 452 +11,5%

Net cashflow 6 806 012 4 336 160 +56,9%

cashflow from operating activities 51 398 337 46 356 145 +10,9%

cashflow from investing activities -8 284 824 -7 772 485 -

cashflow from financial activities - 36 307 500 -34 247 500 -

Number of shares 25 750 000 25 750 000 -

Profit (loss) per ordinary share 1,82 1,63 +11,6%

[PLN] 31 December 2019 31 March 2019 Change

Total assets 73 754 855 61 520 325 +19,9%

Liabilities and provisions 8 945 222 7 175 057 +24,7%

Long-term liabilities 3 808 404 10 243 -

Short-term liabilities 5 136 818 7 164 814 -28,3%

Net equity 64 809 633 54 345 268 +19,3%

Initial equity 515 000 515 000 -

Number of shares 25 750 000 25 750 000 -

BVPS 2,52 1,53 +64,7%

42 068 452

54 606 175

46 897 204

62 359 677

Net profit EBITDA

Q1-3 2018/19 Q1-3 2019/20
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In the 3rd quarter of the financial year, the Company has recorded an increase in the

number of customers. In the case of the LiveChat solution, the number of paying

customers as of the end of December was 28,620, as compared with 26,010 in the

preceding year, and the number of customers for ChatBot was 985 as compared with

319 one year earlier. The fairly weak results in December, when the Company recorded a

decline in the overall number of LiveChat customers, was due, in particular, to the length

of the trial period (14 days as opposed to the 30-day period in the previous year),

resulting in the accumulation of the seasonaldecreaseof the number of newly acquired

customers during a single month. The Company also recorded an increase of churn

(departure ratio) and smaller number of new customers from Australia (the third largest

market of the Company, after the USA and the UK, in terms of the number of customers

and generated revenue), which should most likely be attributed to the impact of fires on

that continent on e-commerce and SMEs (small and medium enterprises). In January

LiveChat returned to generating increasesin the number of clients and recorded a record

number of returns (returning clients), during which the number of ChatBot clients

exceededthe level of one thousand.

The number of clients alone is becoming a less and less important KPI for the Company.

For many months, revenues (adjusted for impact of currency exchange rate fluctuations)

have been growing faster (in terms of YoY dynamics) than the number of clients. This is

connected, among other things, with the fact that the $­ª°J«ÉŻ´offer is addressed to

businessclientsƉcompanieswith their own websites. Now, clients of LiveChat Software

have a choice among four different subscription plans. Final revenue per client depends

on the chosen plan and the number of purchased licences. Difference between revenues

generated by individual clients may be very high. Furthermore, the Company has been

working towards improving ARPU.

In July, the Company finalised the process of changing the free trial period for potential

LiveChat clients. A shorter trial period allows for faster assessmentof impact of changes

introduced to the product and the so-called on-boarding process (getting clients

acquainted with the product and its functionalities) on conversion and for more effective

management of paid campaigns. In June and July, one-off positive impact of shortening

the client conversion period by 16 dayswas observed.

On 2 July, the Management Board adopted a resolution on the second advance payment

towards expected dividends out of profits for the accounting year 2018/ 2019. As in the

caseof the first advancepayment, the payment value was PLN 0.54 per share.

4

Key events in the three months of the fiscal year

On 7 August, the Annual General Meeting of Shareholders made a decision on

distribution of profit for the last accounting year. In accordance with the

recommendation of the Management Board, it was decided to distribute unconsolidated

profit of LiveChat Software S.A., amounting to PLN 56,983,913.68, as follows: PLN

6,771,413.68 to the $­ª°J«ÉŻ´supplementary capital and PLN 50,212,500.00 for

payment of dividends to the shareholders,which means that the dividend per share was

PLN 1.95.

In September, the Company tested changes to the sales process, which translated into

reduced conversion during that month. The tested changes were not introduced

permanently and in the following months conversion came back to levels comparable to

the previous months.

On 22 October, the Company received ż.«T Æ TÄJӃ.«ºX³°³XºJº ­«Žof tax law provisions

relating to the corporate income tax and aspectsconnected with preferential taxation of

income generated by intellectual property rights (IP Box). In the interpretation, the

Director of the National RevenueInformation Servicestated that the $­ª°J«ÉŻ´position

presented in its request for interpretation of tax law provisions relating to the corporate

income tax, in respect of:

- determining whether the $­ª°J«ÉŻ´products (applications)described in the statement

of facts constitute qualified intellectual property rights within the meaning of Section

24d(2) of the Corporate Income Tax Act (Question No. 1)Ɖis correct;

- determining whether the $­ª°J«ÉŻ´income from individual applications will constitute

income from a qualified intellectual property right referred to in Section 24d(2) of the

Corporate Income Tax Act which may be taxed at the rate of 5% as income from a

qualified intellectual property right included in the sales price of the service (Question

No. 2):

- in the event that the monthly subscription fee is only a fee paid by the user for the

right to use a given applicationƉis correct;

- in the event that the highest-level subscription offers extended product support

including support of IT specialists,product training, a dedicated Key Account Manager

Ɖis incorrect ;

- calculation, according to the formula, of the Nexus indicator referred to in Section

24d(4) of the Corporate Income Tax Act (Question No. 4)Ɖis correct.
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The Company indicates that the statement of facts aspresented in the request related to

the following products: LiveChat, ChatBot and HelpDesk.

In another letter, the Tax Authority to issue anż.«T Æ TÄJӃ>XN­ªªX«TJº ­«Žin respect

of the following question:ż&­X´the $­ª°J«ÉŻ´manner of record-keeping as presented

in the statement of facts meet the requirements referred to in Section 24e of the

Corporate Income Tax NºŽ.

In the statement of reasons,the Authority stated that it żT­X´not deny that adoption by

the Applicant of accounting record-keeping allowing the Company to divide particular

income calculation items aspart of IP BOX, i.e. revenues and costs corresponding to each

qualified intellectual property right, will allow for avoiding unauthorised deduction of

incurred costs in the part in which they are not related to the qualified intellectual

property right, and nothing in the Corporate Income Tax Act prevents the Company from

applying accounting record-keeping of a qualified intellectual property right in order to

match particular costs or revenues with particular activity . However, an analysis of the

issue presented to the Authority for resolution in Question No. 3 in the context of the

cited rules of interpretation proceedings leads to the conclusion that it cannot be

analysedand assessedin such°³­NXXT «z´Ž.

On the basis of the received documents, as a result of an analysis of the revenue

structure, the Company assessesthat the preferential tax rate may apply to approx. 95%

of its revenues and is conducting a further analysis relating to the possible taking

advantageof the ż.;#­ÈŽprogramme.

In November, the Company announced partnership with PrestaShopƉEuropean leader

in open-source software solutions for e-commerce. As a result, PrestaShope-commerce

platform made the LiveChat solution available to nearly 40,000 online stores, directly

through the administration panel.

Around the end of December, the Company began internal tests followed by the żNӃ­´XT

MXºJŽphase of the żN­«º «Ä­Ä´N|JºŽfunction . The new function uses the back-end

capabilities of LiveChat 3, and it may be very important to many of the $­ª°J«ÉŻ´

customers. During the tests of that function, the Company also plans to include anż­°X«

MXºJŽstage,which will be intensively communicated to the customers.
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Key events in the three months of the fiscal year

In January, the Company announced the purchase of the livechat.com domain. The

value of the transaction was not disclosed in order to protect the interest of the

Company, which does not rule out further similar transactions in the future . In the

opinion of the Management Board, the acquisition of the domain will significantly

increase the marketing potential of LiveChat. This decision is also consistent with the

strategy of the Group, which previously purchased chatbot.com and helpdesk.com

domains.

At the beginning of January, the Company introduced a new pricing model for the

LiveChat product . The Pay per Seat model (where the customer could create an

unlimited number of accounts for the subscribers and pay for the maximum number

of people that could be logged into LiveChat at the sametime) was replaced with the

PPA (Payper Agent or Pay per Account) model. In the new model, the customer pays

for every created account. This change, however, does not apply to the existing

subscribers. This way, LiveChat pricing will be more intuitive (consistent with market

standards) and easier to compare with the offering of the competition . The first

observations of customer behaviours suggest that the new model has been accepted

by the customers. Thanks to that model the ARPU has also increased for new

customers, and it may have a positive impact on processesrelated to upselling in the

future .

In January, the Company announced that it broke the barrier of 1 thousand paying

customers using the ChatBot solution. In the case of that solution, the Company

made use of the experiences gained during the development of LiveChat, and it used

the same business model, which was characterised by a very low cost required to

reach and acquire new customers. New tariff plans have also been implemented for

ChatBot in January. At the moment, the pricing model is the same, including 4

subscription plans (Starter, Team,Businessand Enterprise). Customers were acquired

for the new Team and Business plans already during the first days following the

implementation of the model.
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Structure of the organization LiveChat Software

The diagram below presents the organizational structure of the LiveChat Software
Group:

.

LiveChat Software S.A. is a parent company which consists of itself and its wholly owned

US subsidiaryLiveChat, Inc. which is subject to full consolidation.

The Company hasno branch offices.

LiveChat Software S.A.

LiveChat Inc.

100%

Structure of LiveChat Software Capital Group

MANAGEMEND 
BOARD

Investor Relation
Department

Chief Technology 
Officer (CTO)

Product departments

Engineering teams

Chief Creative 
Officer (CCO)

Chief Operation
Officer (COO)

Department of 
operations

(incl. customer
support)

Chief Marketing 
Officer (CMO)

Marketing 
department

Chief Financial 
Officer (CFO)

Finance and 
administration

department
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The Company focuses on organic acquisition of new users for its products and this

applies both to LiveChat solution and to ChatBot, KnowledgeBase or HelpDesk. Its

clients originate from various sources, including Google search engine (SEOand content

marketing), LiveChat Partners Program or the collaboration with other tech companies

and mutual listing on Marketplace.

Description of the activities of LiveChat Software Group

LiveChat Software is a developer and a global provider of LiveChat software. Its

corporate portfolio includes also solutions such as ChatBot (a chatbot building platform),

HelpDesk (ticketing system)and KnowledgeBase(aknowledge baseapplication).

The Company is a developer and a distributor of products sold in a Software-as-a-Service

model), used in business-to-consumer (B2C) and business-to-business (B2B) text -based

communications. At present, LiveChat Software focuses on the development of new

products and on perfecting the ones already on the market, offering top-quality customer

service (users of LiveChat product can contact the Company on a 24/ 7/ 365 basis)and

the development of new customer acquisition channels.

The Company has a proven business model with a marginal, close to zero customer

acquisition cost. The relatively low level of recurring expensesand the marginal ultimate

variable cost of new clients coupled with the absenceof the need for additional CAPEX,

gives LiveChat Software a high degree of scalability of its businesswhile retaining strong

profit margins.

Leveraging the right marketing policy, including pricing, LiveChat product is addressed

primarily to SMEs,but the Company is also reaching out to corporations which operate

on a larger scale,through product development, introduction of new features and pricing

schemes. A progressive price list gives the Company an opportunity to generate higher

revenues from clients who use a greater number of LiveChat functionalities .

LiveChat Software also runs a number of other projects, whose joint trait is the potential

to accelerate customer acquisition growth rate. Its solutions are dedicated to business

users from all industries. At present, IT companies account for the greatest number of

clients. Other large sectors represented among clients include retailing, education,

marketing, gaming and gambling, automotive, entertainment, financial services, health

care and tourism.
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Description of +³­Ä°Ż´activities

https://www.knowledgebase.ai/
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LiveChat product is a tool for quick contact between clients and the Company using a

chat application embedded on the N­ª°J«ÉŻ´website. The solution is used mainly for

customer service and online sales.

The company offers mobile application and desktop versions of the product and it is also

possible to use it in a browser-based form. This gives users of the product an ability to

chat with clients virtually anywhere and anytime.

Examples of the °³­TÄNºŻ´use are very varied. LiveChat solution can facilitate sales

processes in e-commerce, serve as a recruitment supporting tool in education and HR

and as a contact channel in industries which require personalized communications, such

as real estate. The Company pays a lot of attention to insuring that the °³­TÄNºŻ´

implementation onNӃ X«º´Żwebsites, adopting it to NӃ X«º´Żneeds and the subsequent use

be simple and intuitive, despite the advanced functionalities it offers. The onboarding

process is also conducted in such a way, as to answer as many Ä´X³´Żquestions as

possible early on. Thanks to this approach, the product can be used by SMEs,but also by

large corporations.

The product offers numerous functionalities, not just facilitating conversation with

clients, but also making communications management easier. Users are offered features

which engage their clients (e.g. automatic invitations to start a conversation), a ticketing

system (which makes it possible for clients to leave a messageafter hours), tracking the

behavior of website visitors and an analytical panel. All the data collected using the

LiveChat application are an attractive source of knowledge, to be used in the sales,

service and customer support process.

The°³­TÄNºŻ´structure makesit possible for users to integrate it with other instruments,

vastly expanding its usability. Clients have at their disposal one-click integrations

(integrating the product with the specific tool virtually in a single click), or the more

advanced features which require the use of documentation provided by the Company,

e.g. the Application Programming Interface (API) and programming know-how. One of

the more interesting integrations is the ability to activate chatbots created using ChatBot

as part of the product . This gives companies the ability to communicate with clients both

using live agentsand AI-basedmechanisms.

8

LiveChat

https://www.livechatinc.com/
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The main activity on which LiveChat Software is focused now is to build a bigger
communication platform ƉLiveChat Platform and go beyond our flagship product .
The project aimis to create a business ecosystem around our products existing on the
market. It is supposed to accelerate the development of new solutions and to facilitate
the introduction of their new functionalities which would be introduced not only by
employeesof the Company, but also by external entities.
Thanks to the platform and tools available on it (instructions, API documentation,
examples of codes), everyone outside the Company will have an opportunity to create
their own extension or application based on LiveChat technology. In this way, it is
possible to introduce features that currently are not a part of product, but may be crucial
for some users.

At the moment, LiveChat Platform consists of: Developer Console and Developer
Platform (publicly launched in August 2017) as well as Marketplace with all created
applications (released in the LiveChat application and on our website). Through
the LiveChat Marketplace, application developers and add-ons will be able to share them
in a paid or free version with over 24.5 thousand companiesusing the product .

Currently, the Company is work ing on adding individual elements to the platform . One of
the key part of this project was a complete redesign of LiveChat application, in order to
prepare it for work in a partially 'open' model. The change process in the product began
in February 2018.

The ecosystem around the LiveChat solution does not only offer a change in the business
approach, but also activities extending the N­ª°J«ÉŻ´target groups. Thanks to the
platform and the products created through it, LiveChat is also promoted by external
developers,partners, other companiesor startups.

LiveChat as a communication platform

https://www.livechatinc.com/marketplace/
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ChatBot is a product which allows the creation of conversational chatbots to handle

various businessscenarios. Their main goal is to automate corporate communications and

to improve the effectiveness of customer service teams by addressing repeatable

customer inquiries. The solution, introduced to the market, fits into the $­ª°J«ÉŻ´

strategy to develop the offering of products for text -based customer communications.

At the same time it responds to the now popular trend towards automation of

communications using AI-basedmechanisms.

Bots are created by preparing a detailed tree-schemed script of the conversation.

The script is based on drag&drop method, it is simple and intuitive and thus is also

accessibleto people who lack specialistprogramming knowhow .

Chatbots developed by ChatBot are based on two phrase matching systems used in the

interaction with the client. The main one, machine learning, analyzesthe entire phrase and

the second is based on key words. They can be used alternately or even combined within

a singlescript.

ChatBot is integrated with the LiveChat solution, but also with other tools, such as

Facebook Messenger. Additionally, the user is able to connect their chatbot with

an internal system, making it possible to verify and transmit data acquired by the bot

during the conversation to other systems used by the Company. $|Jº#­ºŻ´integration

potential is virtually unlimited becausethe Company made available the J°°Ż´API.

ChatBot is sold without the use of a dedicated salesteam. The Company is promoting its

solutions using cost-free methods, growing its user baseorganically. The solution is on the

market since June 2017 (as an open beta version, as a complete product since February

2018). Its clients include Boston University, Kayak, Calgary or Velux. At present,

the Company is not reporting the number of active usersof this solution

For more information about the product, pleasevisit https://www .chatbot.com
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ChatBot

https://www.chatbot.com/
https://www.chatbot.com/
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HelpDesk is a solution that is supposed to support business communication with the

client through various channels. In particular, HelpDesk helps to manage the so-called

"Tickets", i.e. matters reported by clients via various text communication channels (e.g.

mail, live chat).

ƌThe product will be systematically expanded,and its vision ultimately assumesas much

automation of such processesaspossible. The functions offered by HelpDesk will include

support for team work , grouping and tagging of tickets, assessment of consumer

satisfaction, as well as reporting and data analysis. HelpDesk will be a competitive

solution for such products asZendesk,FreshDesk, ZOHO Desk, HappyFox, or HelpScout

and will constitute a valuable complement to the Company'soffer .

ƌThe commercial °³Xª ⱳ³Xof the HelpDesk had place on May 2019. The product is

offered through helpdesk.com.

ƌFor more information about the product pleaseseehttps://www .helpdesk.com

HelpDesk

https://www.helpdesk.com/
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The Company released this application in October 2017, initially as an open beta version

and then, in March 2018 as a fully -fledged, paid product . KnowledgeBase platform lets

companies create their own knowledge bases, which can be accessed by both their

employeesand clients.

Thanks to KnowledgeBase, articles relating to, for example, technical assistance,are all

gathered in one place. This way, an employee T­X´«Żºhave to switch between various

browser tabs to seek out an answer to the question while dealing with customer service,

but merely seeksout the information in the knowledge base. This boosts the efficiency of

the customer service and speeds up communications with clients. At the same time, it

lets clients seek out solutions to their problem by themselves. The application may be

integrated directly with LiveChat solution.

For more information about the product please see 

https://www.knowledgebase.ai

KnowledgeBase.ai

https://www.knowledgebase.ai/
https://www.knowledgebase.ai/
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Description of Group activities

The Company works in dedicated teams on additional activities contributing to the organic increase in the

number of clients:

LiveChat Partner Program - - the goalsof the program is to build new saleschannelsbasedon cooperation with

companiesfrom various industries or with freelancers. The program consistsof the following models:

Affiliate modelƉin which the partners receive a commissionfor eachproduct sold by them,

Solution partners Ɖ it assumes the possibility of including our product (and associated services) into

the partner's offer portfolio and independent pricing policy.

Actions taken in the project :

development of the website and the blog (to strengthen organic traffic and the number of entities interested in

cooperation),

development of the dashboard (partner interface) giving partners new functions and tools for creating and

managingLC licensescreated in this model,

Partner program API - giving the opportunity to track and optimize activity in the project and automate many

activities which take place within it .

Content marketing activities

LiveChat Blog monthly reaches100,000 UU,

The Company put a lot of energy into the content created on our site, which allows us to generate high traffic

to our websites and high positions in browsers.

Partnerships - activities includingcooperation with other companies creating software. They are based on

cooperation at various levels: mutual promotion , creation of joint integration , listing in supermarkets.

Cross-selling / Up-selling of out products - the Company has separated a pilot team that is responsible for

making LiveChat users fully take advantage of its additional options. This goal is achieved primarily through

up-sallingof new products additionally to the subscribed icence, e.g. ChatBot or paid add-ons from Marketplace

such as KnowledgeBase application or integration with Facebook Messenger. The undertaken activities help

the Company develop a portfolio of products that complement each other, comprehensively responding to the

needsof clients.

In the caseof up-selling, the team focuses primarily on activities that motivate current and active clients to use

upgraded plans and higher amount agent sites.

https://partners.livechatinc.com/
https://www.livechatinc.com/blog/























