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1 STATEMENT BY THE BOARD OF DIRECTORS OF SIRMA GROUP

HOLDING JSC

The present interim consolidated report of the
management of SIRMA GROUP HOLDING JSC covers
the period, ending on 31 March 2019 and was prepared in
accordance with the provisions of Article 39 of the
Accountancy Law and Art. 1000, para. 2 and 5 of the the
Public Offering of Securities Act (POSA), including also the
established events, occurring after the balance sheet date.
The structure of this report is in accordance with Appendix
9, 10 and Appendix 11 to Article 32a (2) of Ordinance No.
2 of the Financial Supervision Commission (FSC).

The board of directors of the holding confirms that:

- there were no irregularities in which managers or
employees were involved, which may be material to the
consolidated financial statements;

- all material transactions are duly accounted for and
reflected in the annual financial statements as at 31
December 2018;

- there is no actual or potential breach of laws and (or)
other regulatory provisions which would have a material
impact on the consolidated financial statements or could
serve as a basis for reporting contingent loss;

- there are no legal or other restrictions on the flow of
funds;

- there are no known trends, requests, commitments,
events or occasional circumstances for which there is
reason to expect that they may affect the company as a
whole.

This management report contains estimates and
information based on our beliefs and assumptions, using
currently available information about them. Any statements
contained in this report which are not historical facts are
predictions. We have based these statements on the future
of our current expectations, assumptions and predictions
about future conditions and events. As a result, our
predictions and information are exposed to uncertainties
and risks, many of which are beyond our control. If one or
more of these uncertainties or risks materialize or if the
underlying management assumptions prove to be
incorrect, our actual results may differ materially from
those described in the report. We describe these risks and
uncertainties in the report in the Risk Section.

This report includes IT industry statistics and global
economic trends which come from information published
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by sources including International Data Corporation (IDC),
a market information and information technology
consultant, telecoms and consumer technology markets;
Gartner, the European Central Bank (ECB); and the
International Monetary Fund (IMF). This type of data is
only the forecasts of IDC, the ECB, the IMF and other data
sources for the global economy and industry. SIRMA does
not guarantee any statistical information provided by
sources such as IDC, Gartner, ECB, IMF, or other similar
sources cited in this report. In addition, although we
believe that information from these sources is generally
reliable, this type of data is inaccurate. We warn readers
not to create unnecessary dependence on this data.

In our Interim Consolidated Management Report, we
analyze our business activities for the reporting financial
period as well as the current situation of Sirma Group
Holding. Starting from a description of our business,
economic environment and strategy, we present our
financial system and explain in detail our results and
operations as well as our financial position and net assets.
We also report on the various aspects of financial
sustainability of Sirma Group Holding and the expected
development of possible risks.

The financial information presented in the Sirma Group
Holding JSC report includes our separate financial
statements, our report to the Board of Directors and some
financial aspects derived from our management
accountability. The non-financial data presented in the
report includes aspects of intellectual, human and social
rights and relationships derived from our materiality
assessment.

Our annual consolidated financial statements have been
prepared in accordance with IFRSs. Internal control over
financial reporting ensures the reliability of the information
presented in the separate financial statements. Our Board
of Directors has confirmed the effectiveness of our internal
financial reporting.

All financial and non-financial data and information for the
reporting period is collected and / or reported by the
responsible business units.

The reporting period is the financial period ending on
31.03.2019. The report includes Sirma Group Holding JSC
and all subsidiary companies of the group without Flash
Media, Engview Systems Latin America, Eyebill
Interactive, Excell Management, e-Dom and GMG
Systems, which are excluded from consolidation due to
lack of relevance.
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2 ORGANIZATION AND WAY OF PRESENTATION

Sirma Group Holding JSC is a holding company that invests
in technological businesses, manages them strategically and
operationally, provides its subsidiaries with management,
administrative, marketing and financial services.

Over the years, Sirma has created over 20 companies,
investing in them a tremendous financial and human capital.

Sirma

Sirma
Solutions

Ontotext
USA

Sirma Group Holding
Www.sirma.com

Our strategy is to create businesses, incubate them and
develop them.

Generating robust growth, cost-effectiveness and consistent
business results are among the company's top priorities.

EngView
Systems

EngView
Systems
Latin
America
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Branches of the company

“Sirma Group Holding” JSC has no registered brancehs.

History and development of the company

“Sirma Group Holding” JSC is a holding company registered
on 25.04.2008 at the Registry Agency with UIC 200101236,
with head office: BULGARIA, Sofia (capital), Sofia
municipality, City Sofia 1784, Mladost area, bul. Tsarigradsko
Shosse, No 135.
The name of the company changed on 23.03.2009 from
"SGH" JSC to "Sirma Group Holding" JSC.

The object of the company is: ACQUISITIONS,
MANAGEMENT, EVALUATION AND SALE OF

Changes in the statement of activity

At the time of its incorporation, the company operated under
the following business activities: design, development,
marketing, sales, implementation, training and support of
software products and complete solutions, including software
project management, information and communication
technology consultancy services, accounting services, as
well as any other activity not prohibited by law.

On 23.03.2009 Sirma Group Holding changed its scope of
activity as follows: Acquisition, management, evaluation and
sale of participations in Bulgarian and foreign companies,
acquisition, evaluation and sale of patents, surrender of
licenses for use of patents of companies in which the holding
company participates, financing of the companies in which
the holding company participates, organization of the

CAPITAL

The share capital of the company amounts to 59,360,518
BGN, divided into 59 360 518 dematerialized shares with
nominal value of BGN 1.

History of Share Capital

History of changes in share capital

. The company was incorporated with BGN 50,000
of capital.

On 15.10.2008, after the adoption of three triple expert
appraisals of experts, the share capital was increased from
BGN 50,000 to BGN 77,252,478 through non-cash
contributions and issuance of new 77,202,478 shares. Non-
cash contributions are as follows:

1) 29 software modules worth 61,555,838 BGN,;

2) Non-monetary contribution representing real estate
amounting to 3 911 660 BGN:

Office building - offices, floor 3th and floor 5th of an
office building, located in Sofia, 135 Tsarigradsko shose

Sirma Group Holding
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PARTICIPATION IN BULGARIAN AND FOREIGN
COMPANIES, ACQUISITION, EVALUATION AND SALE OF
PATENTS, CESSION OF LICENSES TO USE PATENTS OF
COMPANIES WHICH THE COMPANY HOLDS, FINANCE
OF COMPANIES IN WHICH THE COMPANY
PARTICIPATES, ORGANIZATION OF ACCOUNTING AND
COMPILING FINANCIAL STATEMENTS UNDER THE LAW
OF ACCOUNTING. THE COMPANY MAY PERFORM
INDEPENDENT BUSINESS ACTIVITIES WHICH ARE NOT
PROHIBITED BY LAW.

accounting and preparation of financial statements under the
order of the Law for Accounting. The company may also
carry out its own commercial activity, which is not prohibited
by law.

From the establishment of the company until the date of this
document, Sirma Group Holding JSC:

* is not the subject of consolidation;
* no transfer or pledge to the enterprise;

* No claims have been filed for the opening of insolvency
proceedings of the company;

» There are no tenders from third parties to the Company or
from the Company to other companies;

Blvd., owned by “Sirma Group” AD, a company registered in
the Commercial Register at the Registry Agency UIC
040529004, with headquarters and address of management
in Sofia, Mladost district, 135 Tsarigradsko shose Bivd.,
accepted as shareholder in “SGH” AD by decision of the
General Meeting of “SGH” JSC from 10.07.2008

3) Non-cash contribution representing shares of 11 734 980
BGN:

O A total of 81,690 shares of the total amount of
11,734,980 BGN (143.6526 BGN per share) of the capital of
"Sirma Group" JSC, registered in the Commercial Register at
the Registry Agency UIC, 040529004

On 22.10.2010. as a result of the decision of the regular
annual general meeting of the Company's shareholders, a
reduction of the capital of Sirma Group Holding JSC from
77 252 478 BGN to 73 340 818 BGN was recorded through
the cancellation of 3 911 660 shares with a par value of one
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BGN each. The Company's capital was reduced on the basis
of Art. 200, para. 2, in conjunction with Art. 187f, par. 1, item
2n of the Bulgarian Commercial Law.

During the transformation, entered in the Commercial
Register on 23.10.2014, the Company's capital is reduced to
49 837 156 through the cancellation of 23 503 662 shares.
This decrease is a result of the estimated fair value of the

shares of Sirma Group Holding JSC by three independent
apprasers. The shareholder structure of the Company does
not change as the shareholder structures of the transforming
and that of the newly established companies are mirrored.

On 30.10.2015, after a successful initial public offering, the
capital was increased to 59 360 518 BGN by issuing 9 523
362 new shares with nominal value per share 1 BGN and
issue value 1,20 BGN.

Information on the terms of any vesting rights and / or liabilities for statutory but unissued capital

Sirma Group Holding JSC does not have information about the terms of any acquisition and / or liabilities for statutory but unissued

capital.

3 STRUCTURE OF SHARE CAPITAL AND MANAGEMENT BODIES

3.1. Capital structure

As of 31.03.2019 the distribution of the share capital of Sirma Group Holding is as follows:

31.03.2019 31.12.2018

BGN '000 BGN '000

Share capital 59 361 59 361
Number of shares (par value of 1.00 BGN) 59 360 518 59 360 518
Total number of registered shareholders 1038 1041
Including legal entities 51 48
Including Individuals 987 993
Number of shares held by legal entities 11912 471 10 747 462
% of capital of legal entities 20,07% 18,11%
Number of shares held by individuals 47 448 047 48 613 056
% of capital held by individuals 79,93% 81,89%

Sirma Group Holding 6
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% shareholding

Shareholders N:t?;?:; ZI N:t?;?:; ZI N\?EITJTEI Value % with deducted

31.03.2019 31.12.2018 (BGN) (BGN)  Shareholding ’ep“mhases%gr";g

Atanas Kostadinov Kiryakov 2887524 2887524 1 2 887 524 4,86% 4,90%
Veselin Kirov Antchev 4700 786 4700 786 1 4700 786 7,92% 7,98%
Tsvetan Borisov Alexiev 4 865 753 4 865 753 1 4 865 753 8,20% 8,26%
Chavdar Velizarov Dimitrov 4 750 786 4 750 786 1 4 750 786 8,00% 8,07%
Yavor Liudmilov Djonev 1392 746 1392 746 1 1392 746 2,35% 2,37%
Georgi Parvanov Marinov 5269 748 5269 748 1 5269 748 8,88% 8,95%
Krasimir Nevelinov Bozhkov 1749 161 2596 821 1 1749 161 2,95% 2,97%
Ognyan Plamenov Chernokozhev 3741620 3741620 1 3741620 6,30% 6,35%
Vladimir lvanov Alexiev 2177 583 2177 583 1 2177 583 3,67% 3,70%
Rosen Vasilev Varbanov 2156 687 2156 687 1 2156 687 3,63% 3,66%
Peter Nikolaev Konyarov 1271910 1271910 1 1271910 2,14% 2,16%
Emiliana llieva llieva 2268 790 2343 985 1 2268 790 3,82% 3,85%
Elena Yordanova Kozuharova 776 579 948 250 1 776 579 1,31% 1,32%
Ivo Petrov Petrov 886 300 835 800 1 886 300 1,49% 1,51%
Stanislav Ivanov Dimitrov 649 868 649 868 1 649 868 1,09% 1,10%
Expat Bulgaria SOFIX UCITS ETF 977 907 977 907 1 977 907 1,65% 1,66%
_Fr(r’;nnsdfg?r‘r’]';:iz;Educa“"”a' 1227 961 1301 855 1 1227 961 2,07% 2,09%
"NN Universal Pension Fund" 2 434 539 2 434 539 1 2 434 539 4,10% 4,13%
UPF "Doverie" JSC 802 126 802 126 1 802 126 1,35% 1,36%
UPF "DSK Rodina" 747 036 747 036 1 747 036 1,26% 1,27%
UPF “Pension Insurance Institute” 715 810 664 190 1 715 810 1,21% 1,22%
"Mandjukov" Ltd. 960 000 960 000 1 960 000 1,62% 1,63%
Unicredit Bulbank Austria 813 659 296 649 813 659 1,37% 1,38%
Other 11 135 639 10 586 349 1 11 135 639 18,76% 18,91%
Total 59 360 518 59 360 518 59 360 518 100% 100%

As of 31.03.2019 “Sirma Group Holding” JSC posses repurchased 474 724 own shares.

SHAREHOLDERS HOLDING MORE THAN 5% OF THE COMPANY'S CAPITAL ARE:

% of capital with

deducted repurchased

own shares
Shareholders Number of shares at 31.03.2019 % of capital
Veselin Antchev Kirov 4700 786 7,92% 7,98%
Tsvetan Borisov Alexiev 4 865 753 8,20% 8,26%
Chavdar Velizarov Dimitrov 4750 786 8,00% 8,07%
Georgi Parvanov Marinov 5269 748 8,88% 8,95%
Ognyan Plamenov Chernokozhev 3741 620 6,30% 6,35%

Sirma Group Holding
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% of capital with
deducted repurchased

own shares
Shareholders Number of shares at 31.12.2018 % of capital
Veselin Antchev Kirov 4700 786 7,92% 7,98%
Tsvetan Borisov Alexiev 4 865 753 8,20% 8,26%
Chavdar Velizarov Dimitrov 4 750 786 8,00% 8,07%
Georgi Parvanov Marinov 5269 748 8,88% 8,95%
Ognyan Plamenov Chernokozhev 3741620 6,30% 6,35%

Insofar as it is known to the Company, indicate whether the company is directly or indirectly owned or controlled and by whom and
how the nature of that control and the measures introduced are introduced to avoid abusing such control.

The Company is not aware to be directly or indirectly owned or controlled.

Description of any arrangements known to the Company, the operation of which may at any subsequent date result in a change in
the control of the Company

The Company is not aware of any arrangements the effect of which could lead to a change in the control of Sirma Group Holding
JSC in the future.

3.2 Management authorities

Sirma Group Holding has a one-tier management system - Board of Directors.

The Board of Directors as of 31.03.2019 includes the following members:

Chavdar Velizarov Dimitrov

Tsvetan Borisov Alexiev

Atanas Kostadinov Kiryakov

Georgi Parvanov Marinov

Tsvetomir Angelov Doskov

Sasha Konstantinova Bezuhanova - independent member

Petar Borisov Statev - independent member

Yordan Stoyanov Nedev - independent member

Method of determining the mandate of the Board of Directors: 2 years from the date of entry of their election.

Current term of the Board of Directors is until: 27.07.2019

The jurisdictions of the management

The competences of the management are in line with these listed in the Commercial Law, the Statute and the POSA.

Stock options of the company

As of the date of this report, no options are available to the members of the Board of Directors on shares of the Company.

Rights of the members of the BD to acquire shares and bonds of the company

The rigts of the members of the BD to acquire shares in the company are regulated in the legal framework. The company does not
have a bond issue.

Sirma Group Holding 8
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Committees in The Company

Sirma Group Holding JSC creates the following internal committees, which are assigned to manage the respective activities at the
operational level, as well as to propose decisions to the Board of Directors of the company:

1. Investment and Risk Committee, composed of: 3. Information Disclosure Committee, composed
of:
Yordan Nedev — chairman Tsvetan Alexiev — chairman
Tsvetan Alexiev — member Radka Peneva — member
Radka Peneva — member Stanislav Tanushev — member
Georgi Marinov — member Chavdar Dimitrov — member

Atanas Kiryakov - member

2. Remuneration Committee, composed of: 4. Audit Committee, composed of:
Georgi Marinov — chairman Angel Petrov Kraychev - chairman
Petar Statev — member Alexander Todorov Kolev - member
Yordan Nedev — member Emilian Ivanov Petrov — member

Accepted internal normative documents

In 2015 the company adopts the necessary internal documents related to the company's working and management processes and
fulfillment of its obligations as a public company:

° Good Corporate Governance Program:;

° Operating Rules of the Board of Directors:;

. Instructions and clarifications on the obligations and responsibilities of internal insiders:;
° Special code of conduct for financial and accounting positions.

All documents are publicly available on the company's website:
https://www.sirma.bg/investors/koprnopamuegHo-ynpasneHue/KoprnopamugHu-0oKyMeHmu/

THE PARTICIPATION OF MEMBERS OF THE BOARD OF DIRECTORS IN THE CAPITAL OF THE COMPANY IS AS
FOLLOWS:

Shareholders
%

Number of shares at  Number of shares Nominal Value % shareholding

31.03.2019 at 31.12.2018 VALUE Shareholding  With deducted

et e (BGN) (BGN) repurchased

own shares
Atanas Kostadinov Kiryakov 2887 524 2887 524 1 2 887 524 4,86% 4,90%
Georgi Parvanov Marinov 5269 748 5269 748 1 5269 748 8,88% 8,95%
Tsvetan Borisov Alexiev 4 865 753 4 865 753 1 4 865 753 8,20% 8,26%
Chavdar Velizarov Dimitrov 4750 786 4750 786 1 4750 786 8,00% 8,07%
Petar Borisov Statev 10 100 10 100 1 10 100 0,02% 0,02%
Yordan Stoyanov Nedev 3433 3433 1 3433 0,01% 0,01%
Total 17 787 344 17 787 344 17 787 344 29,96% 30,21%
CEO of Sirma Group Holding is Tsvetan Borisov Alexiev.
Sirma Group Holding 9
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REMUNERATION OF THE MEMBERS OF THE BOARD OF DIRECTORS OF SIRMA GROUP HOLDING JSC

Board Member Company Sums for the period 01.01.2019 -31.03.2019 (BGN)
Atanas Kostadinov Kiryakov EngView Systems Sofia 150
Ontotext 5673

Sirma Al 65 757

Sirma Group Holding 4 500

Sirma Solutions 1500

Georgi Parvanov Marinov EngView Systems Sofia 25722
Sirma Business Consulting 1500

Sirma Group Holding 4 500

Yordan Stoyanov Nedev Sirma Group Holding 17 670
Sirma Medical Systems 300

Petar Borisov Statev Sirma Group Holding 4500
Sasha Konstantinova Bezuhanova Sirma Group Holding 4 500
Tsvetan Borisov Alexiev Daticum 60
EngView Systems Sofia 150

Ontotext 273

Sirma Al 1227

Sirma Business Consulting 3000

Sirma Group Holding 34 500

Sirma Solutions 31 368

Tsvetomir Angelov Doskov Sirma Business Consulting 32 565
Sirma Group Holding 4 500

Chavdar Velizarov Dimitrov Daticum 60
EngView Systems Sofia 17 280

Sirma Group Holding 13 988

Sirma Medical Systems 300

Total 275542

Information on the contracts of the members of the administrative, management or supervisory bodies
with the company providing severance pay

In the contracts of the members of the board of directors, both with the Company itself and with subsidiaries of the Company, where
such contracts are available to them, no benefits have been provided upon termination of their contracts.

Information on the company's audit committee or remuneration committee, including the names of the
members of the committee and a mandate summary by which the committee functions

At the General Meeting of the Shareholders of the Company held on 14.06.2016 an Audit Committee was appointed (according to
the requirements of paragraph 1, item 11, letter "a" of the FIA) consisting of:

Angel Petrov Kraychev - chairman
Alexander Todorov Kolev - member

Emilian Ivanov Petrov — member

The mandate of the Audit Committee is 3 (years).

Sirma Group Holding 10
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Statement on whether the company complies or does not to the regime for corporate governance

In view of the fact that Sirma Group Holding JSC is entered in the Register under Art. 30, para. 1, item 3 of FSCA, kept by FSC, the
Company has implemented a Program prepared in accordance with internationally recognized standards for good corporate
governance. In accordance with the provision of Art. 100n, para. 4, item 3 of POSA, the financial statements of Sirma Group Holding
JSC comply with its Program for the application of internationally recognized standards for good corporate governance and
maintains its accounting policy in accordance with International Accounting Standards.

4 FUNCTIONING OF THE GROUP

The economic group of SIRMA GROUP HOLDING includes Group companies have a common strategic framework,
the parent company and its subsidiaries and associates - all corporate values, financial and accounting policies, a vision
of them operating in the IT sector. The Group functions as a of good corporate governance and staff policy.

typical holding structure with the organization, coordination
and subordination of the companies characteristic of a similar
structure.

Subsidiaries of "Sirma Group Holding" JSC

val fth Percentage Percentage

alue ot the of capital Value of the of capital Chan
i ) " ; ) " ges
investmentat Percentage .y oisted investment L eCMA%e i adjusted

Company 31.03.2019 o;lcgg ggllgt repurchased at 31.12.2018 %,flcfg ggllgt repurchased (i,n
(in BGN’000) e own shares  (in BGN’000) e own shares BGN’000)
at 31.03.2019 at 31.12.2018
Sirma Solutions 39 311 77,71% 82,43% 39 311 77,71% 82,43% 0
Sirma Al 7 035 100,00% 100,00% 7 035 100,00% 100,00% 0
Sirma Medical Systems 66 66,00% 66,00% 66 66,00% 66,00% 0
Sirma Group Inc. 3471 76,16% 76,29% 3471 76,16% 76,29% 0
Sirma ClI 106 80,00% 80,00% 106 80,00% 80,00% 0
Ontotext 17 865 87,65% 90,44% 17 865 87,65% 90,44% 0
Engview Systems 50 72,90% 72,90% 50 72,90% 72,90% 0
Total 67 904 67 904 0
Subsidiaries of “Sirma Solutions”
Value of the Value of the

investment ~ Percentage  investment  Percentage  Changes
at 31.03.2019 of capital at  at 31.12.2018 of capital at

31.03.2019 31.12.2018
Company BGN '000 BGN '000 BGN '000
Sirma Business Consulting 1374 54,08% 1374 54,08% 0
Daticum 1394 60,50% 1394 60,50% 0
S&G Technology Services Ltd., UK 117 51,00% 117 51,00% 0
Sirma ISG 0 71% 0 71% 0
Sirma ICS 270 90,00% 270 90,00% 0
Total 3155 3155 0
Sirma Group Holding 11
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Subsidiaries of “Sirma Al”

Value of the  Percentage  Value ofthe  Percentage  Changes
investment  of capital at  investment  of capital at
at 31.03.2019  31.03.2019  at 31.12.2018  31.12.2018

Company BGN '000 BGN '000 BGN '000

Ontotext USA 30 100,00% 0 0% 30

Subsidiaries of “EngView Systems Sofia’

Value of the Percentage of Value of the Percentage of Changes

investment at capital at investment at capital at

31.03.2019 31.03.2019 31.12.2018 31.12.2018
Company BGN '000 BGN '000 BGN '000
EngView Systems Latin America 7 95% 7 95% 0
EngView USA 9 100% 9 100% 0
Total 16 16 0

Associated companies of "Sirma Group Holding"

Value of the  Percentage of  Value of the Percentage of  Changes
investment at capital at investment at capital at
31.03.2019 31.03.2019 31.12.2018 31.12.2018

Company BGN '000 BGN '000 BGN '000
GMG Systems (IN LIQUIDATION) 150 19,93% 150 19,93% 0
E-DOM MANAGEMENT 7 35,00% 7 35,00% 0
Total 157 157 0

Associated companies of “Sirma Solutions’

Value of the Percentage of Value of the Percentage of
investment at capital at investment at capital at
31.03.2019 31.03.2019 31.12.2018 31.12.2018
Company BGN '000 BGN '000
SEP Bulgaria 0 6,50% 0 6,50%
EYE BILL INTERACTIVE 0 34% 0 34%
EXCELL MANAGEMENT 0 34% 0 34%
Flash Media 0 50% 0 50%
Sirma Group Inc. 916 23,71% 916 23,71%
Sirma Mobile 15 40% 15 40%
Total 931 931

For more information about the companies within Sirma Group see Appendix 1.

The Company is not aware of any arrangements the effect of which could lead to a change in the control of Sirma Group Holding
JSC in the future.

Sirma Group Holding 12
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5.1 THE BUSINESS

Established in 1992, Sirma has become one of the largest IT
companies in the region for 25 years, owning a range of
proprietary, innovative technologies, a diverse product
portfolio and growing market share in Europe and North
America.

Sirma owns software solutions for a wide range of
businesses with a focus on the development of cognitive
technologies (Al). The Group has diversified market
exposure exclusively to the private sector with a stable
customer portfolio. Sirma's products are concentrated in the
most promising and high-tech areas - financial technology,
semantics, industrial software, 10T, computer vision,
telemedicine. In 2017, as part of its renewed strategy, the
group began a focused effort to build cross-selling capacity,
updated its sales and marketing model in line with the global
trends - Software as a Service model.

Sirma is a globally recognizable company in semantic
technology and among the top 10 worldwide in the areas of
Graph Databases (GrpahDB), Text Analysis, Data Detection,
and Federationing (Bloor, 2016). One of Sirma's products -
EngView Package Designer Suite CAD is part of the design
and packaging solutions of world leaders in the printing
industry. The Holding is one of the regional leaders of the IT
market, with 60% of the operators in the financial sector
being its clients. Sirma is a top class regional cloud service
provider with Class 4 Data Center licensed to store data from
the Bulgarian National Bank and other organizations
requiring increased data security. Through one of its
companies, the Holding is the leader in the SaaS delivery to
insurance brokers. Sirma has a strong presence on the US
market by running a huge number of IT consulting projects.
The group has a broad partner and distribution ecosystem in
over 50 countries around the world.

Some of Sirma's unique advantages are:
. The Best RDF Triplestore in the World;

. Top Text Analitycs Engine for Business (used by
BBC, AstraZeneca, Ministry of Defense, USA);

. Face recognition technology - among the top 10
worldwide;

» Extensive expertise in news and social media analysis;

« Extensive expertise in creating Chatbot and Al Assitant
applications.

In 2017, the group developed its 5-year "Sirma 2022
Strategy". Sirma focuses on the process of transforming
organizations into ‘intelligent organizations." We have
technology and know-how for all stages of this transition -
from data collection - internal, external, structured,
unstructured, open, connected, "dark" etc., through the
development of models and knowledge repositories, the
development of analytical models and predictive models
based on artificial intelligence, to the provision of "human"
interfaces of the next generation.

Sirma Group Holding
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The main elements of the Strategy are:

» Technological transformation through concentration of R&D
and core cognitive technology in the SENPAI (Sirma
ENterprise Platform with Al) - a cloud based platform with a
new level of artificial intelligence (cognitive computing),
allowing the intelligent evolution of organizations in
everything;

* Increasing the commercialization of technologies;

» Expansion and technological leap in Sirma's product
portfolio through:

o Cloud base;
o Development of new products with a cognitive element;

o Integration of the existing portfolio with the SENPAI
cognitive platform.

» Complementing the sales model - from predominantly on
premise to SaasS sales;

« Significant expansion of the distribution network and partner
ecosystem to improve the sales model - in addition to direct
sales and sales through a major affiliate distribution network,
including increasing OEM partnerships;

+ Organizational restructuring to implement the strategy.

The transition to the SaaS sales model, the increase of
cognitive sales, combined with planned marketing and sales
investments will ensure a smooth and steady growth of
Sirma to a global level and an increase in the value of the
Group.

Our philosophy about our strategic technologies and
products is that we embody the sense of human thought -
perception, interpretation, forecasting and decision making.

By adopting the 2018-2022 Strategy, we began preparing for
its implementation. We provided debt finance to eliminate
minority holdings in Ontotext - a key company for the
Strategy implementation. We have developed detailed
development plans for both the cognitive core (SENPAI) and
the strategic verticals of the group. We have begun a
process of organizational and technological restructuring.
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5.2 Economic Trends

Economic Trends in Bulgaria

Interim Consolidated Management Reeort of Sirma Groue Holding for 91 2019

The main indicators of the economic environment that affect the Company's activity for the period 2016 - 2018 are presented in the

table below:

Indicator 2016 2017 2018

GDP in million BGN 92,196 98,631 107,925
Real GDP growth 3.6% 3.6% 3.10%
Inflation at the end of the year 0.1% 2.8% 2.70%
Average US dollar exchange rate for the year 1.768 1.74 1.66
Exchange rate of the US dollar at the end of the year 1.855 1.63 1.70
Average Macedonian Denar Exchange Rate for the Year 0.03 0.03 0.03
Macedonian denar exchange rate at the end of the year 0.03 0.03 0.03
Base interest rate at the end of the year 0.02 0 0
Unemployment (end of year) 8% 7.1% 6.1%

Development of the global economy and forecast for
2019

The global economic growth is weakening and is expected to
be 3.7% in 2018, according to an analysis of the IMF /IME
WEOQO, January 2019/. Growth will continue to slow down in
the coming years and is anticipated to be 3.5% in 2019 and
3.6% in 2020. In the same time the growth is not evenly
distributed around the Globe and hence the risks in
perspective are also growing.

Global growth expectations were decreased in 2018
following the negative impact of the new trade tariffs adopted
by USA and China. Global GDP is expected to slow its
growth to 3,5% in 2019 following the relatively weak data for
industrial production in the second half of 2018, which is
anticipated to continue in the upcoming quarters. The growth
in the developed economies is expected to be 2,3% in 2018
and to slow down to 2,0% in 2019 and 1,7% in 2020. The
decline in growth is due to anticipated decrease in the growth
in the Euro-area. The expectation for slower growth are also
valid for USA, where a growth of 2,5% is expected in 2019
and 1,8% in 2020. The GDP of Japan is expected to grow by
1,1% in 2019 and to slow to a 0,5% growth in 2020. The
developing markets are also expected to slow their growth -
4,6% in 2018 and 4,5% in 2019 and subsequent recovery to
4,9% growth in 2020.

The main risks to the global economy are the trade tensions,
the slow-down of the economy in Europe and the uncertainty
around Brexit.

Despite the slow-down, the growth of the global economy in
the coming years will be beneficial to the expectations for
development of the ICT industry, which is one of the key
factors for the global growth.

Sirma Group Holding
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The Industry of Sirma

The companies of Sirma Group Holding are specialized in
the information technology (IT) industry. Industry data is
typically combined with data for the “"communications
segment” as this segment is entirely IT-dependent. The
industry, respectively, acquires the name "Information and
Communication Technology" or abbreviated ICT. From the
wide variety of ICT segments, the Sirma group of companies
work mainly in the IT services (system integration segment,
infrastructure as a service, software as a service, software
maintenance, consulting) and business software (various
software products targeted at different business verticals and
custom software development). It is these segments,
according to a Gartner January 2019 study, which are
expected to be the leading segments of growth in the IT
industry over the next five years.

Forecast for the Global ICT Market in 2019 and until 2022

Gartner's expectations for the development of the ICT market
in 2019 remain optimistic. 2019 continues the trend which
started in 2017 of a boom in ICT spending in all segments,
leading to a 3.2% growth in 2019 on y/y basis, reaching the
record for the past ten years USD 3.8 trillion.

In the coming years, there is no major change in the
expenses for "Communication Services" and these will
remain at levels of about $ 1.4 trillion per year with a
relatively low annual growth rate of CAGR of 1.30% in 2019.
At the same time, they remain the largest single segment in
ICT spending for some years to come.

The most dynamically growing segments remain “Enterprise
Software” with an anticipated annual growth in 2019 of
8.50% and “IT Services” with anticipated annual growth in
2019 of 4.70%. In the following years both segments
preserve their leading (though more moderate) growth
among all other segments in the ICT sector. The total volume
of spending for the two segments is anticipated to exceed
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that of the leader of the ICT sector — “Communication
services” in 2019, when spending of the two segments will
reach USD 1.461 billion, while spending for “Communication
services” is expected to be about USD 1.417 billion in 2019.

The two segments are not only the most dynamic in their
growth, but also demonstrate the most sustainable growth
over the period until 2022. CAGR for the period 2017 — 2022
is anticipated to be 8.25% for the segment ,Enterprise
software® and 4.97% for the segment ,IT services®, with the
average CAGR for the ICT sector being 3.28% and 4.25% for
the IT sector respectively.

Reasons for the Market Growth During in 2019

In their analysis (December 2018) Gartner illustrate the main
drivers of growth in 2019 by breaking down the traditional
five segments into about 20 sub-segments. The anticipated
growth of global ICT spending for 2019 is 3.2% comprises of
a diverse mix of components, all having various growth
expectations. Some of the sub-segments are expected to
grow at triple the rate of the global average. Such is the sub-
segment of ,Enterprise Application Software”, which is
expected to grow by 10.3%. The sub-segment “Consulting” is
expected to grow by some 8.3%, and ,Infrastructure
Software” will grow by 6.8%. ,Cloud Infrastructure and
Services” supply a considerable portion of ICT spending and
in 2019 are expected to grow by 4%. This is a component of
the segment ,IT Services". At the other end of the spectrum
are the “Communication Services” and various sub-segments
of ,Devices” — ,PC and Tablets“ with a growth of only 0.5%,

5.3.Information in Q1 2019

IMPACT OF EXCLUSIVE FACTORS

JPrinters* with a decrease of 0.7% and ,External Storage®
with a decrease of 0.9%.

Geographic Distribution of the IT Spending and Regional
Growth in 2019

ICT spending and its anticipated growth in 2019 remain very
diverse in the various geographic regions. Gartner (webinar
December 2018) describes the inputs of various countries to
the anticipated growth of the ICT sector of 3.2% in 2019.
Strong growth, which is sometimes double that of the global
average, is anticipated in South-east Asia. The market in
India is leading with anticipated growth of 7% in 2019,
however it has a relatively modest volume. The growth of ICT
spending in 2019 in China is expected to be 5.5%, and
although the volume of the market is smaller than that of
USA, the total input of China to global spending is the
second highest in the world, for an individual country. USA is
the undisputed leader in ICT spending, contributing about
40% of the global market, where we can expect an annual
growth in 2019 of 3.8% (above the global average). Europe
is the second largest regional ICT market in the world,
tagging behind North America. ICT spending in the various
European countries also marks growth, however it is
considerably lower than the global average in the sector:
Germany 2.4%, UK 1.9%, ltaly 1.6%, France 1.3% and
Russia 1%. The study suggests that ICT spending in the
remaining East European countries will even decrease in
2019. As the main reason behind the poor performance of
Europe, Gartner points again to the uncertainty surrounding
BREXIT and the subsequent restraint in spending and

The information in this report is not affected by the presence of exceptional factors.

SUMMARY INFORMATION RELATING TO THE STATE OF WHICH THE COMPANY DEPENDS ON
PATENTS OR LICENSES, INDUSTRIAL, COMMERCIAL OR FINANCIAL CONTRACTS OR FROM

NEW PROCESSING PROCESSES

Sirma Group Holding is not dependent on patents or
licenses, industrial, commercial or financial contracts, as well
as new production processes.

For all employees of the Company, it has the appropriate
licenses for operating systems and application software for
PCs and servers required for the normal workflow.

INFORMATION, CONCERNING SIGNIFICANT FACTORS, INCLUDING NON-ORDINARY OR RARE
EVENTS OR NEW DEVELOPMENTS, THAT EXPRESSLY RENDER THE INCOME OF THE

COMPANY'S ACTIVITY

There are no significant factors, including unusual or rare
events or new developments that materially affect the
Company's revenue and future investments.

g Sirma Group Holding
Www.sirma.com
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SIGNIFICANT CHANGES IN NET SALES OR REVENUES DISCLOSED IN THE ACCOUNTS

Significant changes in net sales or earnings reported in the
Company's accounts detailed in Section 7.1 of this Report
are observed during the period considered.

INFORMATION ON GOVERNANCE, ECONOMIC, FISCAL, MONETARY POLICY OR POLITICAL
COURSE OR FACTORS THAT SIGNIFICANTLY HAVE BEEN CONCERNED OR MAY
CONTRIBUTE TO SIGNIFICANT, DIRECT, OR CONSEQUENTIAL ACTIVITY OF THE COMPANY

During the period under review, there were no factors of The main factors that may affect the Company's operations
government, economic, fiscal, monetary or political factors and how it manages the risk are described in the Risk
that had a significant impact on the company's operations. Factors of this document.

5.4. Major news in Q1 2019

Information on key events and business news in Q1 2019 can be found in Appendix 3.

5.5. Key legal information in Q1 2019

Transactions with shares for the period 01.01.2018 - 31.12.2018:

- A Purchase of "Ontotext" from “Sirma Al”

On 18 January 2019, a contract was concluded on the grounds of Art.15 of the Commercial Act and a decision of the General
Meeting of Shareholders of Ontotext JSC, by which the commercial enterprise of Ontotext JSC, as a set of rights and obligations
and factual relations created by realization of its previous business activity was sold to Sirma Al JSC for a price equal to the net
asset value, according to the balance sheet of the company as at 17.01.2019 - BGN 21 249 612,89.

- Sale of a separate part of ,,Sirma Solutions“ to ,,Sirma Al“

On 23 January 2019, a contract was signed under which the subsidiary Sirma Solutions transferred the ownership right to a separate
part of its trading company Sirma Solutions, UIC 040529004 as a separate set of rights, obligations and factual relations , created in
the course of his previous commercial activity to Sirma Al, for a price of BGN 20 912 384.19 (twenty million nine hundred and twelve
thousand three hundred eighty four and four hundred levs). In the separate part of the enterprise are included assets - software
modules, contracts with receivables on them and employees.

- Sale of a separate part of ,,Daticum* to ,,Sirma Al“

On 7 March 2019, a contract was signed under which the subsidiary “Daticum” transferred the ownership right to a
separate part of its trading company “Daticum”, UIC 200558943, as a separate set of rights, obligations and factual relations,
created in the course of his previous commercial activity of “Sirma Al”, for a price of BGN 1 241 786.93 (one million two hundred and
forty thousand and one thousand seven hundred and eighty-six leva and 93 st.). In the separate part of the enterprise are included
assets - cloud platform and employee liability.

g Sirma Group Holding 16
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Litigation for the period 01.01.2018 - 31.12.2018:
“Sirma ISG” OOD against Tianko Sashkov Latev

Claims amount: 69 162,19 levs of which::

- 50 000 levs - filed as a partial claim for compensation for damages, expressed as expenses incurred from a total amount due
from 311 524 levs

- 11 162,19 levs - representing indemnity for damages, expressed as unaccountable material means
- 8 000 levs - representing damages in the form of the lost benefit

Grounds for claims: Art. 45 of the LOC in relation to Art. 145 TL, Art. 36 LPC and Art. 142 TL
There are no lawsuits filed against the company for the period.

5.6 Information for contracted large transactions in Q1 2019

In Q1 2019, the company made several large contracts with customer and subcontracts, in connection with the new strategy of the
Group:

Purchases:

* Deal 1 for BGN 2 077 thousand
* Deal 2 for BGN 1 195 thousand
* Deal 3 for BGN 899 thousand

Sales:

* Deal 1 for BGN 2 145 thousand
* Deal 2 for BGN 1 769 thousand
* Deal 3 for BGN 1 330 thousand

5.7 Information of the used financial instruments Q1 2019

In Q1 2019 the company has not used any financial instruments.

5.8 R&D activity of the company in Q1 2019

The strategy for growth and development of Sirma Group Holding JSC forsees the concentration of the intellectual property of the
Group in the Holding company. This concentration also implies the concentration of the Group's research and development activities
at Sirma Group Holding JSC. Implementation of this process started in 2018. Head of research and development of Sirma Group
Holding JSC is the member of the Board of Directors Mr. Atanas Kiryakov.

The total value of the investments made in research and development in Q1 2019 amounts to BGN 697 thousand.

5.9 Possible futuRe development of the company

In 2019, Sirma Group Holding will updated "Growth and Development Strategy”, which covers the future development of the
company by 2022.

5.10 Contracts under Art.240b of the Commerical Code in 2018

During Q1 2019 the company has not been notified for contracted transactions with the members of the Board of Directors or parties
related to them, which fall outside the line of activity of the company or the terms of which differ substantially from the current market

g Sirma Group Holding 17
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6 RESULTS BY COMPANY

6.1 DATICUM

e  https://www.daticum.com/

e Datium JSCis a subsidiary of Sirma Solutions AD

° Capital: BGN 2 302 049 divided into 2 302 049 registered materialized shares with a nominal value of BGN 1 with the right
to vote, the right to dividend and a liquidation share according to the participation in the capital. Sirma Solutions JSC holds

1 392 740 shares or 60.5% of the capital.

In the beginning of 2009, Daticum was transformed from a
business unit of Sirma Solutions AD into an independent
company, attracting financing from Asarel Medet AD.

The company operates as a center for reliable data storage
from the highest possible generation. The main services it
provides are cloud services, including public and private,
colocation,  hosting, virtualization, hardware rental,
communications and network services, the construction and
operation of backup data centers, archiving and storage of
information, provision of services for building and
maintenance of hardware and software systems, building of
data centers, system integration, building of test
environments, etc.

The robust expertise in the field of building and providing
public and private cloud computing platforms has contributed
to the growth of the company's business and has a positive
impact on both revenue and profits. In 2018, Datium
designed and successfully migrated computational activities
from conventional architecture to cloud platforms for multiple
customers, as well as customers who have decided to
purchase the necessary computing equipment
independently.

Daticum is certified by Microsoft and has the right for
Bulgaria to provide the full range of Microsoft products, paid
on a monthly basis according to the customer's requirement
(Certified Microsoft SPLA Provider). All customers can rent
any Microsoft product from Daccum for as long as they need
this product and use storage volume and computational
resources which they actually consume. This partnership
opens the possibility for all developers and system
integrators who operate on the territory of Bulgaria and use
Microsoft products in their solutions to be able to provide
these solutions to their clients as a service in the only legal
way possible, namely through a Miocrosoft SPLA partner on
monthly basis, without having to invest in tangible fixed
assets for computational resources or purchase of licenses.

Daticum is certified as VMWare Service Provider, which also
provides it with the only legal opportunity to provide public
cloud services as well as private cloud rental solutions using
the latest VMWare technology.

Daticum is increasingly reoriented from a company providing
basic collocation services to client equipment, to a company
providing services on a monthly basis with high added value.

MAIN MARKETS:

Bulgaria, North and South America, Europe

Sirma Group Holding
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MAIN CLIENTS:

The main clients of the company are the following industries -
insurance, ICT, utilities, media and information services,
industrial production, wholesale and retail, transport and
courier services.

MAIN COMPETITORS:

Neterra OOD, Evolink AD, Teleponet OOD, 3D EAD and
international companies providing cloud services such as
Amazon, Rhapssey, Microsoft, IBM and others.

BUSINESS MODEL OF THE COMPANY.

The Company's core business model is to build infrastructure
to provide computing resources for data processing and
storage and to provide these resources for a fee to a wide
range of customers who prefer not to maintain such
infrastructure or have a temporary need for these resources.

RESOURCES OF THE COMPANY

The company has the necessary resources and is able to
invest in the development of its business without using debt
capital.

NEW PRODUCTS, NEW BUSINESS OR BUSINESS
MODELS FOR THE PERIOD.

The company focused on consolidating its market positions
and expanding its laaS and PaaS cloud services. Thanks to
our partners, we can now offer a new Remote Backup as a
Service, through which we can back up our data center data
from client servers and end user devices regardless of their
geographic location. In the next reporting period, we will
develop and offer a Key Management Software as a Service
in relation to meeting GDPR requirements. Along with the
increasing tendency of customers to use leased computing
resources on a monthly use basis, there is a similar tendency
on the part of the company's suppliers to switch to business
models for the provision of licenses and services based on
monthly consumption.

HR POLICY.

Preserve current staff. Maintaining and increasing its
qualification through training, courses and participation in
affiliate programs. We perform a selective increase in staff,
following requirements arising from the increase in the

18


https://www.daticum.com/

Interim Consolidated Management Report of Sirma Group Holding for Q1 2019

volume of activity. Staff costs are rising in line with an
increase in business volumes by up to 10-15% per year.

DATICUM IN Q1 2019

BUSINESS DEVELOPMENT IN Q1 2019 AND
REALIZATION OF THE INVESTMENT PLAN

- Closed partnership contracts with two IT new
entrant companies for the Bulgarian market, which provide
services to large Bulgarian and international companies, for
the use of the resources of Daticum in the solutions provided
by them.

- Expanded and upgraded the back-up storage
capacity of Daticum, aiming at the improvement of the back-
ucp service for our clients.

NEWS

- The migration process from the system of one of
our partners to the cloud platform of Daticum, for our new
clients continued,

FINANCIAL RESULTS

- Launch of the new Daticum service — Daticum C2,
which provides a client console for the administration and
management of cloud resources.

IMPORTANT EVENTS

Certification under ISO/IEC 9001:2015;
Certification under ISO/IEC 27001:2013;
Certification under the additional standard ISO/IEC
27018:2014 for the implementation of the common
measures for control and personal data protection
regulations.

FORECAST FOR 2019

We anticipate the continuation of our long term growth
of revenue in the range of 15-20% compared with
2018.

Cloud services will continue to mark a two digit growth
The internet services are expected to mark a 30%
growth for 2019 compared with 2018.

The Colocation services of Daticum are also expected
to grow in 2019, although at a slower pace than the
cloud and internet services.

31.3.2019 3?1113222001% Change Change
BGN '000 BGN '000 %
Revenues 1727 501 1226 244, 71%
EBITDA 296 228 68 29,82%
Depreciation (66) (62) (4) 6,45%
Net Result 228 164 64 39,02%
EBITDA margin 17,14% 45,51% -28,37% -62,34%
Net Profit margin 13,20% 32,73% -19,53% -59,67%
Sales per share 0,7502 0,2176 0,53 244,71%
EPS 0,0990 0,0712 0,03 39,02%
ROE 0,0719 0,0558 0,02 29,02%
Total Assets 3769 4624 (855) -18,49%
Intangibles - 1242 (1 242) -100,00%
Book value 3169 1699 1470 86,52%
Equity 3169 2941 228 7,75%
Total Liabilities 600 1683 (1083) -64,35%
Interest bearing - - - n/a
DIE 0,1893 0,5723 -0,38 -66,91%
ROA 0,0605 0,0355 0,03 70,56%
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6.2 SIRMA SOLUTIONS

° http://www.sirmasolutions.com

e  Sirma Solutions is a subsidiary of Sirma Group Holding JSC

e  Capital: BGN 35 370 800

. Shares:

e  Ordinary, Number: 3 444 366, Nominal: BGN 10 Rights: Every ordinary share entitles one vote to the general meeting
of shareholders as well as a right to dividend and a liquidation quota proportional to the nominal value of the share.

. Class A, Number: 15 000, Nominal: BGN 10 Rights: Class A shares are preferred non-voting shares with a
guaranteed dividend amounting to 12% of the nominal value.

e Class B, Issue: 77 714, Nominal: BGN 10 Rights: Class B shares are right and have a voting right and a liquidation

quota in proportion to the nominal value of the share.

The company owns 193 667 units. own shares with nominal value of each share BGN 10

SIRMA SOLUTIONS IN Q1 2019:
General information

Sirma Solutions JSC is a global provider of complex software
systems, IT consulting and system integration, in various
industrial verticals. Founded in 1992, the company is the
largest in Sirma Group Holding JSC. Since its inception,
Sirma Solutions has developed organically, thanks to the
unique combination of innovative spirit, solid technology
expertise and business flair.

The company specializes in the creation of corporate
software systems and solutions, system integration and IT
consulting for both specific industries and multi-industrial
solutions. Sirma Solutions JSC is among the leading
Bulgarian software developers, thanks to its excellent
reputation, proven expertise and comprehensive know-how
used in software product development and the successful
implementation of numerous complex projects for clients on
a regional and global scale.

Sirma Solutions also specializes in hardware delivery,
infrastructure development, cloud services and virtualization.

The company maintains excellent relationships with leading
software and technology vendors for the fastest growing
industries, as well as independent software companies. Also,
there are excellent interactions with the other holding
company, which ensures the successful realization of
projects, regardless of the degree of complexity. Depending
on the size and complexity of a project, the company has
access to an expanded range of resources from over 500
people.

Sirma Solutions is Microsoft Gold Partner, IBM Advanced
Partner, Oracle Gold Partner, HP Preferred Gold Partner,
and so on. The company is certified to 1ISO 9001: 2015 and
ISO 27001: 2005 to meet the regulatory and contractual
requirements in terms of security and data integrity and IT
management.

Sirma Group Holding
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Business activity of Sirma Solutions in Q1 2019

During Q1 2019 4 major divisions were active in the
company:

e  System Integration
e  US Software Consulting
e  European Projects

° Government Sector

SYSTEM INTEGRATION

in the past quarter, the division has achieved its revenue
goals, and has revealed several interesting opportunities on
which we work hard to win new contracts.

in the first quarter, several interesting projects happened,
marking only some of them with a volume of more than 1
million bgn:

- we have concluded a new 3-year data center
customer support contract in the uk.

- we have delivered a heterogeneous server farm in
germany as our client.

- we have built and delivered a test and simulation
center for intelligent city management for our client in
bulgaria.

- we supplied system software for a database and
applications of a bulgarian state organization.
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US SOFTWARE CONSULTING

In the first quarter of 2019 we have four new contracts - with
uBeam, Oasis. AutoSoft, which are new clients and
Mascoma Bank, which is expanding our existing business
relationship.

We believe that our existing contracts have a low to medium
risk of continuity, or in other words, we do not expect existing
customers to change our services with other competing
companies, so we think the risk of losing existing projects is
up to 20%. It is important to note that our business is mostly
small to medium and start-up companies, which are
themselves risky.

EUROPEAN PROJECTS

In the first quarter, the division managed to successfully
complete a Metro project, where it delivered a workable
loyalty system solution that was realized through acoic. The
unit continued to work on a project with Raiffeisen Bank,
developing an integration application for the systems in the
bank. Parallel to this, work on UK projects continued:
consultancy services in the world of insurance at KBC
Ireland, implementation of IRIS in the Bank of Ireland, and
work on the integration of CIBank and UBB.

FINANCIAL RESULTS

31.3.2019

31.3.2018/

GOVERNMENT SECTOR

The most serious challenge for the division in the first quarter
of 2019 continued to be the work on the huge multi-year
project with the EEA and Norway Grants Financial
Mechanism Office as well as the other projects won in
2017/2018 as the 3 year renewal project The rating system
of the higher education institutions of the Ministry of
Education and Science and the preparation of annual ratings
of the professional fields in the HEI in the Republic of
Bulgaria, the project for the upgrade of the overall
information system and electronic services of the NCSRP,
With the service business and financial processes of the
Musikutator and others.

During the period, the project for upgrading the project
management system of OSI-Sofia was successfully
completed.

Also in parallel with the above activities, the efforts continued
to find new projects, with tenders and project proposals being
submitted under several procedures.

31.12.2018 Change Change
BGN '000 BGN '000 %
Revenues 10 825 7 656 3169 41,39%
EBITDA 233 623 (390) -62,60%
Depreciation (207) (299) 92 -30,77%
Net Result 60 621 (561) -90,34%
EBITDA margin 2,15% 8,14% -5,98% -73,55%
Net Profit margin 0,55% 8,11% -7,56% -93,17%
Sales per share 0,3349 0,2369 0,10 41,39%
EPS 0,0019 0,0192 -0,02 -90,34%
ROE 0,0012 0,0128 -0,01 -90,35%
Total Assets 58 376 59 096 (720) -1,22%
Intangibles 6714 21326 (14 612) -68,52%
Book value 41 791 27 119 14 672 54,10%
Equity 48 505 48 445 60 0,12%
Total Liabilities 9871 10 651 (780) -7,32%
Interest bearing 1916 1962 (46) -2,34%
D/E 0,0395 0,0405 -0,001 -2,47%
ROA 0,0010 0,0105 -0,01 -90,22%
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6.3 SIRMA Al AND ONTOTEXT USA

e Sirma Al is a Daughter company of Sirma * Class A, Number: 13 902, Nominal
Group Holding JSC BGN 10
° Share Capital: BGN 1 410 460.
° Shares: Sirma Group Holding owns 100% of the capital of the
° Ordinary Shares, Number: 127 144, company.
Nominal: BGN 10, available, with voting
rights, dividend and liquidation share.

Conditions for the business development in 2019

In the first quarter of 2019 there were no major changes in
the industries where the company operates.

New clients, projects, products and services in Q1 2019
On the basis of ongoing projects, deals and active trading
opportunities, the most interest is shown by the following
industries: financial services, machine building (aviation and
automotive) and automation, business information
publishers, pharmaceuticals and the public sector.

New:

- Clients: During the first quarter of 2019 the
substantial new contracts closed, are with old

The leading product of Ontotext GraphDB retains and further clients.

develops its position as one of the global leaders on the L )
graph database market. - Products: Sirma Al launched a new version of
GraphDB (8.8). The most important new feature is
the enrichment of the capabilities for finding a

In February, the “Graph Database Market Update 2019” was A )
semantic relation.

published by analysis company Bloor - one of the most
profound analysis of graph databases which compares their
capabilities using multiple criteria. Among 9 other - Services: No new services were launched in this
competitors, Ontotext GraphDB is ranked 2nd in terms of quarter.

supported languages and standards, and third in terms of

analytical capabilities. Important events in Q1 2019

Regional and international factors, reflected on the e The most important events have been

business of the company stated above as new clients, products

Sirma Al's main markets are the United States and the UK. and services.

Over 90% of the company's revenue comes from large ° Representatives of the company

multinational companies that are poorly influenced by participated in the W3C Workshop on

regional factors. No shocks related to Brexit are expected. Web Standardization for Graph Data on
the 4" of March in Berlin. Sirma Al was
also a sponsor of the event;

Business development in 2019 and realization of the
investment plan

During the first quarter of 2019, Sirma Al developed
according to its business plan. Revenues, after consolidation
of Ontotext USA, amounted to 22% of the target for the year
- a result within expectations, given the seasonality of the
business. Over 40% of the target earnings for the year have
been realized.

At the same time, new orders in the first quarter reached
BGN 3.7 million (34% of the annual target), which provides
good prerequisites for stable revenue growth within the year.

Sirma Group Holding
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New contracts in Q1 2019

A new contract for analysis of text information for the oil and
gas market with a leading rating agency was closed.

Forecast for 2019

Main financial goals:
° Revenue above BGN 10 million;
e  EBITDA above 20%;
o Investments in product development
BGN 1.2 million;
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FINANCIAL RESULTS

SIRMA Al

Change Change

31.3.2019 31.3.2018/

BGN '000 31.12.2018 BGN '000 %
Revenues 1822 20 1802 9010,00%
EBITDA 812 (11) 823 n/a
Depreciation (192) (564) 372 -65,96%
Net Result 616 (191) 807 n/a
EBITDA margin 44,57% -55,00% 99,57% n/a
Net Profit margin 33,81% -955,00% 988,81% n/a
Sales per share 13 0 12,78 9010,00%
EPS 4,3688 -1,3546 5,72 n/a
ROE 0,1606 -0,0500 0,21 n/a
Total Assets 76 012 25855 50 157 193,99%
Intangibles 67 461 25 412 42 049 165,47%
Book value (63 626) (21 591) (42 035) 194,69%
Equity 3835 3821 14 0,37%
Total Liabilities 72177 22034 50 143 227,57%
Interest bearing 850 542 308 56,83%
D/E 18,8206 5,7666 13,05 226,38%
ROA 0,0081 -0,0074 0,02 n/a
ONTOTEXT USA

Change Change

31.3.2019 31.3.2018/
BGN '000 31.12.2018 BGN '000 %
Revenues 301 232 69 29,74%
EBITDA (18) (19) 1 -5,26%
Depreciation - - - n/a
Net Result (18) (20) 2 -10,00%
EBITDA margin -5,98% -8,19% 2,21% -26,98%
Net Profit margin -5,98% -8,62% 2,64% -30,63%
Sales per share 10 8 2,30 29,74%
EPS -0,6000 -0,6667 0,07 -10,00%
ROE 0,1333 0,1709 -0,04 -22,00%
Total Assets 370 377 @ -1,86%
Intangibles (136) (117) (19) 16,24%
Book value (135) (117) (18) 15,38%
Equity 506 494 12 2,43%
Total Liabilities - - - n/a
Interest bearing -3,7481 -4,2222 0,47 -11,23%
DIE -0,0486 -0,0531 0,004 -8,30%
Sirma Group Holding 23
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ROA 301

69 29,74%

6.4 ONTOTEXT

° http://www.ontotext.com

° Ontotext is a subsidiary of Sirma Group Holding JSC

e  Share Capital:BGN 16 068 801
Shares: 16 068 801
Classes of shares:

CLASS A 1, Number: 4 187 087, Nominal value: BGN 1 -
materialized with right to vote, dividend, different economic
rights incl. the right to a different liquidation share upon

FINANCIAL RESULTS

termination of the company depending on its market
capitalization and different share of the income from the sale
of shares, etc. economic rights..

ORDINARY, Number: 11 038 684, Nominal: BGN 1 -
materialized, with voting rights, dividend, liquidation quota,
right of first refusal, right of access

ONTOTEXT

Change Change

31.3.2019 31.3.2018/
BGN '000 31.12.2018 BGN '000 %
Revenues 199 1859 (1 660) -89,30%
EBITDA 26 1073 (1047) -97,58%
Depreciation (58) (323) 265 -82,04%
Net Result (32) 737 (769) n/a
EBITDA margin 13,07% 57,72% -44,65% -77,36%
Net Profit margin -16,08% 39,64% -55,73% -140,56%
Sales per share 0,0124 0,1157 -0,10 -89,30%
EPS -0,0020 0,0459 -0,05 n/a
ROE -0,0015 0,0345 -0,04 n/a
Total Assets 21344 21772 (6 428) -23,15%
Intangibles - 13949 (13 949) -100,00%
Book value 21337 7 420 13917 187,56%
Equity 21337 21 369 (32) -0,15%
Total Liabilities 7 6403 (6 396) -99,89%
Interest bearing - 179 (179) -100,00%
D/E 0,0003 0,2996 -0,30 -99,89%
ROA -0,0015 0,0265 -0,03 n/a
Sirma Group Holding 24
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6.5 ENGVIEW SYSTEMS SOFIA

° EngView Systems Sofia JSC is a daughter company of Sirma Group Holding JSC

. Capital : BGN 68 587.

Shares: 68 587 ordinary named voting shares, with right to dividend and liquidation share, proportional to the

participation in the capital.

Sirma Group Holding owns 50 000 shares or 72,9 % of the company capital.

EngView Systems Sofia JSC is a joint-stock company,
member of Sirma Group Holding JSC, with main activity -
development of software products and services in the field of
two main vertical markets:

» Packaging industry. The products developed by the company
are based on propietory innovative technology for variation
and parametric CAD / CAM and are designed for automation
and optimization of the production processes, mainly
connected with packages and displays of different sheet
materials.

* Quality control of serial production in various industries,
mainly related to machine building, mechanics, aluminum and
plastic parts, etc. In this field, the company develops entirely
proprietary market solutions as well as technological solutions
designed for specific measurement machines for the main
strategic partner - QVI.

ENGVIEW SYSTEMS IN Q1 2019

CONDITIONS FOR BUSINESS DEVELOPMENT IN Q1
2019

In the packaging industry, in recent years, there has been a
trend towards an ever wider penetration of digital technologies
for the production and optimization of business processes. The
beginning of 2019 does not differ in this respect. Although a
large share of packaging production remains in established
offset printing, the spread of digital technology is growing at an
increasing pace, and more and more companies are investing
in digital printing and manufacturing machines. There are also
new niche markets related to personalization, small drawings
of cardboard and corrugated packaging, advertising products
and better visualization of selected brands (racks) or whole
structures, stands for exhibitions, shows, printed and cut from
thick materials (Rigid Board). In Europe and the United States,
there is a tendency for the input and production of materials
and products that are directly related to nature conservation
and are environmentally friendly, easy to recycle and process.

This also determines the prevailing investments in the
packaging industry - alongside those in machines, companies
in different niches also look for solutions to save time and
resources, modernize their production to improve their

Sirma Group Holding
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competitiveness, and follow the modern technologies which
allow the seamless improvement of customer relationships and

optimization of the order channels. Such solutions are the
Internet  and  cloud-based  solutions  for  customer
communications and shortening of the web-to-pack cycle,
which is made possible in combination with the new digital
technologies.

On the market for technology for serial quality tracking,
technological dynamics are smaller, but there may also be
trends towards ever more intensive integration between classic
measurement technologies and communication, mobile,
information, internet / cloud-based technologies which allow
the speeding up of the transfer, storage and processing of
information received by the measuring machines and as a
result - increasing the efficiency and reliability of the quality
tracking systems.

EngView Systems successfully develops its products in its two
major strands for the packaging and the video measurement
industries. In recent years, the company has invested in the
development of new products, based on its already realized
products and the accumulated knowledge and expertise in the
serviced niches. They meet the latest trends, as well as
customer requirements for high quality software, capable of
accelerating production rates, increasing sales through
optimizations and supporting additional processes. The main
products of the company which we are working on in recent
months are the Packaging Suite, ScanFit & Measure, m-
caliper and packGATE.

REGIONAL AND INTERNATIONAL FACTORS
INFLUENCING THE BUSINESS OF THE COMPANY

The company develops all of its products in Bulgaria but has a
network of distributors worldwide, as well as its own offices in
the US and Brazil. The factors influencing the business are
mainly related to the market saturation of competing products
or the degree of development of the given market. Still a major
share of packaging software sales are generated in Europe,
with the first 3 months of 2019 showing growth from the 2018
levels. The same is relevant for sales of licenses in both the
US and Brazil. EngView, as one of the leading names in the
packaging industry, has been working with strategic partners in
Germany — Heidelberg, to develop new versions of their
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printing industry products each year and the US - QVI for their
video measuring machines. With both of these companies,
EngView has been working for years, strengthening its position
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The preparation of the distribution of m-caliper is also under
way, by looking for new partnerships, pilot clients, and
participation in various exhibitions.

by providing high quality modern software fort their customers.
MAIN EVENTS IN Q1 2019
BUSINESS DEVELOPMENT IN Q1 2019 AND

INVESTMENTS - certification seminar

- participation in exhibitions and support of

During the first quarter of 2019 the preparation of the release -Ipation
the distribution network

of a new, basic version of the CAD / CAM product Packaging
Suite is on the way. With this update the customers around the
world will be able to upgraded their systems in the coming
months of the year. The preparations included a certification
workshop at the end of February, attended by distributors,
representatives from over 40 companies from Mexico, Japan,
China, Philippines, Korea, India, Israel, Jordan, Egypt, Dubai,
Germany, ltaly, England, Czech Republic, Croatia, etc.

OBJECTIVES AND FORECAST FOR 2019

The growth of the revenue for 2019 is expected to be between
15-20% compared with 2018.

The first sales of the new products are expected to happen in
20109.

FINANCIAL RESULTS

Change Change
BGN '000 31.3.2019 31.3.2018/ 31.12.2018 BGN '000 %
Revenues 739 541 198 36,60%
EBITDA 302 (29) 331 nia
Depreciation (116) (37) (79) 213,51%
Net Result 181 12) 193 n/a
EBITDA margin 40,87% -5,36% 46,23% n/a
Net Profit margin 24,49% -2,22% 26,71% n/a
Sales per share 10,7101 7,8406 2,87 36,60%
EpS 2,6232 -0,1739 2,80 n/a
ROE 0,0557 -0,0039 0,06 n/a
Total Assets 3807 3652 155 4,24%
Intangibles 2632 2441 191 7,82%
Book value 615 625 (10) -1,60%
Equity 3248 3066 182 5,94%
Total Liabilities 560 586 (26) -4,44%
Interest bearing 3 2 1 50,00%
D/E 0,0009 0,0007 0,00 41,59%
ROA 0,0475 -0,0033 0,05 -1546,92%
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6.6 SIRMA BUSINESS CONSULTING JSC

e  https://sirmabc.com/

° Sirma Business Consulting JSC is a subsidiary of Sirma Solutions

. Capital: BGN 2 539 768

Shares: Special conditions for transfer: the shares are vinculated and non-transferable for a period of three years from the

incorporation of the company.

Classes of shares:

CLASS A: Number: 1 958 268, Nominal: BGN 1 Rights: regular, voting, right to dividend and liquidation share

CLASS B: Number: 581 500, Nominal: BGN 1 - Privileged, Non-voting, Entitled to Guaranteed Dividend

Sirma Solutions JSC holds 1 077 048 pcs. Class A shares and 296 500 Class B shares or 54.08% of the company's capital

and 55% of the voting shares.

Sirma Business Consulting JSC (SirmaBC) is a subsidiary of
Sirma Solutions JSC, which is highly specialized in the
provision of software products and services in the financial
sector. The SirmaBC implements Universal Banking
Solutions (UBS) individually or based on the FlexCube
(Oracle platform). This is a complete banking solution which
has received worldwide recognition as one of the most
preferred systems in the banking and financial industries.

The range of services provided by the company covers
mainly banking, retail and wholesale banking, regulatory
compliance and risk management as well as the whole range
of implementation and advisory services. SirmaBC is the
third largest holding company and accounts for about 20% of
revenue.

SirmaBC was established as a separate unit in 2007 and has
since become one of the leading technology players in the
financial sector. The company has been established not only
in the local market, but has continued to seek to increase its
presence on international markets, especially in Europe,
North and South America, Asia and the Caribbean. SirmaBC
has a team of highly specialized professionals with
complementary expertise in the financial field. This helps to
develop a wide range of products designed to respond to
growing demand and evolving industry trends tailored to the

Sirma Group Holding
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banking and financial industry specification both locally and
globally.

The company is practically free of debt, and presents itself
solidly, with strong financial results.

MAIN TRENDS IN THE WORLD AND REGIONAL
MARKETS IN Q1 2019

The global and Bulgarian financial-services market is
strongly influenced by various regulations and the drive for
digitization. Restrictions from America and Europe on
customer intelligence, the fight against the gray economy,
and the personal data protection measures are the primary
motivators of the financial sector to achieve compliance and
legitimacy. The financial sector anticipates substantial
investments in IT. These, however, are occuring slower than
expected. The main changes are related to the introduction
of "new" payment channels (PSD2), as well as customer
acquisition tools. It is increasingly spoken about
"tocanization" and the provision of services that can be
trusted by the clients of the financial players. The widespread
use of hybrid services, as well as customers' expectations for
free availability of easy-to-use products and forms of
payment, continue to drive the technological solutions. In
addition, a new generation of rationalization and optimization
in the sector is on its way which will be based on robots,
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machine training, large data analysis, and business process
automation.

SirmaBC continues to provide its own services and products
which are focused solely on the financial sector. In 2019, the
company ‘“retired”, part of the products that have not
developed significantly for the past 3-4 years, and focuses on
refurbishing and upgrading products that can be offered not
only on the local market.

The company's own-recognizable products continue to be
"RepXpress" and "ceGate".

REGIONAL AND INTERNATIONAL FACTORS,
INFLUENCING THE BUSINESS OF THE COMPANY

There are no exclusive regional (Balkan) factors which can
be distinguished or totally individual from what is happening
in Europe. In particular everything in Bulgaria is influenced by
economic trends in Europe and the whole policy of regulating
the financial sector and other sectors of the economy.

BUSINESS DEVELOPMENT IN Q1 2019 AND
REALIZATION OF THE INVESTMENT PLAN

Business development is mainly influenced by the 2018
contracts, which are currently in the implementation and
delivery phase, as well as the willingness of existing
customers to intervene in the PSD2 market for products and
services.

MAIN EVENTS IN Q1 2019

- Participation in key financial events for the 1st quarter as
well as development of demo / test applications for PSD2,
KYC, and customer information collection;

- Launch of a new functionality of the "Payment portal"
product for work with PSD2 and the respective
implementation services, as well as realization of the
BISTRA standards.

Renewed certificates for:

- Certificate under ISO/IEC 9001:2015;

- Certificate under ISO/IEC 27001:2013;

- Certificate under additional standard ISO/IEC
27018:2014 for the implementation of the
common measures for control and personal
data protection regulations.

Sirma Group Holding
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ISSUES AND SOLUTIONS IN THE BUSINESS PLAN
IMPLEMENTATION FOR Q1 2019

The main challenge for companies operating and assisting
financial players in implementing their digital programs is and
will remain in 2019 the attraction and the retention of
qualified cadres. For a consecutive year, the IT sector in
Bulgaria is making steady progress, and the country is
working on more and more diverse IT projects. According to
statistics, this is also the fastest growing sector of the
Bulgarian economy. The work of a highly qualified IT
specialist generates between 25-30 thousand Euro per year,
which is between two and three times the average labour
productivity in the country.

This trend will continue after 2019, which means that
companies in the sector will continue to need trained staff
who will still be scarce in the sector. The biggest challenge
for us remains the attraction and retention of qualified
specialists, while the high remuneration of their labour is no
longer a crucial factor. In summary, the major issues and
challenges for the company's budget will be in the
remuneration funding.

FORECAST FOR 2019

The SirmaBC continues to comply with the long-term
strategy for the development of its activities entirely with its
own funds. In addition, the company has taken some steps to
provide a better staff base and a better regional presence of
the company, acquiring its own office in Plovdiv. The plan for
investments in own products for 2019 have been increased
by 25% to the amount of BGN 400 thousand. As in 2018, in
2019, Sirma BC does not expect the need to attract
additional funding from banks or financial investors. In
addition, SirmaBC forecast for 2019:

* Increase revenue by 20%;
* Increase in profit by 10%;

* Increasing the investment in own products and services by
20%;

* Increase of the cost of courses and seminars for employees
10%;

* Increase of the number of staff and increase of the average
salary in the company by 8-10%;

* Reinforcing strategic partnerships with global leaders in the
financial and IT secto