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Year ended 31 December 2019

Strategy and objectives

EPAM Systems Limited (hereinafter “EPAM UK" or “UK Company”) is a wholly owned subsidiary of
EPAM Systems, Inc. and the UK company is responsible for delivering the completion of client projects
primarily in the UK territory, as well as providing sales and marketing services. The UK company is an
integral part of the EPAM Group and its strategy, objectives and key risks and uncerfainties are
consistent with those of the Group.

The EPAM Group

Company background

EPAM delivers end-to-end value to its customers by combining its core engineering and technology
capabilities with business and experience consulting. We support our customers in a market that is
constantly challenged by the pressures of digitization through our innovative and scalable software
solutions, high quality business consulting and experience design, and a continually evolving mix of
advanced capabilities. We focus on building long-term partnerships with our customers, enabling them
to reimagine their businesses through a digital lens.

Qur historical core competency, software development and product engineering services, combined
with our work with global leaders in enterprise sofiware piatforms and emerging technology companies,
created our foundation for the evolution of our other offerings, which include advanced technology
software solutions, intelligent enterprise services and digital engagement. Our strategic acquisitions
have expanded our geographic reach and service capabilities to include digital strategy and design,
consulting and test automation and we expect our strategic acquisitions will continue to enable us to
offer a broader range of services to our customers from a wide variety of locations.

Business Strategy

Qur service offerings have been evolving to provide more customized and integrated solutions to our
customers where we combine best-in-class software engineering with customer experience design,
business consulting and technology innovation services. We are continually expanding our service
capabilities, moving beyond fraditional services into business consulting, design and physical product
development and areas such as artificial intelligence, robotics and virtual reality.

EPAM's key service offerings and solutions include the following practice areas: Engineering,
Operations, Optimization, Consuiting and Design.

Industry Expertise

Strong industry-specific knowledge, backed by extensive experience merging technology with the
business processes of our customers, allows us to deliver tailored solutions to various industry verticals.
Our customers operate in five main industry verticals as well as a number of other verticals in which we
are increasing our presence. The main industry verticals include Financial Services, Travel and
Consumer, Software and Hi-Tech, Business Infoermation and Media, Life Sciences and Healthcare,. We
also serve the diverse technology needs of customers in the energy, telecommunications, automotive
and manufacturing industries, as well as government customers. These customers are considered as
our Emerging Verticals.
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Global Delivery Model

We believe the development of a robust global delivery model creates a key competitive advantage,
enabling us to better understand and meet our customers’ diverse needs and to provide a compelling
value proposition. We continuously grow our delivery platform both organically and through strategically
acquired locations and persennel with diversified skills that support our strategy. We had 32,561 delivery
personnel globally as of December 31, 2019, which mainly includes our core information technology
professionals as well as designers, consultants and scientists.

We serve our customers through on-site, off-site and offshore locations across the world and use
strategically located delivery centers to offer a strong, diversified and cost-effective delivery platform.
Our largest delivery centers are located in Belarus, Ukraine and Russia.

EPAM UK utilizes primarily the delivery centers located in Ukraine, Belarus, Hungary, Czech Republic,
Russia, Poland and Bulgaria.

Quality Management and Information Security

We are continuously investing in applications, tools and infrastructure to manage all aspects of our
global delivery process in order to manage quality and security risks, while providing control and visibility
across all project lifecycle stages both internally and to our customers. We maintain processes and
infrastructure to protect our clients” and their customers’ confidential and sensitive information and
allocate resources to ensure information security, cybersecurity and data privacy. We have made
significant investments in the appropriate people, processes and technelogy to establish and manage
compliance with cenfidentiality policies, laws and regulations governing our activities, such as the
European Union data protection legal framework referred to as the General Data Protection Regulation
(“GDPR”), among others.

Corporate and Social Responsibility

We are committed to integrating positive social, environmental and ethical practices into cur business
operations and strategy. This commitment is key to our continual development as a business and drives
value for our employees, customers, business partners, the community and other stakeholders. We
practice the principles established in our Code of Ethical Conduct by making positive contributions to
the communities in which we operate and championing corporate social responsibility efforts.

Sales and Marketing

We market and sell our services through our senior management, sales and business development
teams, account managers, and professional staff. Cur client service professionals and account
managers, who maintain direct customer relationships, play an integral role in engaging with current
customers to identify and pursue potential business opportunities. This strategy has been effective in
promoting repeat business and growth from within our existing client base and we believe that our
reputation as a reliable provider of software engineering solutions drives additional business from
inbound requests and referrals. In addition to effective client management, our sales model also utilizes
an integrated sales and marketing approach that leverages a dedicated sales team to identify and
acquire new accounts. We maintain a marketing team, which coordinates corporate-level branding
efforts such as participation in and hosting of industry conferences and events as well as sponsorship
of programming competitions.
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Competition

The markets in which we compete are changing rapidly and we face competition frem both global
technology solutions providers as well as those based primarily in specific geographies with lower cost
labor such as Eastern Europe, India and China. We believe that the principal competitive factors in our
business include technical expertise and industry knowledge, end-to-end solution offerings, reputation
and track record far high-quality and on-time delivery of work, effective employee recruiting, training and
retention, responsiveness to customers’ business needs, scale, financial stability and price.

We face competition from various technology services providers such as Accenture, Atos, Capgemini,
Cognizant Technology Solutions, Deloitte Digital, DXC Technology, Exlservice, Genpact, Globallogic,
Globant, HGL Technolegies, HP Enterprise, IBM Services, Infosys, Mindtree, Perficient, Tata
Consultancy Services, Virtusa Corporation, and Wipro, among others. Additionally, we compete with
numerous smaller local companies in the various geographic markets in which we operate.

We believe that our focus on complex and innovative software product development solutions, our
technical employee base, and our development and continuous improvement in process methodologies,
applications and tools position us well to compete effectively in the future.

Human Capital

Qur employees are a key factor in our ability to grow our revenues and serve our customers. We have
dedicated full-time employees who oversee all aspects of our human capital management process
inciuding a professional talent acquisition team whose objective is to locate and attract qualified and
experienced |T professionals within various EPAM locations. |t is critical that we effectively plan our
short-term and long-term recruitment needs and deploy the necessary personnel and processes to
optimize utilization and quickly satisfy the demands of our customers.

We dedicate significant resources to the training, continuing education and career development
programs of our entry-level and experienced IT professionals. We believe in the importance of
supporting educational initiatives and we sponsor employees’ participation in internal and external
training and certifications. We also provide mentoring opportunities, management and soft skills training,
intensive workshops and management and technical advancement programs in order to support the
development of middle and senior management through formal leadership training, evaluation,
development and promotion.

The UK company had 253 IT professionals, sales and marketing and administration staff, an increase
of 38 people over the prior year. The ability to provide services to EPAM UK customers is mainly from
the utilization of these development centers that provide the skilled resources required to fulfil the
contractual obligations.

The UK company also utilizes subcontracted [T protessionals to supplement in house skills or where
specialist skills are required. It also has contracts with several recruitment companies to source local
talent.

Intellectual Property

Protecting our intellectual property rights is important to our business. We have invested, and will
continue to invest, in research and development to enhance our domain knowledge and create complex,
specialized solutions for our customers. We rely on a combination of intellectual property laws, trade
secrets, confidentiality procedures and contractual provisions 1o protect our intellectual property.
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Key Performance Indicators for EPAM UK

a)
b)
c)
d)
e}

Growth in revenues from existing and new clients, emphasis on higher value consultancy work
Analysis of revenues receivable by sector

Acquisition rate of new work from existing and new clients

Utilization rate of offshore delivery centres

Minimizing “bench” time for UK staff

Client satisfaction levels

Profitability of contracts, recovery rates against offshore delivery centre rates

Efficient utilization of subcontracted staff

Control of office overheads

The UK Company considers that in general it has performed well against those benchmarks.

Principal Risks and Uncertainties Relating to EPAM UK Business and the EPAM Global Business

The risks identified at a Group level are detailed below (for further details on the specific risks listed
please refer to the EPAM Group Consclidated 10K report also filed with Companies House). These may
not specifically affect the UK company on a standalone basis, but the ability to deliver services to EPAM
UK customers utilizing the development centre resources would be significantly impacted should the
following risk factors arise.

We may be unable to effectively manage our rapid growth or achieve anticipated
growth, which could place significant strain on our management, systems, resources,
and results of operations.

We must successfully attract, hire, train and retain qualified personnel to service our
customers’ projects and we must productively utilize those personnel to remain
profitable.

Increases in wages, equity compensation, and other compensation expenses could
pravent us from sustaining our competitive advantage, increase our costs, and resuit in
dilution to our stockholders.

Our success depends substantially on the continuing efforts of our senior executives
and other key personnel, and our business may be severely disrupted if we lose their
services.

Our operations in emerging markets subject us to greater economic, financial, and
banking risks than we would face in more developed markets.

War, terrorism, other acts of violence or natural or manmade disasters, including the
ongoing conflict in Ukraine, may affect the markets in which we operate, our customers,
and our service delivery.

We do not have long-term commitments from our customers, our customers may
terminate contracts before completion, choose not to renew contracts, and we are not
guaranteed payment for services performed under contract. A loss of business or non-
payment from significant customers could materially affect our results of operations.
Qur revenues are highly dependent on a limited number of industries, and any decrease
in demand for outsourced services in these industries could reduce our revenues and
adversely affect our results of operations.
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e If our pricing structures are based on inaccurate expectations and assumptions
regarding the cost and complexity of petforming our work, or if we are not able to
maintain favorable pricing for our services, then our contracts could be unprofitable.

* We face risks associated with having a long selling and implementation cycle for our
services that require us to make significant resource commitments prior to realizing
revenues for those services.

¢ We face intense and increasing competition for customers and cpportunities from
onshore and offshore IT services and other ¢censulting companies. If we are unable to
compete successfully against competitors, pricing pressures or loss of market share
could have a material adverse effect on our business,

s |f we are unable to adapt to rapidly changing technologies, methodologies and evelving
industry standards, we may lose customers and our business could be materially
adversely affected.

* Undetected software design defects, errors or failures may result in loss of business or
in liabilities that could materially adversely affect our business.

+ Security breaches and other disruptions to network security could compromise our
information and expose us to liahility, which would cause our business and reputation
to suffer.

» |f we cause disruptions to our customers’ businesses, provide inadequate service, or
breach contractual obligations, cur customers may have claims for substantial damages
against us and our reputation may be damaged. Our insurance coverage may be
inadequate to protect us against such claims.

* A significant failure in our systems, telecommunications or IT infrastructure could harm
our service model, which could result in a reduction of our revenues and otherwise
disrupt our business.

*  Our ability to generate and retain business could depend on our reputation in the
marketplace.

+ |i we fail to integrate or manage acquired companies efficiently, or if acquisitions do not
perform 10 our expectations, our overall profitability and growth plans could be
materially adversely affected.

* We may not be able to prevent unauthorized use of our inteltectual property, and our
intellectual property rights may not be adequate to protect our business and competitive
position,

e  We may face intellectual property infringement claims that could be time-consuming
and costly to defend. i we fail fo defend ourselves against such claims, we may lose
significant intellectual property rights and may be unable to continue providing our
existing services.

» We are subject to laws and regulations in the United States and other countries in which
we operate, including export restrictions, economic sanctions, the FCPA, and similar
anti-corruption laws. Compliance with these laws requires significant resources and
non-compliance may result in civil or criminal penaities and other remedial measures.

* Changes in privacy and data protection regulations could expose us to risks of
noncompliance and costs associated with compliance.

= Complying with a wide variety of legal requirements in the jurisdictions where we
operate can ¢reate risks to our operations and financial condition, including liquidation
of the subsidiaries that operate our major delivery centers.

Qur effective tax rate could be materially adversely affected by several factors.

Our operating results may be negatively impacted by the loss of certain tax benefits
provided to companies in our industry by the governments of Belarus and other
countries.

* There may be adverse tax and employment law consequences if the independent
contractor status of some of our personniel or the exempt status of our employees is
successfully challenged.
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*  We may need additional capital, and a failure to raise additional capital on terms
favorable to us, or at all, could limit our ability to grow our business and develop or
enhance our service offerings to respond to market demand or competitive challenges.

*  Qur stock price is volatile.

*  Qur hedging program is subject to counterparty default risk.

During the first quarter of 2020, the spread of a new strain of coronavirus and the disease created by
that virus, COVID-19, has created a global pandemic. During the second quarter of 2020, the COVID-
18 global pandemic persisted, causing substantial public health and economic challenges around the
world that continued to affect our employees, communities and business operations, as wel! as the
global economy and financial markets. The extent to which the coronavirus pandemic will further impact
our business, operations and financial results will depend on numerous factors that are frequently
changing or unknown, and that we may not be able to accurately predict.

In addition to the aforementioned risks that EPAM is exposed to on Group Level, the UK company also
faces specific risks related to its operations.

* The UK has left the EU on 315 January 2020, and there is an 11 months transition period ends
on 31 December 2020. This is to enable both sides to agree on a new and fair partnership for
the future. From January 1, 2021 the UK will leave the EU's Single Market and Customs Union
to implement an independent trade policy, bringing major changes to trading arrangements
between Britain and the continent. The remaining uncertainties of the Brexit negotiations,
particularly the potential restriction of freedom to work across the EU for all EU workers could
have a major impact on various Client projects.

* Even if the UK-EU Withdrawal Agreement concludes many rules regarding the future
relationship, there are still remaining uncertainties at the beginning of December 2020. The
impact on the UK economy of a “No Deal” outcome is not possible to quantity at present, both
in terms of cost to EPAM but the investment and procurement decisions of our major customers

¢ Additional risk related to changes in tax legislation on the use of subcontracted IT professionals
which hag been postponed due to COVID-19 from the original date April 2020 and will come
into force in April 2021.

Qverview of 2019

The UK Market is a significant player in the Global Technology Ecosystem and it is a major market for
EPAM in Europe. The Tech sector in the UK has been a strong performer as it grew much faster than
the overall economy however the |IT spending have been impacted by the long-lasting negotiations
around Brexit and the related possibility of UK leaving the EU without a deal.

EPAM UK has demonstrated strong revenue growth during 2019 as it managed to increase its revenues
by £29m during the year. Although some Client accounts demonstrated weaker performance due to
various reasons, overall the team managed to build on existing customer relationships and also attracted
several new company logos to the EPAM portfolio.

Following the acquisition of Think Limited in November 2018, EPAM is intended to simplify the UK
corporate structure by "hiving up" Think Limited into Epam Systems Limited. Effective as of January 1st
2020 the business activity of Think Limited was transferred to Epam Systems Limited Ltd. Contracts
with continuing customers and vendors are expected to be formally novated to Epam Systems Ltd over
a transitional period following January 1, 2020.
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Future developments

Today it is still difficult to estimate all potential implication of Brexit. The outcome of the Brexit
negetiations will have a major impact on the overall UK economy and the Tech industry as well, but the
exact implications cannot be estimated at this stage.

We expect uncertainty around the impacts the pandemic will have on cur business, financial condition,
and results of operations. We actively monitor our business and the needs of our employees, customers,
and communities to determine the appropriate actions 1o protect the health and satety of cur employees
and our ongoing operations. Economic and demand uncertainty in the current environment may impact
our future results. We continue to monitor the demand for our services including the duration and degree
to which we see declines or delays in new customer projects and payment for services performed. We
continue to assess how the effects of COVID-19 on the economy may impact human capital allocaticn,
revenues, profitability, and operating expenses.

Despite of headwinds mentioned above EPAM UK will continue to strongly focus developing its existing
customer base, aftract new company logos and enter new markets where feasible. There are no plans
for any substantial change in the business mode! or day to day operations. As stated how the Brexit
negotiations conclude and pandemic may have an impact on that.
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Section 172(1) Statement

The Company directors understand and are aware of their duty under section 172 of the Companies Act
2006 to act in the way which they consider, in good faith, would be most likely to promote the success
of the Company for the benefit of its members as a whole and, in doing so, to have regards {amongst
other matters) to:

The likely consequences of any decision in the long term

The interests of the Company's employees

The need to foster the Company’s business relationships with suppliers, customers and others
The impact of the Company’s operations on the community and the environment

The desirability of the Company maintaining a reputation for high standards of business conduct
and

The need to act fairly as between members of the Company

Lo

—h
—

Long term consequences of business decisions

We remain committed to diversifying our client base and adding more customers to our client mix, we
expect revenue concentration from cur top customers to continue to decrease over the long-term,

Our sustained growth and increased capabilities are furthered by both organic growth and strategic
acquisitions. We continually evaluate potential acquisition targets that can expand our vertical-specific
domain expertise, geographic footprint, service portfolio, client base and management expertise.

Employees

Qur employees are a key factor in our ability to grow our revenues and serve our customers, therefore
the ability to hire and retain highly-skilled information technology professionals is critical to our success.

We believe the quality of our employees serves as a key point of differentiation in how we deliver a
superior value proposition to our customers. To attract, retain and motivate our delivery professionais,
we offer a challenging work environment, ongoing skills development initiatives, attractive career
advancement, and promotion oppertunities thus providing an environment and culture that rewards
entrepreneurial initiative and performance.

Fostering the Company’s business relationships with suppliers, customers and others

The impact of the company’s activities on our stakeholders, including our employees, customers and
suppliers is essential for the Company’s success and an important consideration when making
decisions.

We maintain a diverse client base in multiple industries. Our focus on delivering quality service is
reflected in established long term relationships with many of our customers.

The relationship between EPAM Systems Ltd. and each of its suppliers, vendors, and subcontractors
and all other third-party companies that comprise EPAM Systems’ supply chain is important and plays
an integral part of achieving and maintaining high performance in our business.

Impact on the environment and community

We are committed to integrating positive social, environmental and ethical practices into our business
operations and strategy. This commitment is key to our continual development as a business and drives
value for our employees, customers, business partners, the community and other stakeholders. We
practice the principles established in our Code of Ethical Conduct by making positive contributions to
the communities in which we operate and championing corporate social responsibility efforts.
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Maintaining reputation for high standards of business conduct

As a subsidiary of a US listed entity Epam Systems Ltd. and all its employees are subject to our global
Code of Ethical Conduct which build on the following guiding principles:

- Respect, value and support people

- Behave with integrity in all communications, records and business activities
- Protect and enhance EPAM's information and assets

- Comply with laws

The Ethical Code of Conduct educates our employees about ethical, lawful and professional conduct
and guides them to live Epam's core values which will help Epam maintain its reputation for excellence.

The need to act fairly as betwean members of the Company

Our people maintain a culture where we respect and support our work colleagues, build productive
relationships, and value ihclusion and diversity

This report was approved by the board of directors on 24 December 2020 and signed on behalf of the
board by:

r JOV Harman
Director

Registered office:
5 Churchill Place
10th Floor
London

E14 5HU
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The directors present their report and the financial statements of the company for the year ended
31 December 2019.

Principal activities

The principal activity of the company during the year was computer consultancy services
Directors

The directors who served the company during the year were as follows:

Mr A Dobkin

Mr JDV Harman

Mr SS Rahman

Company Epam Systems Inc

Mr SS Rahman resigned as a director 31st March 2020.
Dividends

The directors do not recommend the payment of a final dividend.
Future developmenis

The company will continue to develop and explore new business markets within the UK and Rest of
world.

Employee involvement

The company provides regular information to employees through quarterly townhall meetings where
employees can direct questions on any company topic. In addition, the company runs regular surveys
and feedback is addressed at team and country wide level. The company has two committees, once
covering employee engagement activities and the other looks at mental wellbeing.

The company facilitates a share incentive plan cperated by Epam Inc, with employees of the company
receiving remuneration in the form of stock options and restricted ordinary shares ("RSU's" as
consideration for services rendered.

Financial instruments
{a) the financial risk management objectives and policies of the company.

Whilst the turnover of the company continues to grow, its financial management structure is relatively
simple. it does not hold any complex financial instruments, finances are managed by use of bank
accounts denominated in sterling, euro and doliar. Currency risk is therefore minimised in dealings with
overseas companies.

{b) the exposure of the company to price risk, credit risk, liguidity risk and cash flow risk

The key cash flow risk is slow or non recovery of accounts receivable from customers. This is mitigated
by initial consideration of the financial pesition of a new custemer and thereafter strong debt
management policies. The company manages price risk by agreeing charge out rates with customers
at the commencement of each project.

1
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Events after the end of the reporting period

Particulars of events after the reporting date are detailed in note 27 to the financial statements.
Overseas branches

The company has branches in Spain and Romania

Going concern

During the year ended 31 December 2019 the ccmpany operations generated a profit before tax and
impairment, the reduction in net assets being the result of the technical impairment required of £25m to
the carrying value of the Think Limited subsidiary. The company's underlying profitability from operating
activities remains good and is expected to continue to do so. We cannot accurately predict the extent to
which the COVID-19 pandemic will continue to impact our business directly and indirectly, results of
operation and financial condition. The directors actively monitor the business and the needs of our
employees, customers, and communities to determine the appropriate actions to protect the health and
safety of cur employees and our ongeing operations. The directors to the best of their current knowledge
and based on the procedures performed consider it appropriate to adopt the going concern basis in
preparing the financial statements.

Disclosure of information in the strategic report

The company has chosen in accordance with section 414C{11) of the Companies Act 2006 {Strategic
Report and Directors' Report) Regulations 2013 to set out in the company's strategic repert information
required by schedule 7 of the Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008. This report includes information that would have been included in the business review
and the principal risks and uncertainties.

Directors’ responsibilities statement

The directors are responsible for preparing the strategic report, directors' repart and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the company and the profit or loss of the
company for that period.

In preparing these financial statements, the directors are required to:
+  select suitable accounting policies and then apply them consistently;
. make judgments and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

12
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Auditor
Saffery Champness have expressed their willingness to remain in office as auditor.
Each of the persons who is a director at the date of approval of this report confirms that:

«  so far as they are aware, there is no relevant audit information of which the company's auditor is
unaware; and

= they have taken al! steps that they ought to have taken as a director to make themselves aware of
any relevant audit information and to establish that the company’s auditer is aware of that

information.

This report was approved by the board of directors on 24 December 2020 and signed on behalf of the
board by:

MrJDV Harman
Director

Registered office:
5 Churchill Place
10th Floor
London

E14 5HU

13



EPAM SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EPAM SYSTEMS
LIMITED

Year ended 31 December 2019

Opinion

We have audited the financial statements of Epam Systems Limited (the 'company’) for the year ended
31 December 2019 which comprise the statement of comprehensive income, statement of financial
position, statement of changes in equity, statement of cash flows and the related notes, including a
summary of significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and United Kingdem Accounting Sfandards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally
Accepted Accounting Practice).

In our gpinion the financial statements:

. give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its
loss for the year then ended,;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;

. have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financia!
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilied our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

. the directors' use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

=« the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company's ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

14



EPAM SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EPAM SYSTEMS
LlMlTED {continued)

Year ended 31 December 2019

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The directors are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatemenis, we are required to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Opinions cn other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

. the strategic report and the directors' report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the gudit, we have not identified material misstatements in the strategic report or the directors'
report.

We have nothing to report in respect of the following matters in refation to which the Companies Act
2006 requires us to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
. certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

15



EPAM SYSTEMS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EPAM SYSTEMS
LIMITED (continued)

Year ended 31 December 2019

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary 1o enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing lhe company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonabie assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and t0 issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities. This description farms
part of our auditor's report.

Use of our report

This report is made solely to the company's members, as a body, in accordance with chapter 3 of part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company's members those matiers we are required to state to them in an auditor's report and for no
other purpese, To the fullest extent permitted by law, we do not accept or assume responsibility o
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

F et

Mr Jamie Cassell (Senior Statutory Auditor)

For and on behalf of

Saffery Champness LLP

Chartered accountants & statutory auditor
71 Queen Victoria Street

London

EC4V 4BE

29 December 2020
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EPAM SYSTEMS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2019

TURNOVER

Cost of sales
GROSS PROFIT

Administrative expenses
Other operating income

OPERATING PROFIT
Other interest receivable and similar income
Amounts written off investments

Interest payable and similar expenses
(LOSS)/PROFIT BEFORE TAXATION

Tax on {loss)profit

(LOSS)/PROFIT FOR THE FINANCIAL YEAR AND TOTAL

COMPREHENSIVE INCCME

All the activities of the company are from continuing operations.

2019
Note £

2018
£

4 210,528,303 181,276,409

(188,162,733) 60,832,258)

22,365,570 20,444,151
(9,414,713)  (6,996,640)

5 155,668 144,156
6 13,106,525 13,591,667
10 54,788 122,488
14 (25,044,306) -
11 (1,419) (17,808)
(11,884,412) 13,696,347

12 123,827  (1,786,310)
(11,760,585) 11,910,037

The notes on pages 21 to 37 form part ot these financial statements.
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EPAM SYSTEMS LIMITED
STATEMENT OF FINANCIAL POSITION
31 December 2019

2019 2018
Note £ £
FIXED ASSETS
Tangible assets 13 1,114.477 307,068
Investments 14 2,803,705 27,217,040
3,017,882 27,524,108

CURRENT ASSETS
Debtors 15 43,211,210 40,977,105
Cash at bank and in hand 27,486,691 25,055,680

70,697,901 66,032,785
CREDITORS: amounts falling due within one year 16 (51,613,093) (58.003,443)
NET CURRENT ASSETS 15,084,808 8,029,342
TOTAL ASSETS LESS CURRENT LIABILITIES 23,002,690 35,553,450
PROVISIONS 18 (101,098) (153.610)
NET ASSETS 22,901,592 35,399,840
CAPITAL AND RESERVES
Called up share capitai 23 1 1
Profit and loss account 24 22901591 35,399 839
SHAREHOLDERS FUNDS 22,901,592 35,399,840

These financial statements were approved by the board of directors and authorised for issue on 24
Dec er 2020, and are signed on behalf of the board by:

Company registration number: 04832183

The notes on pages 21 to 37 form part of these financial statements.
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EPAM SYSTEMS LIMITED
STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2019

AT 1 JANUARY 2018

Profit for the year
TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Equity-settled share-based payments

Distributions to parent in relation to share based payments
TOTAL INVESTMENTS BY AND DISTRIBUTIONS TO
OWNERS

AT 31 DECEMBER 2018

Loss for the year
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Conversion of group debt to equity

Equity-settled share-based payments
Distributions to parent in relation to share based payments

TOTAL INVESTMENTS BY AND DISTRIBUTIONS TO
OWNERS

AT 31 DECEMBER 2019

Profit and
Called up loss
share capital account Total
£ g £

1 464,608 25,464,609

11,910,037 11,810,037
- 11,910,037 11,810,037

~ 2,584,493 2,584,493
~ (4,559,299) (4,559,299)

— (1,974,808) (1,974,806)
1 35,399,839 35,399,840

(11,760,585) (11,760,585)
- (11,760,585} (11,760,585)

— 1542665 1542665
2,401,391 2,401,391
— (4,681,719) (4,681,719)

— (737,663} (737,663)

1 22,901,591 22901592

The notes on pages 21 to 37 form part of these financial statements.
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EPAM SYSTEMS LIMITED
STATEMENT OF CASH FLOWS
Year ended 31 December 2019

CASH FLOWS FROM OPERATING ACTIVITIES
{Loss)/profit for the financial year

Adjustments for:

Depreciation of tangible assets

Amannts written off investments

Other inferest receivable and similar income

interest payable and similar expenses

Loss/{gains) on disposal of tangible assets
Equity-settled share-based payments

Conversion of group debt 1o equity

Tax on {loss)/profit

Distribution to parent in relation 1o share based payment

Changes in:

Trade and other debtors

Trade and other creditors
Provisions and employee benefits

Cash generated from operations

interest paid
tinterest received
Tax paid

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of tangible assets

Proceeds from sale of tangible assets
Acquisition of subsidiaries

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of finance lease liabilities

Net cash (used in)/from financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

2019 2018

£ £
(11,760,585) 11,910,037
317,006 057,468
25,044,306 -
(54,788) (122,488
1,419 17,808
37,065 {1,000)
2,401,390 2,584,493
1,542,665 -
(126,500) 1,788,968
(4,681,719)  (4,559,209)
(110,828  (5,773,021)
(5,072,047) 10,141,062
(153,610) 18,610
7,383,774 16,262,638
(1,419) (17,808)
54,788 122,488
(3,212,565) (1,511,816)
4224578 14,855,502
(1,165,081)  (272,979)
3,871 2,942
(630,971) (27.213,335)
(1,792,151) (27,483,372)
1,416) 1,416
(1,416) 1416
2,431,011 (12,626,454)
25,055,680 37,682,134
27,486,691 25,055,680

The notes on pages 21 to 37 form part of these tinancial statements.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2019

1.

General information
The principal activity of the entity is computer consultancy services

Epam Systems Limited is a private company limited by shares. It is incorporated in England and
Wales, under company registration 04832183.

The registered office is 5 Churchill Place, 10" Floor Londen, E14 SHU
Statement of compliance

These financial statements have been prepared in compliance with FRS 102, ‘The Financial
Reporting Standard applicable in the UK and the Republic of freland’,

Accounting policies
Basis of preparation

The financial statements have been prepared on the historical cost basis. The financial statements
are prepared in sterling, which is the functional currency of the entity.

Going concern

During the year ended 31 December 2019 the company operations generated a profit before tax
and impaijrment, the reduction in net assets being the result of the technical impairment required
of £25m to the carrying value of the Think Limited subsidiary. The company's underlying profitability
from operating activities remains good and is expected to continue to do so. We cannot accurately
predict the extent to which the COVID-19 pandemic will continue to impact our business directly
and indirectly, results of operaticn and financial condition. The directors actively monitor the
business and the needs of our employees, customers, and communities to determine the
appropriate actions to protect the health and safety of our employees and our ongoing operations.
The directors to the best of their current knowledge and based on the procedures performed
consider it appropriate to adopt the going concern basis in preparing the financial statements.

Equity

Equity instruments issued by the company are recorded at the proceeds received, net of
transaction costs. Dividends payable on equity investments are recognised as liabilities once they
are no longer at the discretion of the company.

Consolidation
The entity has taken advantage of the exempticn from preparing consolidated financial statements

contained in Section 401 of the Companies Act 2006 on the basis that it is a subsidiary undertaking,
and its immediate parent undertaking is not established under the law of an EEA State.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued;
Year ended 31 December 2019

3. Accounting policies (continued)
Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates
and assumptions that affect the amounts reported. These eslimates and judgements are
continually reviewed and are based on experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.

Significant judgements

The judgements (apart from those involving estimations) that management has made in the
process of applying the entity's accounting policies and that have the most significant effect an the
amounts recognised in the financial statements are as follows:

14) Impairment of investments in subsidiaries

Following the Think hive-up as of 1 January 2020 the trade of Think Limited has become sc
emmeshed in the business of Epam Systems Limited that it is not possible to separately identify
the trade. The value of Think Limited therefore has been impaired at the year end to reflect the
carrying value of net assets of Think after hive-up.

2) Revenue recognition

Determining the estimated amount of variable consideration invclves assumptions and judgement
that can have an impact on the amount of revenues reported. Assumptions, risks and uncertainties
inherent in the estimates used to measure progress of fixed-price contracts could affect the amount
of revenues, receivables and deferred revenues at each reporting period.

Key sources of estimation uncertainty

Accounting estimates and assumptions are made concerning the future and, by their nature, wili
rarely equal the related actual outcome. The key assumptions and other sources of estimation
uncertainty that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are as follows:

Accrued income — key estimatie Is assessing the contractual entittement to revenues as at the year-
end date for work done at that stage. This involves a review of contracts, stage of progress of wark
programmes and this may differ to the actual invoice raised post year end.

Accrued expenses — this involves assessing the contractual obligation with suppliers and
subcontractors and assessing the quantum of work completed as at the year-end date. There is
also an assessment of expenses incurred pre year end that are not invoiced until the next financial
year.

Other accrued costs — management must make an estimate of staff related costs, for example post
year-end bonuses that are based on the financial performance to the year-end date.

The company also has an obligation under Group share based payment plans, so an assessment
of the potential cost is also made, which necessitates assumptions on the market price of shares,
staff retention rates.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

3.

Accounting policies (continued)
Revenue recognition

Turncver is measured at the fair value of the consideration received or receivable and represents
amounts receivable for services rendered, stated net of discounts and of Value Added Tax.

Turnover from the rendering of services on fixed fee contracts is measured by reference to the
stage of completion of the contract at the end of the reporting period, provided the outcome can
be reliably estimated. When the outcome cannot be reliably estimated, revenue is recognised only
to the extent that expenses recognised are recoverable

Recognition of turnover from the rendering of services on time and materials contracts is calculated
with reference to the value of the time spent by the company’s employees and contractors on these
contracts during the accounting pericd.

Corporation tax

The taxation expense represents the aggregate amount of current and deferred tax recognised in
the reporting period. Tax is recognised in profit or loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case, tax is recognised in
other comprehensive income or directly in equity, respectively.

Current tax is recognised on taxable profit for the current and past periods. Current tax is measured
at the amounts of tax expected to pay or recover using the tax rates and laws that have been
enacted or substantively enacted at the reporting date.

Deferred tax is recognised in respect of all timing differences at the reporting date. Unrelieved
tax losses and other deferred tax assets are recognised to the extent that it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.
Deferred tax is measured using the tax rates and laws that have been enacted or substantively
enacted by the reporting date that are expected to apply to the reversal of the timing difference.

Foreign currencies
Foreign currency transactions are initially recorded in the functional currency, by applying the spot
exchange rate as at the date of the transaction. Monetary assets and liahilities denominated in

foreign currencies are translated at the exchange rate ruling at the reporting date, with any gains
or losses being taken to the profit and loss account.

Operating leases

Lease payments are recognised as an expense over the lease term on a straight-line basis. The
aggregate benefit of lease incentives is recognised as a reduction to expense over the lease term,
on a straight-line basis.

Tangible assets

Tangible assets are initially recorded at cost, and subsequently stated at cost less any accumulated
depreciation and impairment losses.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

3.

Accounting policies (continued)
Depreciation

Depreciation is calculated to write off the cost or valuation of an asset, less its residual value, over
the useful economic life of that asset as follows:

Short leasehold property - Straight line over length of lease
Fixtures and fittings - 33% straight line
investments

Fixed asset investments are initially recorded at cost, and subsequently stated at cost less any
accumulated impairment losses.

impairment of fixed assets

A review for indicators of impairment is carried out at each reporting date, with the recoverable
amount being estimated where such indicators exist. Where the carrying value exceeds the
recoverable amount, the asset is impaired accordingly. Prior impairments are also reviewed for
possible reversal at each reporting date.

For the purposes of impairment testing, when it is not possible to estimate the recoverable amount
of an individual asset, an estimate is made of the recoverable amount of the cash-generating unit
to which the asset belongs.

The cash-generating unit is the smallest identifiable group of assets that includes the asset and
generates cash inflows that are largely independent of the cash inflows from other assets or groups
of assets.

For impairment testing of goodwill, the goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the cash-generating units that are expected to benefit from
the synergies of the combination, irrespective of whether other assets or liabilities of the company
are assigned to those units.

Finance leases and hire purchase contracts

Assets held under finance leases and hire purchase contracts are recognised in the statement of
financial position as assets and liabilities at the lower of the fair value of the assets and the present
value of the minimum lease payments, which is determined at the inception of the lease term. Any
initial direct costs of the lease are added to the amount recognised as an asset.

Lease payments are apportioned between the finance charges and reduction of the outstanding
lease liability using the effective interest method. Finance charges are allocated to each period so
as 1o produce a constant rate of interest on the remaining balance of the liability.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued;
Year ended 31 December 2019

3. Accounting policies (continued)
Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial instruments’ and
Section 12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company’s statement of financial position when the
company becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial
statements, when there is a legally enforceable right to set off the recognised amounts and there
is an intention to settle on a net basis or to realise the asset and settle the liability simultanecusly.

Basic financial assets

Basic financial assets, which include debtors, are initially measured at transaction price including
transaction costs and are subsequently carried at amortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the transaction is
measured at the present value of the future receipts discounted at a market rate of interest.
Financial assets classified as receivable within one year are not amortised.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the
contractual arrangements entered. An equity instrument is any contract that evidences a residual
interest in the assets of the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless
the arrangement constitutes a financing transaction, where the debt instrument is measured at the
present value of the future payments discounted at a market rate of interest. Financial liabilities
classified as payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate
method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Amounts payable are classified as current liabilities if payment
is due within one year or iess. If not, they are presented as non-current liabilities. Trade creditors
are recognised initially at transaction price and subsequently measured at amortised cost using
the effective interest method.
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2019

3. Accounting policies {continued}
Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless
those costs are required 1o be recognised as part of the cost of stock or fixed assets.

The company recognises a provision for annual leave accrued by employees as a result of services
rendered in the current period, and which employees are entitled to carry forward and use within
the next 12 months. The provision is measured at the salary cost payable for the period of absence.

Termination benefits are recognised immediately as an expense when the company is
demonstrably committed to terminate the employment of an employee or to provide termination
benefits.

Defined contribution plans

Contributions to defined contribution plans are recognised as an expense in the period in which
the related service is provided. Prepaid contributions are recognised as an asset to the extent that
the prepayment will lead to a reduction in future payments or a cash refund. When contributions
are not expected to be settled wholly within 12 months of the end of the reporting date in which the
employees render the related service, the liability is measured on a discounted present value basis.
The unwinding of the discount is recognised as a finance cost in profit or loss in the period in which
it arises.

Share-based payments
Cash-settled share-based payment transactions are measured at the fair value of the liability. Until

the liability is settled, the fair value of the [iability is re-measured at each reporting date and at the
date of settlement, with any changes in fair value recognised in profit or loss tor the period.

4.  Turnover

Turnover arises from:

2019 2018
£ £
Rendering of services 210,528,303 181,276,409

The turnover is attributable to the one principal activity of the company. An analysis of turnover by
the geographical markets that substantially differ from each other is given below:

2019 2018
£ £
United Kingdom 108,917,437 90,764,031
Overseas 101,610,866 90,512,378

210,528,303 181,276,409
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continueq)
Year ended 31 December 2019

5. Other operating income

Reversal of dilapidation provision
Other operating income

6. Operating profit

Cperating profit or loss is stated after charging/crediting:

Depreciation of tangible assets

Loss/(gains) on disposal of tangible assets
Impairment of trade debtors

Equity-settled share-based payments expense
Cash-settled share-based payments expense
Operating lease rentals

Foreign exchange differences

2019
£

317,006
37,065
669,948
2,401,390
210,060
600,840
678,355

2018

144,156
144,156

2018
£
257,468
(1,000)
(3,326)
2,584,493
142,381
299,634
857,565

27



EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (cortinved)
Year ended 31 December 2019

7. Auditor’s remuneration

2019 2018
£ £
Fees payable for the audit of the financial statements 47,850 46,500
Fees payable to the company’s auditor and its associates for other services:
Taxation compliance services - 1,275
Other non-audit services - 7,558
- 8,833

ESi—TEEE el

8. Staff costs

The average number of persons employed by the company during the year, including the directors,

amounted {o:
2019 2018
No. No.
Production staff 219 185
Administrative staff 32 28
Management staff 2 2
253 215

The aggregate payroll costs incurred during the year, relating to the above, were:

2019 2018
£ £
Wages and salaries 27,041,027 22,843,812
Social security costs 4,494,120 3,645,967
Other pensicn costs 2,168,718 1,472,187

93,693,865 27.961,966

9. Directors’ remuneration

The directors’ aggregate remuneration in respect of qualifying services was:

2019 2018
£ £
Remuneration 746,008 639,116
Amount received under long term incentive schemes 2,487,914 1,976,202
Company contributions to defined contribution pension plans 42,766 33,128

3276,686 2648446

The number of directors who accrued benefits under company pension plans was as follows:
2019 2018
No. No.
Defined contribution plans

I
v
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

16.

11.

12.

Directors’ remuneration (continued}

The number of directors who exercised share options and received shares under a long term

incentive scheme during the year was as follows:

Dirgctors who exercised share options

Directors who received shares under a long-term incentive scheme

Remuneration of the highest paid director in respect of qualifying services:

Aggregate remuneration
Company contributions to defined contribution pension plans

Other interest receivable and similar income

interest on loans and receivables
Interest on overpaid corporation tax

Interest payable and similar expenses

Interest on obligations under finance leases and hire purchase
contracts
Late payment interest

Tax on (loss)/profit

Major components of tax {income)/expense

Current tax:
UK current tax expense
Adjustments in respect of prior periods

Total UK current tax

Foreign current tax expense

Total current tax

2019 2018
No. No.
2 2
2 2
2019 2018
£ £
1,773,305 1,354,022
33,891 24,253
1,807,196 1,378,275
2019 2018
£ £
54,788 92,882
- 29,606
54,788 122,488
2019 2018
£ £
1,418 18
— 17,790
1,418 17,808
2019 2018
£ £
502,995 2,053,438
(743,159) (264,470)
(240,164) 1,788,968
12,566 -
(227,598) 1,788,968
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

12.

13.

Tax on (loss)/profit (continued}

2019 2018
£ £
Deferred tax:
Origination and reversal of timing differences 103,771 (2,658)
Tax on (loss)profit (123,827) 1,786,310

Reconciliation of tax (income)/expense

The tax assessed on the (loss)/profit on ordinary activities for the year is higher than (2018: lower
than) the standard rate of corporation tax in the UK of 19% (2018: 19%).

2019 2018
£ £
{Loss)/profit on ordinary activities before taxation (11,884,412) 13,696,347
{Loss)/profit on ordinary activities by rate of tax (2,258,038) 2,602,306
Adjustment to tax charge in respect of prior periods (594,066) (264,470)
Effect of expenses not deductible for tax purposes 5,254,525 545,293
Effect of capital allowances and depreciation 8,086 19,690
Foreign tax charge 12,566 -
Timing differences in relation to pension payments 27,190 4,358
Statutory deduction for share based payments (1,679,534) (1,120,867)
Group relief claim (894,556) -
Tax on (loss)/profit (123,827) 1,786,310
Tangible assets
Short
leasehold Fixtures and
property fittings Total
£ £ £

Cost
At 1 January 2019 523,796 327,834 851,630
Additions 303,497 861,554 1,165,051
Disposals (523,797) (86,221) (610,018)
At 31 December 2019 303,496 1,103,167 1,406,663
Depreciation
At 1 January 2019 340,158 204,404 544 562
Charge for the year 165,427 151,579 317,006
Disposals (493,240) (75,842) (569,082)
Transfers 50,242 {50,242) -
At 31 December 2019 62,587 229,899 292,486
Carrying amount
At 31 December 2019 240,909 873,268 1,114,177
At 31 December 2018 183,638 123,430 307,068
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

14,

Investments

Cost
At 1 January 2019
Additions

At 31 December 2019

Impairment
At 1 January 2019
Impairment losses

At 31 December 2019

Carrying amount
At 31 December 2019

At 31 December 2018

Shares in

group
indertakings
£

34,695,121
630,971

35,326,092

7,478,081
25,044,306

32,522,387

2,803,705
27,217,040

Following the Think Limited hive-up as of 1 January 2020 the trade of Think Limited has become
so emmeshed in the business of Epam Systems Limited that it is not possible to separately identify
the trade. The value of Think Limited therefore has been impaired at the year end to reflect the

carrying value of net assets of Think after hive-up.

Subsidiaries, associates and other investmenis

Percentage
of shares
Class of share held

Subsidiary undertakings
Great Fridays Limited Ordinary 100
Epam Spain Ordinary 100
Think Limited Ordinary 100

The registered office of the subsidiary companies is the same as Epam Systems Limited, aparn
from Epam Spain which is Arbea Campus Empresarial, Edificio 2, 2 Planta, Ctra Fuencarral a

Alcobendas, Km 3,8 28108 Alcobendas — Madrid, Spain.
The results and capital and reserves for the year are as follows:

Capital and reserves

2019 2018
Subsidiary undertakings
Great Fridays Limited (£) - 8,837
Epam Spain (€) 628,164 -
Think Limited (£) 5,241,317 1,941,617

Profit/(loss) for the year

2019 2018

(8,837) -
317,271 -
(55,590) 377,715
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {conlinued)
Year ended 31 December 2019

15. Debtors
2019 2018
£ £
Trade debtors 34,609,691 30,541,001
Amounts owed by group undertakings 5,288,81% 4,272,674
Deferred tax asset - 2673
Prepayments and accrued income 1,097,893 5,682,257
Other debtors 2,214,807 478,500
43,211,210 40,977,105
16. Creditors: amounts falling due within one year
2019 2018
£ £
Trade creditors 785,339 696,671
Amounts owed to group undertakings 29,120,819 36,865,869
Accruals and deferred income 7,920,517 7,878,610
Corporation tax - 1,316,887
Social security and other taxes 6,969,407 4,947,110
Obligations under finance leases and hire purchase contracts - 1,416
Other creditors 6,817,011 6,296,880
51,613,093 58,003,443
17. Finance leases and hire purchase contracts
The total future minimum lease payments under finance leases and hire purchase contracts are
as follows:
2019 2018
£ £
Not later than 1 year - 1,416
18. Provisions
Deferred tax Dilapidation
(note 19) provision Total
£ £ £
At 1 January 2019 - 153,610 153,610
Additions 101,098 - 101,098
Charge against provision - (46,443) (46,443)
Unused amounts reversed - {(107,167) {(107,167)
At 31 December 2019 101,098 - 101,098

(a) A provision for dilapidations on the leasehcld premises is included within the financial
statements

(b} The actual quantum of any dilapidations can only be officially ascertained at the end of the
icase term and vacation of the property and thereafter subject to agreement with the landlord on
the guantum of any rectification work
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EPAM SYSTEMS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2019

19. Deferred tax

20.

21,

The deferred tax included in the statement of financial position is as follows:

2019 2018
£ £
Included in debtars (note 15) - 2,673
Included in provisions (note 18) {101,098) -
{101,098) 2,673

The deferred tax account consists of the tax effect of timing differences in respect of:

2019 2018
£ £
Accelerated capital allowances 165,921 23,452
Pension plan obligations {64,823) (26,125)
101,098 (2,673)

Employee benefits
Defined contribution plans

The amount recognised in profit or loss as an expense in refation to defined contribution plans was
£2,115,952 (2018: £1,438,059).

Share-based payments

The company is a member of the Epam Group and the UK employees are within the Group world-
wide scheme.

The company has two main share-based payment schemes

1) Share options
2) Restricted share units

Both are equity settled with UK employees being granted share options or RSU's in the parent
company Epam inc. Epam Inc is listed so a market price of the shares is readily available

As a Group share based plan, the fair value of the share options and RSU's is initially recognised
in the Parent company accounts. The UK company is recharged on a quarterly basis for the cost
of any share options or RSU's vested during the accounting year. The UK company does however
declare the gains and amounts arising via the UK payroll and is directly responsible for the
employer national insurance contributions arising. The basis of allocation of expense to the UK is
based on the reported amounts on the UK payroll

The financial statements include an accrual for the potential sums due on the RSU shares. The
first anniversary of the vesting of RSU units arose after the year end and the amount so provided
is based on the fair value of the outstanding shares and an assessment of the likely number of
RSU's that will expire prior to exercise.
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21. Share-based payments (continued)

Details of the number and weighted average exercise prices (WAEP) of share options during the
year are as follows:

2019 2018
No. WAEP No. WAEP
QOutstanding at 1 January 2019 135,126 41.48 177,618 36.39
Granted during the year 13,465 128.96 14,991 83.82
Forfeited during the year - - {8,150) 29.11
Exercised during the year {58,653) 58.05 {49,333) 38.71
Qutstanding at 31 December 2019 89,938 51.89 135,126 41.48
Exercisable at 31 December 2019 69,700 38.20 104,500 34.60

The total expense recognised in profit or loss for the year is as follows:

2019 2018
£ £
Equity-settled share-based payments 2,400,058 2,584 493
Cash-settled share-based payments 210,060 142 381

2610118 2,726,874

In respect of share options, the fair value of each option award is estimated on the date of grant
using the Black-Scholes option valuation maodel. Effective from 1 January 2018, the company
changed its methodology for estimating volatility used in the Black-Scholes option valuation model.
Prior to this date the company estimated the volatility of its common stock by using the historical
volatility of peer public companies including the company's historical volatility.

Epam Systems Limited recognises and measures its share-based payment expense based on a
reasonable aliocation of the expense for the group.

22. Financial instruments

The carrying amount for each category of financial instrument is as follows:
2019 2018
£ £
Financial assets that are debt instruments measured at amortised cost
Financial assets that are debt instruments measured at amortised
cost 67,476,732 60,347,854

Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost 37,848,822 43,690,052
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23,

24,

25.

26.

Called up share capital

Issued, called up and fully paid

Ordinary shares of £1 each 1 1 1 1

Reserves

Profit and loss account - This reserve records retained earnings and accumulated losses.

Analysis of changes in net debt

At At
1Jan 2019 Cashflows 31 Dec 2019
£ £ £
Cash at bank and in hand 25,055,680 2,431,011 27,486,691
Debt due within one year (36,867,285) 7,746,466 (29,120,819)

(11,811,605) 10,177,477  (1,634,128)

Operating leases

The total future minimum lease payments under non-cancellable operating leases are as follows:

2019 2018
£ £
Not later than 1 year 502,388 220,530
Later than 1 year and not later than 5 years 135,232 -
637,620 220,530
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27.

28.

Events after the end of the reporting period

Epam Systems Limited owns 100% of Think Limited and it is intended to simplify the UK corporate
structure by "hiving up” Think Limited into Epam Systems Limited. Effective as of January 1st 2020,
the business activity of Think Limited was transferred to Epam Systems Limited Ltd. Contracts with
continuing customers and vendors are expected to be formally novated to Epam Systems Ltd over
a transitional period following January 1, 2020.

Epam Systems Limited acquired Ricston Limited in September 2020, with offices in the UK, Malta
and Spain. Epam Systems Ltd. paid £4.954m in total for the shares. Ricston adds to EPAM's
extensive expertise in integration and connectivity - specifically in microservices and APl's -
providing our customers with the ability to reinvent their business, innovate faster and stay ahead
of their competition. This acquisition complements EPAM's technology consulting practice and
further enhances its strong capabilities in APl and microservices, as well as adding an integral
component to the company's growing salesforce practice.

During the first quarter of 2020, the spread of a new strain of coronavirus and the disease created
by that virus, COVID-19, has created a global pandemic. The CQOVID-19 global pandemic
continued to cause substantial globai public health and and economic challenges during the
second and third quarter of 2020 and our employees, communities and business operations, as
well as the global economy and financial markets ali continue to be affected.

Since the beginning of the COVID-19 pandemic, we have made the safety and weli-being of our
employees our top priority. Our business continuity plans are designed to ensure the safety and
well-being of EPAM professionals while supporting the operations of hundreds of customers
around the world. The vast majority of our employees are able to productively and securely work
from a remote location. We therefore do not expect that COVID-19 related restrictions on group
gatherings and non-sssential busingsses will have a material adverse effect on our ability to
operate our business or productively deliver services to our customers, nor on our financial
reporting systems, internal control over financial reporting, or disclosure controls and procedures.
With the increase in remote access to our systems and networks, we have acceierated some
ongoing security initiatives and programs,

Qur adaptive global delivery model enables us to deliver cur services and solutions to aur
customers from remote locations, so we continue to provide our customers with the products,
services, and solutions they seek to deliver their business results. We continually assess our
customers' current and future needs for EPAM personnel to work at their facilities and our global
delivery centres, so that we can deploy resources safely and in accordance with COVID-19
mitigation efforts.

We cannot accurately predict the extent to which the COVID-19 pandemic will continue to directly
and indirectly impact our business, results of operation and financial condition. Future
developments and actions to contain the public health and economic impact of the COVID-19
pandemic on the markets we serve are rapidly evolving and highly uncertain.

Related party transactions

The FRS 102 exemption has been utilised to not disclose transactions with wholly owned members
of the Epam Group.
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29. Controlling party

The largest group of undertakings for which group accounts are drawn up and of which the
company is a member is Epam Inc. The ultimate parent undertaking is incorporated in the United
States. Its principal place of business / headquarters is 41 University Drive, Suite 202, Newtown,
PA 18940, USA. Copies of the consolidated accounts can be obtained from the company website
www.epam.com. Epam Inc is quoted on the NYSE and its shareholders are primarily institutional
investors, so that ne one person has significant contro! of the group of the UK subsidiary, Epam

Systems Limited.
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In this annual report, “EPAM,” “EPAM Systems, Inc.,” the “Campany,” “we,” “us” and “our” refer to EPAM Systems, Inc. and its consolidated
subsidiaries.

“EPAM? is a trademark of EPAM Systems, Inc. “ISO 9001:2015” and “I1SO 27001:2013" are trademarks of the International Organization for
Standardization. “ISAE” is a trademark of the International Federation of Accountants. All other trademarks and servicemarks used herein are the property of
their respective owners.

Unless otherwise indicated, information contained in this annual report concerning our industry and the markets in which we operate, including our
general expectations and market position, market opportunity and market share, is based on information from various sources (including industry
publications, surveys and forecasts and our internal research), on assumptions that we have made, which we believe are reasonable, based on such data and
other similar sources and on our knowledge of the markets for our services. The projections, assumptions and estimates of our future performance and the
future performance of the industry in which we operate, are subject to a high degree of uncertainty and risk due to a variety of factors, including those
described under “Ttemn 1A. Risk Factors” and elsewhere in this annual report. These and other factors could cause results to differ materially from those
expressed in the estimates included in this annual report.



FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K contains estimates and forward-looking statements, principally in “Jtem 1, Business”, “ltem 1A. Risk Factors” and
“Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.” Qur estimates and forward-looking statements are mainly
based on our current expectations and estimates of future events and trends, which affect or may affect our businesses and operations. Although we believe
that these estimates and forward-looking siatements are hased upon reasonable assumptions, they are subject to several risks and uncertainties and are made in
light of information currently available to us. Important factors, in addition to the factors described in this annual report, may materially and adversely affect
our results as indicated in forward-looking statements. You should read this annual report and the documents that we have filed as exhibits hereto completely
and with the understanding that our actual future results may be materially different from what we expect.

2 [T » & 4.

The words “may,” “will,” “should,” “could,” “expect,” “‘plan,” “anticipate,” “believe,” “estimate,” “predict,” “intend,” “potential,” “might,” “would,”
“continue” or the negative of these terms or other comparable terminology and similar words are intended to identify estimates and forward-looking
statements. Estimates and forward-looking statements speak only as of the date they were made and, except to the extent required by law, we undertake no
obligation to update, to revise or to review any estimate and/or forward-looking statement because of new infarmation, future events or other factors.
Estimates and forward-looking statements invelve risks and uncertainties and are not guarantees of future performance. As a result of the risks and
uncertainties described above, the estimates and forward-looking statements discussed in this annual report might not occur and our future results, level of
activity, performance or achievements may differ materially from those expressed in these forward-looking statements due to, including, but not limited ta,
the factors mentioned above, and the differences may be material and adverse. Because of these uncertainties, you should not place undue reliance on these

forward-looking statements.



PART I
ftern 1. Business
Company Background

EPAM delivers end-to-end value to its customers by combining its core engineering and technelogy capabilities with business and experience
consulting. We support our customers in a market that is constantly challenged by the pressures of digitization through our innovative and scalable software
solutions, high quality business consulting and experience design, and a continually evelving mix of advanced capabilities. We focus en building long-term
partnerships with our customers, enabling them to reimagine their businesses through a digital lens.

Qur historical core competency, software development and product engineering services, combined with our work with global leaders in enterprise
software platforms and emerging technology companies, created our foundatien for the evelution of our other offerings, which include advanced technology
software sclutions, intelligent enterprise services and digital engagement. Our strategic acquisitions have expanded our geographic reach and service
capabilities to include digital strategy and design, consulting and test automation and we expect our strategic acquisitions will continue to enable us to offer a
broader range of services to our customers from a wide variety of locations.

Business Strategy

Our service offerings continuously evolve to provide more customized and integrated solutions to our customers where we combine best-in-class
software engineering with customer experience design, business consulting and technology innovation services. We are continually expanding our service
capabilities, moving beyond waditional services into business consulting, design and physical product development and areas such as artificial intelligence,
robotics and virtual reality.

EPAM’s key service offerings and solutions include the following practice areas:
Engineering

Our engineering foundation underpins how we architect, build and scale next-generation software solutions and agile delivery teams. Our engineering
expertise allows us 1o build enterprise technologies that improve business processes, offer smarter analytics and result in greater operational excellence
through requirements analysis and platform selection, deep and complex customization, cross-platform migration, implementation and integration.

We use oux experience, custom tools and specialized knowledge to integrate our customers’ chosen application platforms with their internal systems
and processes and to create custom selutions filling the gaps in their platforms’ functionality in order to address the needs of the customers® users and
customers. We address cur customers’ increased need for tighter enterprise integration between software development, testing and maintenance with private,
public and mobile infrastuctures through our infrastmicture management services. These solutions cover the full lifecycle of infrastructure management
including application, database, network, server, storage and systems operations management, as well as monitoring, incident notification and resolution. we
deliver maintenance and support services through our proprietary distributed project management processes and tools, which reduce the time and costs related
to maintenance, enhancement and support activities.

We have deep expertise and the ability to offer a comprehensive set of software product development services including preduct research, customer
experience design and prototyping, program management, component design and integration, full lifecycle sofiware testing, product deployment and end-user
customization, performance tuning, product support and maintenance, managed services, as well as porting and cross-platform migration, We facus on
software products covering a wide range of business applications as well as product development for multiple mobile platforms and embedded software
product services.

Operations

We turn our customers’ operations into intelligent enterprise hubs with our proprietary platforms, integrated engineering practices and smart
automation. Developing a digital experience or product from end-to-end requires input and expertise from a variety of professionals with a broad range of
skills. Our multidisciplinary teams and global delivery framework come together to deliver well-rounded technology solutions that bring a competitive
advantage to our customers. In addition to utilizing our dedicated delivery centers, which allow us to deploy key delivery talent, we work closely with leading
companies in various industries to enable our customers to better leverage technology and address the simultaneous pressures of driving value for their
consumer and offering a more engaging experience.
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Optimization

We turn process optimization into real transformation by using process automation and cognitive techniques to transform legacy processes and deliver
streamlined operations that increase revenues and reduce costs for our customers. We rely on our teams, methodologies and tools 1o optimize every stage of
software delivey for improved quality and better {eatures with each release.

We maintain a dedicated group of testing and quality assurance professionals with experience across a wide range of technology platforms and industry
verticals, who perform software application testing, test management, autemation and consulting services focused on helping customers improve their
existing software testing and quality assurance practices. We employ industry-recognized and proprietary defect tracking tools and frameworks to deliver a
comprehensive range of testing services that identify threats and close loopholes to protect our customers’ business systems from information loss.

Consulting

Over the years, as a complement to our core engineering skills, we have added capabilities in business consulting to give us an agile, hybrid approach
to the market. Qur consulting services drive deeper relationships as we help our customers with larger and more complex challenges. Our industry, technology
and experience consulting services are interconnected to deliver maximum impact for our customers. The functional business expertise of our professienals is
supplemented by a thorough understanding of technology platforms and their interactions as well as application of data science and machine learning to
deliver our best insights into our customers’ business.

Our technical advisory services help customers stay ahead of current technology changes and innovate, where innovation beyond technology is also
delivered through collaborative workshops, challenges and new organizational models.

Design

We apply design thinking to digital and service strategy, user experience and the product lifecycle with a focus on innovative design ideas and product
development. Our digital and service design practice provides strategy, design, creative and program management services for customers looking to improve
the user experience.

We are continuously lacking to strengthen and grow cur design and consulting practices as evidenced by our 2018 strategic acquisitions of Continuuim
Innovation LL.C, which enhances our consulting, physical design and product development capabilities, and Think Limited, which enhances our global
product and design offerings.

Industry Expertise

Strong industry-specific knowledge, backed by extensive experience merging technology with the business processes of our customers, allows us to
deliver tailored solutions to various industry verticals. Our customers operate in five main industry verticals as well as a number of other verticals in which
we are inCreasing our presence.

Financial Services. We have significant experience working with global investment banks, commercial and retail lending institutions, credit card and
payment solution companies, wealth management insttutions, fund operators, insurance companies and various other providers of financial services. We
assist these customers with challenges stemming from new regulations, compliance requirements, customer-based needs and risk management. Qur financial
services domain experts have been recognized with industry awards for engineering and deploying unique applications and business sclutions
that facilitate growth, competitiveness, and customer loyalty while driving cost efficiency for global financial institutions.

Travel and Consumer, Gur capabilities span a range of platforms, applications and solutions that businesses in travel and hospitality use to serve their
customers, capture managenment efficiencies, control operating expenses and grow revenues. Some of the world’s leading airlines, hotel providers and travel
agencies rely on our knowledge in creating high-quality tools for operating and managing their business. Within this vertical, we also serve global, regional
and local retailers, online retail brands, consumer goods manufacturers, distributors, and online marketplaces. We deliver a wide range of services to retail and
eCommerce customers from complex system modernizations to leading edge innovations in multi-channel sales and distribution. We have transformed
crganizations to use technology to expand and revolutionize their business models. Our services directly impact the consumer experience of our customers’
brands, and allow our customers to reach more consumers.
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Software and Hi-Tech, We provide complex software product developmtent services to meet software and technology companies” constant need for
innovation and agility, We help some of the most prominent software brands in the world build, what we believe to be, the best software. Through our
extensive experience with many industry leaders in Hi-Tech research and development, software engineering and integration, we have developed proprietary
internal processes, methodologies and information technology infrastructure, which give us an edge when it comes to serving customers in the Hi-Tech and
Software Product markets. Qur services span the complete software development lifecycle for software product development using our comprehensive
development methodologies, testing, performance tuning, deployment, maintenance and support.

Business Information and Media. We help our business information and media customers build products and selutions for all modern platforms
including web media streaming and mobile information delivery. Qur solutions help customers develop new revenue sources, accelerate the creation,
collection, packaging and management of content and reach broader audiences. We serve varied customers in this vertical including search engine providers,
entertainment media, news providers, broadcasting companies, financial information providers, content distributors, knowledge management organizations
and advertising networks.

Life Sciences and Healthcare, In the Life Sciences category, we partner with global pharmaceutical, medica! technology and biotechnelogy
companies 1o deliver saphisticated scientific informatics and innovative enterprise technology solutions. Our personnel in Life Sciences leverage their vast
technology expertse to otter deep scientific and mathematical knowledge to broad-based initidtives, Owr Lile Stienes sulutivis eudble customers to speed
research and accelerate time-to-market while improving collaboration, knowledge management and operational excellence. We help our customers in the
Healthcare industry respond to changing regulatory environments and improve the quality of care while managing the cost of care. Our professionals deliver
an end-to-end experience that includes strategy, architecture, development and managed services to customers ranging from the traditional healthcare
providers to innovative startups.

Emerging Verticals. We also serve the diverse technology needs of customers in the energy, telecommunicatiens, automotive and manufacturing
industries, as well as government customers. These costomers are included in our Emerging Verticals, which are further discussed in “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in Part Il of this annual report.

Customers

We maintain a geographically diverse client base in multiple industries. Our focus on delivering quality service is reflected in established relationships
with many of our customers, with 55.9% and 29.5% of our revenues in 2019 coming from customers that had used our services for at least five and ten years,
respectively. Our sustained growth and increased capabilities are furthered by both organic growth and strategic acquisitions. We continually evaluate
potential acquisition targets that can expand our vertical-specific domain expertise, geographic footpring, service portfolio, client base and management
expertise.

As we remain committed to diversifying our client base and adding more customers to our client mix, we expect revenue concentration from our lop
customers 1o continue to decrease over the long-term. The following table shows revenues from the top five and ten customers in the respective year as a
percentage of revenues for that year:

% of Revenues for Year Ended December 31,

2019 2018 2017
Top five customers 19.9% 22.3% 24.0%
Top ten customers 29.1% 31.6% 33.9%

See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part L1 of this Annual Report on Form 10-K
for additional information related to revenues.

See Note 15 “Segment [nformation” in the notes to our consolidated financial statements in this Annual Report on Form 10-K for information
regarding long-lived assets and customer revenues by geographic location as well as financial information related to our reportable segments.
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Global Delivery Model

We believe the development of a robust global delivery model creates a key competitive advantage, enabiing us to better understand and meet our
customers” diverse needs and to provide a compelling value proposition. We continuously grow our delivery platform both organicaily and through
strategically acquired locations and personnel with diversified skills that support our strategy. We had 32,561 delivery personnel as of December 31, 2019,
which mainly includes our core information technology professionals as well as designers, consultants and scientists.

We serve our customers through on-site, off-site and offshore locations across the world and use strategically located delivery centers to offer a strong,
diversified and cost-effective delivery platform. Our largest delivery centers are located in Belarus, Ukraine and Russia.

As of December 31, 2019, we had 9,314 delivery professionals located in Belarus. The majority of these delivery professionals are located in Minsk,
the capital of Belarus, which is well-positioned 10 serve as a prime IT outsourcing destination given its strong industrial base and established educationat
infrastructure. Furthermore, the government in Belarus strongly supports the technology industry and encourages investment in this sector through various
long-term tax incentives.

Qur locations in Ukraine and Russia offer many of the same benefits as Belarus, including educational infrastructure, availability of qualified software
engineers and government support of the technology industry. As of December 31, 2019, we had 7,478 delivery professionals in Ukraine and 5,394 delivery
professionals in Russia. Our delivery model has not been materially affected by the political and economic uncertainty in Ukraine and Russia to date.

Our other significant locations with delivery professionals are the United States with 2,236, Poland with 1,513, Hungary with 1,498, India with 1,476,
China with 562 and Mexico with 540 as of December 31, 2019.

Sales and Marketing

We market and sell our services through our senior management, sales and business development teams, account managers, and professional staff. Cur
client service professionals and account managers, who maintain direct customer relationships, play an integral role in engaging with current customers to
identify and pursue potential business opportunities. This strategy has been effective in promoting repeat business and growth from within our existing client
base and we believe that our reputation as a reliable provider of software engineering solutions drives additional business from inbound requests and referrals.
In addition to effective client management, our sales model also utilizes an integrated sales and marketing approach that leverages a dedicated sales team to
identify and acquire new accounts.

We maintain a marketing team, which coordinates corporate-level branding efforts such as participation in and hosting of industry conferences and
events as well as sponsorship of programming competitions. We have been recognized by many top global independent research agencies, such as Forrester,
Gartner, Zinnov and HFS and by publications such as Forbes and Fortune,

Employees

Our employees are a key factor in our ability to grow our revenues and serve our customers, therefore the ability to hire and retain highly-skilled
information technology professionals is critical to our success. We believe the quality of our employees serves as a key point of differentiation in how we
deliver a superior value propesition to our customers. Te attract, retain and motivate our delivery professionals, we offer a challenging work environment,
ongoing skills development initiatives, attractive career advancement, and promotion opportunities thus providing an environment and culture that rewards
entrepreneurial initiative and performance. We believe that we maintain a good working relationship with our employees and our employees have not entered
into any collective bargaining agreements (other than broad industry-wide agreements as required in Mexico and certain countries in Europe} or engaged in
any labor disputes.

In our competitive indusiry, it is critical that we effectively deploy the necessary personnel and utilization practices to satisfy the demands of our
customers. We have dedicated full-time employees who oversee all aspects of our human capital management process including professional talent
acquisition teams whose objective is to locate and attract qualified and experienced professionals around the world. We are continuously exploring new
markets as sources of talent.

As our business grows, we also focus on hiring and retaining individuals with appropriate skills te fill our executive, finance, legal, human resources
and other key management positions. At December 31, 2019, 2018 and 2017, we had a wotal of 36,739, 30,156 and 25,962 employees, respectively. Of these
employees, as of December 31, 2019, 2018 and 2017, respectively, 32,561, 26,760 and 22,998 were delivery professionals.
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We dedicate significant resources to the fraining, continuing education and career development programs of our entry-level and experienced delivery
professionals. We believe in the importance of suppaorting educational initiatives and we sponsor employees’ participation in internal and external training and
certifications. Entry-level personnel undergo a rigovous training program that consists of approximately three to six months of classroom training, as well as
numerous hours of hands-on training through actual engagements. This comprehensive program results in employees who are highly proficient and possess
deep technical expertise that enables them to immediately serve our customers’ needs. For our mid-level and senior delivery professionals, we offer
continuing education programs aimed at helping them advance in their careers. We also provide mentoring opportunities, management and soft skills training,
intensive workshops and management and technical advancement programs in order to support the development of middle and senior management through
formal leadership iraining, evaluation, development and promotion.

Competition

The markets in which we compete are changing rapidly and we {ace competition from both global technology solutions providers as well as those
based primarily in specific geographies with lower cost laber such as Eastern Europe, India and China. We believe that the principal competitive factors in our
business include technical expertise and industry knowledge, end-to-end solution offerings, a reputation for and a track record of high-quality and on-time
delivery of work, effective employee recruiting, training and retention, responsiveness o customers’ business needs, scale, financial stability and price.

We face competition from various technelogy services providers such as Accenture, Atos, Capgemini, Cognizant Technology Solutions, Deloiite
Digital, DXC Technology, Exiservice, Genpact, GlobalLogic, Globant, HCL Technologies, HP Enterprise, IBM Services, infosys, Mindtree, Perficient, Tata
Consultancy Services, Virtusa Corporation, and Wipro, among others. Additionally, we compete with numerous smaller local companies in the various
geographic markets in which we operate.

We believe that cur focus on complex and innavative software product development solutions, our technical employee base, and our development and
comtinuous improvement in process methodologies, applications and tools position us well to compete effectively in the future.

Quality Management and Information Security

We are continuously investing in applications, tools and infrasiructure to manage all aspects of our global delivery process in order to manage quality
and security risks, while providing control and visibility acress all project lifecycle stages both internally and to our customers. We maintain processes and
infrastructure to protect our clients’ and their customers’ confidential and sensitive infermation and allocate resources to ensure information security,
cybersecurity and data privacy. We have made significant investments in the appropriate people, processes and technology to establish and manage
compliance with confidentiality policies, laws and regulations governing our aclivities, such as the European Union data protection legal framework referred
to as the General Data Protection Regulation (“GDPR”), the California Consumer Privacy Act ("CCPA”), and others.

We focus on establishing stringent security standards and internal controls and meet the standards of 150 27001:2013 and I1SO 9001:2015. We are an
ISAE 3402 Type 2 certified IT services provider. This certification is issued by an auditor in compliance with the globally recognized assurance standard. The
certification, along with others we hold, provide our customers with independent third-party verification of our information security, quality management and
general contrels practices.

‘We have developed sophisticated project management techniques facilitated through our proprietary Project Management Tools, a weh-based
collaborative environment for software development, which we consider critical for visibility into project deliverables, resource management, team messaging
and project-relaied documents, These tools promoie collaboration and effective oversight, reduce work time and costs, and increase quality for our IT
management and our customers.

Corporate and Secial Responsibility

We are commitied to integraling positive social, environmental and ethical practices into our business operations and strategy. This conunitment is key
to our continual development as a business and drives value for our employees, customers, business partners, the community and other stakeholders, We
practice the principles established in our Code of Ethical Conduct by making positive contributions to the communities in which we operate and championing
corporate social responsibility efforts.



Table of Conténts

Through our focused efforts in the areas of Education, Environment, and Community, we are committed to sharing the expertise and attributes of our
highly skilled global workforce to effectively support the needs of, and positively add to the world at large and the communities where we work and live. By
understanding our impact on local, regional and global communities, we strive to create positive change and opportunities in areas where it is needed
most. Such effosts include our global technology education initiatives, through which we provide inncvative, indusay-relevant technology training and
mentorship programs to students globally as well as through other technelogy conferences, seminars, and hackathon events where we encourage social
innovation and jumpstart cotlaboration among our local tech communities. We maintain strong relationships with the leading technical institutions in Eastern
Europe and we support these universities through EPAM-branded research labs, developing training courses and curriculum, providing teaching equipment
and engaging students to identify their talents in information technology.

We believe responsible stewardship of the environment is critical, and we rake this responsibility seriously. We continually strive to improve our
environmental performance through implementation of sustainable development and environmental practices including recycling and upeycling electronics
and computers and designing and releasing a carbon footprint calculator to our employees and the general public. In addition, as an innovation-driven
business, EPAM’s success depends on hiring the most talented employees in the industry. We are committed to respecting our employees’ fundamental human
rights at work. We similarly expect our suppliers, vendars, and subcontractors and all other third-party companies that comprise EPAM’s supply chain to
respect human rights and to avoid complicity in human rights abuses. EPAM seeks to provide our customers with exceptional personnei, which includes
people with varied and diverse characteristics, to drive the innovation and thought diversity for which we are known. We aim to continuously retain and
supply a pipeline of qualified, diverse candidates to foster this goal,

Intellectual Property

Protecting our intellectual property rights is important to our business. We have invested, and will continue to invest, in research and development to
enhance our domain knowledge and create complex, specialized solutions for our customers. We rely on a combination of intellecrual property laws, trade
secrets, confidentiality procedures and contractual provisions to protect our intellectual property. We require our employees, vendors and independent
Contractors to enter into written agreemenis upon the commencement of their relationships with us, which assign to us all deliverable intellectual preperty and
work product made, developed or conceived by them in connection with their employment or provision of services. These agreements also provide that any
confidential or proprietary information disclosed or otherwise made available by us remains confidential.

We also enter into confidentiality and non-disclosure agreements with our customers. These customary agreements cover our use of our customers’
software systems and platforms as our customners usually own the intellectual property in the products we develop for them. Furthermore, we often grant a
perpetual, worldwide, royalty-free, nonexclusive, transferable and non-revocable license to our customers to use our pre-existing intellectual property, but
only to the extent necessary in order to use the software or systems we develop for them.

Regulations

Due to the industry and geographic diversity of our operations and services, our operations are subject to a variety of rules and regulations. Several
foreign and U.S. federal and state agencies regulate various aspects of our business. See “Item 1A. Risk Factors — Risks Relating to Our Business.” We are
subject to laws and regulations in the United States and other countries in which we operate, including export restrictions, economic sanctions, the Foreign
Corrupt Practices Act (“FCPA”) and similar anti-corruption laws and data privacy regulations. Compliance with these laws requires significant resources and
non-compliance may result in civil or criminal penalties and other remedial measures.

Corporate Information

EPAM Systems, Inc. was incorporated in the State of Delaware on December 18, 2002. Our predecessor entity was founded in 1993. Our principal
executive offices are located at 41 University Drive, Suite 202, Newtown, Pennsylvania 18940 and our telephone number is 267-759-9000. We maintain a
website at htep://www.epam.com. Our website and the information accessible through our website are nat incorporated into this Annual Report on Ferm 10-K.



Table of Coptents

We make certain filings with the Securities and Exchange Commission (“SEC”), including our Annual Report on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, and all amendments and exhibits to those reports. We make such filings available free of charge through the
Investor Relations section of our website, http:/finvestors.epam.com, as socn as reasonably practicable after they are filed with the SEC. The filings are also
available through the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549 or by calling 1-800-SEC-0330. Tn addition, the
SEC maintains a wehsite at http./fwww.sec.gov that contains reporis, proxy and information statements, and other information regarding issuers that file
electronically through the EDGAR System.

Item 1A. Risk Factors

Our operations and financial results ave subject to various risks and uncertainties, which could adversely affect our business, financial condition, results
of operations, cash flows, and the trading price of our common stock. Listed below, not necessarily in order of importance or probability of occurrence, are
the most significant risk factors applicable to us. Additionally, forward-looking statements are inherently subject to risks and uncertaingies, some of which
cannot be predicted or quantified. See “Forward-Looking Statements.”

Risks Relating to Our Business

We may be unable to effectively manage our rapid growth or achieve anticipated growth, which could place significant strain on our management,
systemis, resources, and results of operations.

We have grown rapidly and significantly expanded our business over the past several years, both arganically and through strategic acquisitions, Qur
growth has resulted in part from managing larger and maore complex projects for our customers, but consequently requires that we invest substantial amounts
of cash in new facilities and physical infrastructure. Our rapid growth places significant demands on our management and our administrative, operational and
financial infrastructure, and creates challenges, including:

recruiting, training and retaining sufficiently skilled professionals and management personnel;

+ planning resource utilization rates on a consistent basis and efficiently using on-site, off-site and offshore staffing;

-

maintaining close and effective relationships with a larger number of customers in a greater number of industries and [ocations;

controlling costs and minimizing cost overrns and project delays in new facilities and delivery centers;

effectively maintaining productivity levels and implementing process improvements across geographies and business units; and

= improving our internal administrative, operational and financial infrastructure.

We intend to continue our expansion and pursue available opportunities for the foreseeable future. As we introduce new services, enter into new
markets, and take on increasingly large and complex projects, our business may face new isks and challenges. If customers do not choose us for targe and
complex projects or we do not effectively manage those projects, our reputation, business, and financial goals may be damaged. We need to generate business
and revenues to support new facilities and infrastructure projects. 1f the challenges associated with expansion negatively impact our anticipated growth and
margins, our business, prospects, financial condition and resulis of operations could be materially adversely affecied.

We must successfully attract, hire, train and retain qualified personnel te service our customers’ projects and we must productively utilize those
personnel to remain profitable.

Hiring and retaining professionals with diverse skill sets across our broad geography of operations is critical to maintaining exjsting engagements and
obtaining new business. If we do not deploy those professionals and use computers, office space, and other fixed-cost resources productively, our profitability
will be significantly impacted. We must manage the utilization levels of the professionals that we hire and train by planning for future needs effectively and
staffing projects appropriately while accuracely predicting the general ecanomy and our customers’ need for our services. If we are unable to attract, hire,
train, and retain highly skilled personnel and productively deploy them on customer projects, we will jeopardize our ability to meer and develop ongoing and
future business and our financial condition and results of operations could be adversely affected.
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Competition for highly skilled professicnals is intense in the markets where we operate, and we may experience significant employee turnover rates
due to such competiticn. If we are unable to retain professionals with specialized skills, our revenues, operating efficiency and profitability will decrease.
Cost reductions, such as reducing headcount, or voluntary depaetures that result from our failure to retain the professionals we hire, could negatively affect
our reputation as an employer and our ability to hire personnel to meet our business requirements. Price increases could lead to a decline in demand for our
services.

Increases in wages, equity compensation, and other compensation expenses could prevent us from sustaining our competitive advantage, increase
our costs, and resudt in dilution to our stockholders.

Wages for technology professionals in the emerging markets where we have significant operations and delivery centers are lower than comparable
wages in more developed countries. However, wages in the technology industry in these countries may increase at a faster rate than in the past, which may
make us less competitive unless we are able to increase the efficiency and productivity of our people. If we increase operations and hiring in more developed
econpmies, our compensation expenses will increase because of the higher wages demanded by technology professionals in those markets. Wage inflation,
whether driven by competition for talent or ordinary course pay increases, may also increase our cost of praviding services and reduce our profitability if we
are not able to pass those costs on to our customers or charge premium prices when justified by market demand.

We expect tp continue our practice of granting equity-based awards under our stock incentive plans and paying other stock-based compensation. The
expenses associated with stock-based compensation may make issuing equity awards under our equity incentive plans less attractive to us, but if we reduce
the amount or value of equity award grants, we may not be able to attract and retain key personnel. Conversely, if we grant more or higher value equity
awards to attract and retain key personnel, the equity compensation expenses could materially adversely affect our results of operations. New regulations,
volatility in our stock, and dilution to our stockhalders could diminish our use and the value of our equity-based awards. This could put us at a competitive
disadvantage or cause us to reconsider our compensation practices.

Our success depends substantially on the continuing efforts of our senior executives and other key personnel, and our business may be severely
disrupted if we lose their services.

Our fuwre success heavily depends upon the continued services of our senior executives and other key employees. If one or more of our senior
executives or key employees are unable or unwilling to continue in their present positions, we may not be able (o replace them easily or at all. If any of our
senior executives or key personnel joins a competitor or forms a competing company, we may lose customers, suppliers, know-how and other key personnel
to those competitars, If we are unable to attract new senior executives or key personnel due to the intense competition for talent in our industry, it could
disrupt our business operations and growth.

Our operations in emerging markets subject us to greater economic, financial, and banking risks than we would face in more developed markets.

We have significant operations in certain emerging market economies in Eastern Europe, India and other Asian countries. Emerging markets are
vulnerable to market and economic volatility to a greater extent than more developed markets, which presents risks to our business and operations. A majority
of our revenues are generated in North America and Western Eurape. However, most of our personnel and delivery centers are located in lower cost locations,
including emerging markets. This exposes us to foreign exchange risks relating to revenues, compensation, purchases, capital expenditures, receivables and
other balance-sheet items. As we continue io leverage and expand our global delivery model into other emerging markets, a larger portion of our revenues and
incurred expenses may be in currencies other than U.S. dollars. Currency exchange volatility caused by economic instability or other factors could materially
impact our results. See “Irem 7A. Quantitative and Qualitative Disclosures About Market Risk.”

The economies of certain emerging market counuries where we operate have experienced periods of considerable instability and have been subject to
abrupt downturns. We have cash in banks in countries suixch as Belarus, Russia, Ukraine, Kazakhstan, Armenia and Uzbekistan, where the hanking sector
generally does not meet the banking standards of more developed markets, bank deposits made by corperate entities are not insured, and the banking system
remains subject to instability. A banking crisis, or the bankruptcy or insolvency of banks that receive or hold our funds, particularly in Belarus, may result in
the loss of our deposits or adversely affect our ability to complete banking transactions in that region. In addition, some countries where we operate may
impose regulatory or practical restrictions on the movement of cash and the exchange of foreign currencies within their banking systems, which would limit
our ability to use cash across our global operations and increase our exposure to currency fluctuations. Emerging market vulnerability, and especially its
impact on currency exchange volatility and banking systems, could have a material adverse effect on our business, financial condition and results of
operations.
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War, terrorism, other acts of violence or natural or manmade disasters, including the ongoing cenflict in Ukrairte, may affect the markets in which
we operate, our customers, and our service delivery.

Our business may be negatively affected by instability, disruption or destruction in the geographic regions where we operate. War, terrorism, riet, civil
insurrection or social unrest; and natural or manmade disasters, including famine, flood, fire, earthquake, pandemics and other regional or global health crises,
storm or disease may cause customers to delay their decisions on spending for the services we provide and give rise to sudden significant changes in regional
and global econamic conditions and cycles. Our crisis management procedures, business continuity, and disaster recovery plans may not be effective at
preventing or mitigating the effects of such disasters, particularly in the case of a catastrophic event. These events pose significant security risks to our people,
the facilities where they work, our operations, electricity and other utilities, communications, travel, and network services, and the disruption of any or all of
them could materially adversely affect our financial results. Travel restrictions resulting from natural or manmade distuptions and palitical or social conflict
increase the difficulty of obtaining and retaining highly-skilled and qualified professionals and could unexpectedly increase our labor costs and expenses, both
of which could also adversely affect our ability to serve our customers,

In particular, continuing military activities in Ukraine and Ukraine’s weak economic conditions have fueled ongoing economic uncertainty in Ukraine,
Russia and other markets, and the uncertainty is exacerbaied by existing and threatened economic sanctions imposed by the European Union, United States
and other nations on certain Russian entities in the energy, defense aud (iuancial scetors. We have delivery centevs in both Ukraine and Russia and between
35% and 40% of our billable professionals have been located in these two countries since the military activities began in 2014, although nane are located in
the most volatile regions of Eastern Ukraine. Long term disputes over Russia’s supply of oil and gas to Belarus have also reemerged. To date we have not
experienced any interruption in our office infrastructure, utility supply or internet cannectivity needed to support our customers. We continue to monitor the
situation closely and have developed contingency plans to velocate work and/or personnel to other locations and add new locations, as appropriate, but
prolonged political instability in Ukraine, sanctions against Russia, Russia’s potential response to such sanctions and tension between Russia and Belarus over
energy supply coutd have a material adverse effect on our aperations.

The U.S. Congress and Trump administration may make substantial changes to fiscal, political, requlatory and other federal policies that may
adversely affect our business and financial results,

Changes in general economic or political conditions in the United States could adversely affect our business. For example, the administration uander
President Donald Trump has put forth and may continue to propose significant changes with respect to a variety of issues, including international trade
agreements and conducting business offshore, import and export regulations, tariffs and customs duties, foreign relations, immigration laws and travel
restrictions, and corporate governance laws, that could have a positive or negative impact on our business.

The majority of our professionals are offshore. Companies that outsource services to organizations operatiing in other countries remains a topic of
political discussion in many countries, including the United States, which is our largest source of revenues. Proposed legislation in the United States could
fmpose restrictions on offshere outsourcing and on our ability to depioy employees holding U.S. work visas to customer locations, both of which could
adversely impact our business. Such legislative meastres could broaden restrictions on cutsourcing by federal and state government agencies and conracts
and impact private industry with tax disincentives, intellectual property transfer restrictions, and restrictions on the use or availability of certain work visas.

Some of our projects require our personnel to obtain visas to travel and work at client sites outside of our personnel’s home countries. Our reliance on
visas to staff projects with employees who are not citizens of the country where the work is to be performed makes us vulnerable to legislative and
administrative changes in visa and work permit laws and regulations. The process to obtain the required visas and work permits can be lengthy and difficult
and variations in application and enforcement due to political forces and economic conditions may cause delays or rejections when trying to obtain visas,
Delays in obtaining visas may result in delays in the ability of our personnel to travel to meet with and provide services to our customers or to continue 1o
provide services on a timely basis. In addition, the availability of a sufficient number of visas without significant additional cests could limit our ability to
pravide services to our customers on a timely and cost-effective basis or manage our sales and delivery centers as efficiently as we otherwise couid. Delays in
or the unavailability of visas and work permits could have a material adverse effect on our business, results of operations, financial condition and cash flows,
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We do not have long-term commitments from our customers, our customers gy terminate contracts before completion, choose not to renew
contracts, and we are not guaranteed payment for services performed under contract. A loss of business or non-payment from significant customers could
materially affect our results of operations.

Our ability to maintain continuing relationships with our major customers and successfully obtain payment fou our services is essential to the growth
and prolilability of our business. However, the volume of work performed for any specific customer is likely to vary from year to year, especially since we
generally are not our customers’ exclusive IT services provider and we generally do not have long-term commitments from customers to purchase our
services. We may also fail to adequately or accurately assess the creditworthiness of our customers. Our customers’ ability to terminate engagements with or
without cause and our customers’ inability or unwillingness to pay for services we performed makes our future revenues and profitability uncertain. Although
a substantial majority of our revenues are generated from customers who also contributed to our revenues during the prior year, our engagements with our
customers are typically for projects that are singular in nature. Therefore, we must seek to obtain new engagements when our current engagements end.

There are a number of factors relating to our customers that are outside of cur control, which might lead them to terminate or not renew a contract or
project with us, or be unable to pay us, including:

financial difficulties;

corporate restructuring, or mergers and acquisitions activity;

our inability to complete our contractual commitments and bitl and collect our contracted revenues;

« change in strategic priorities or economic conditions, resulting in elimination of the impetus for the project or a reduced level of technology related
spending;

+ change in cutsourcing stategy resulting in moving more work to the customer’s in-house technelogy depariments or to our competitors; and

+ replacement of existing software with packaged software supported by licensors.

Termination or non-renewal of a customer contract could cause us to experience a higher than expected number of unassigned emmployees and thus
compress our margins until we are able to reallocate our headcount. Customers that delay payment, request modifications to their payment arrangements, or
fail to meet their payment obligations to us could increase our cash collection time or cause us to incur bad debt expense. The loss of any of our major
customers, a significant decrease in the volume of work they outsource to us or price they are willing or able to pay us, if not replaced by new service
engagements and revenue, could materially adversely affect our revenues and results of operations,

Gur revenues are highly deperident on a limited number of industries, and any decrease in demand for outsaurced services in these industries
could reduce our revenues and adversely affect our results of operations.

A substantial portion of our customers are concentrated in five specific industry verticals: Financial Services; Software & Hi-Tech; Business
Informaticn & Media; Travel & Consumer; and Life Sciences & Healthcare. Our business growth largely depends on continued demand for our services from
customers in these five industry verticals and other industries that we target or may target in the future, and also depends on trends in these industries to
outsource the type of services we provide.

A downturn in any of our targeted industries, a slowdawn or reversal of the trend to outsource IT services in any of these industries or the introduction
of regulations that restrict or discourage companies from outsourcing could result in a decrease in the demand for our services and could have a material
adverse effect on our business, financial condition and results of operations. Other developments in the industries in which we operate may increase the
demand for lower cost or lower quality IT services and decrease the demand for our services, or increase the pressure our customers put on us to reduce
pricing, We may not be able to successfully anticipate and prepare for any such changes, which could adversely affect our results of operations.

Furthermeore, developments in the industries we serve could shift customer demand to new services, solutions or technology. If our customers demand
new services, solutions or technelogies, we may be less competitive in these new areas or may need to make significant investments to meet that demand.
Additionally, as we expand into serving new industry verticals, our solutiens and technology may be used by, or generally affect, a broader base of customers
and end users, which may expose us to new business and operational risks.
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If our pricing structures ore based on inaccurate expectations and assumptions regarding the cost and complexity of performmg our work, or if we
are not able to maintain favorable pricing for our services, then our contracts could be unprofitable.

We face a number of risks when pricing our contracts and setting terms with our custemers. Our pricing is highly dependent on our internal fovecasts,
assumptions and predictions about our projects, the marketplace, global economic conditions (including foreign exchange volarility) and the coordination of
aperations and personnel in multiple locations with Qifferent skill sets and competencies. Larger ang more complex projects that invelve multiple
engagements or stages heighten those pricing risks because a customer may choose not to retain us for additional stages or delay forecasted engagements,
which disrupts our planned project resource requirements. If our pricing for a project includes dedicated personnel or facilities and the customer were to slow
or stap that project, we may not be able to reallocate resources 1o other customers. Our pricing and cost estimates for the work that we perform may include
anticipated long-tenn cost savings that we expect to achieve and sustain over the life of the contract. Because of these inherent uncertainties, we may
underprice our projects, fail to accurately estimate the costs of performing the work or fail to accurately assess the risks associated with potential centracts,
such as defined performance goals, service levels, and completion schedules. The risk of underpricing our services or underestimating the costs of performing
the work is heightened in fixed -price contracts and in contracts that require our customer to receive a productivity benefit as a deliverable under the contract.
Tf we fail to accurately estimate the resources, time or quality levels required to complete such engagemets, or if the cast to us of employees, {facilities, or
technology unexpectedly increases, we could be exposed to cost overruns. Any increased or unexpected costs, delays or failures to achieve anticipated cost
savings, or umexpected risks we encounter in connection with the performance of the services, including thnse caused by factars outside our control, could
make these contracts less profitable or unprofitable.

Our industry is sensitive to the economic environment and the industry tends to decline during general economic downturns. Given our significant
reveses from North America and Europe, if those economies weaken or slow, pricing for our services may be depressed and our customers may reduce or
postpone their technology related spending significantly, which may in wirn lower the demand for our services and negatively affect our revenues and
profitability.

We face risks associated with having a long selling and implernentation cycle far our services that requiire us te make significant resource
commitnents prior to realizing revenues for those services.

‘We have a long selling cycle for our services. Before potential customers commit to use our services, they require us to expend substantial time and
resources educating themn on the value of our services and our ability to meet their requirements. Therefore, our selling cycle is subject to many risks and
delays over which we have little or no control, including our customers’ decision to select another service provider or in-house resources to perform the
services, the timing of our customers” budget cycles, and customer procurement and approval processes. If our sales cycle unexpectedly lengthens for one or
mare large projects, it could negatively affect the timing of our revenues and our revenue growth. In certain cases, we may begin work and incur costs priar ta
executing a coniract, which may cause fluctuations in recognizing revenues between periods or jeopardize our ability to collect payment from customers.

Implementing our services also involves a significant commiement of resources over an extended peried of time from both our customers and us. Our
current and future customers may not be willing er able to invest the time and resources necessary to implement our services, and we may fail to close sales
with potentiai customers despite devoting significant time and resources. Any significant faifure to generate revenues or delays in recognizing revenues after
incurring costs related to our sales or services processes could have a material adverse effect on our business,

We face intense and increasing competition for customers and opportunities from onshore and offshore IT services and other consuiting
companies. If we are unable to compete successfully against competitors, pricing pressures or loss of imarket share could have a material adverse effect on
our business.

The market for pur services is highly competitive, and we expect competition to persist and intensify, We face competition from offshore 1T services
providers in other outsourcing destinations with low wage costs such as India and China, as well as competition from large, global consulting and outsourcing
firms and in-house IT departments of large corporations. Customers tend to engage multiple 1T services providers instead of using an exclusive IT services
provider, which could reduce our revenues or place significant downward pressure on pricing among competing IT services providers. Customers may prefer
service providers that have more locations, more personnel, more experience in a particular country or market, or that are based in countries that are more
cost-competitive or have the perception of bejng more stable than some of the emerging markets in which we operate.

Current or prospective customers may elect to perform certain services themselves or may be discouraged from transferring services from onshore to
offshore service providers, which could harm our ability to compete effectively with competitors that provide services from within the countries in which our
customers aperate.
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Some of our present and potential competitors may have substantially greater financial, marketing or technical resources; therefore, we may be unable
{0 retain our customers or successfully atract new customers. Increased competition, our inability to compete successfully, pricing pressures or loss of market
share could have a material adverse effect on our business.

If we are unable to adapt to rapidly changing technologies, methodologies and evolving industry standards, we may lose customers and our
business could be marerially adversely affected.

Rapidiy changing technologies, methodologies and evolving industry standards are inherent in the market for our products and services. Our ability to
anticipate developments in our industry, enhance our existing services, develop and introduce new services, provide enhancements and new features for aur
products, and keep pace with changes and developments are critical to meeting changing customer needs. Developing selutions for our customers is
extremely complex and is expected to become increasingly complex and expensive in the future due to the introduction of new platforms, operating systems,
technologies and methodologies. Our ability to keep pace with, anticipate or respond to changes and developments is subject to a number of risks, including
that:

= we may find it difficult or costly o update existing or develop new services, applications, tools and software quickly enough to meet our customers’
needs;

= we may find it difficult or costly to make existing software and products work effectively and securely over the internet or with new or changed
operating systems;

= we may find it difficult or costly to update existing or develop new software, services, and products to keep pace with evolving industry standards,
methodoelogies, and regulatory developments in the industries where our customers operate; and

= we may find it difficult to maintain high quality levels with new technologies and methodologies.

We may not be successful in anticipating or responding to these developments in a timely manner, or if we do respond, the services, products,
technologies or methodologies we develop or implement may not be successful in the marketplace. Further, services, products, technologies or methodologies
that our competitors develop may render our services or products non-competitive or obselete. Our failure to enhance cur existing services and products and
to develop and introduce new services and products to promptly address the needs of our customers could have a material adverse effect on our business.

Undetected software design defects, errors or failures may result in loss of business or in liabilities that could materially adversely affect our
business.

Our software development solutions involve a high degree of techrological complexity, have unique specifications and could contain design defects or
software errors that are difficult to detect or correct. Errors or defects may result in the loss of current customers, revenues, market share, or customer data, a
failure to attract new customers or achieve market acceptance, and could divert development resources and increase suppott or service costs. We cannot
provide assurance that, despite testing by our customers and us, errors will not be found in the software products we develop or the services we perform, Any
such errors could result in claims for damages against us, litigation, and reputational harm that could materially adversely affect our business.

Security breaches and other disruptions to network security could compromise our information and expose us to liability, which weuld cause our
business and repuiation to suffer.

In the ordinary course of business, we collect, store, process, transmit, and view sensitive or confidential data, including intellectual property, or
proprietary business information or personally identifiable information belonging to us, our customers, respective employeas, and other end users. This
information is stored in our data centers and networks or in the data centers and networks of third-party providers. Physical security and the secure
processing, maintenance and transmission of this information is critical to our operations and business strategy. Some of our customers are seeking additional
assurances for the protection of their sensitive information, including personally identifiable information, and attach greater liability in the event that their
sensitive information is disclosed.

Despite security measures, informatien technology and infrastructure may be vulnerable to attacks by hackers or breached due to human error,
employee misconduct or malfeasance, system failure, or other disruptions. Any such breach could compromise our networks or the networks of our third-
party providers and the information stored there could be accessed, publicly disclosed, misappropriated, lost or stolen. Such a breach, misappropriation, or
disruption could also disrupt our operations and the services we provide to customers, damage our reputation, and cause a loss of confidence in our products
and services, as well as require us to expend significant resotirces to protect agaiast further breaches and to rectify problems caused by these events. Any such
access, disclosure or other loss of information could result in legal claims or proceedings, liability under applicable laws, and regulatory penalties and could
adversely affect our business, revenues and competitive position.
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If we cause disruptions to our customers’ businesses, provide inadequate service, or breach contractual obligations, our customers may have
claims for substantial damages against us and our reputation may be damaged. Our insurance coverage may be inadeguate to protect us against such
claims.

If our professionals make errors in the course of delivering services or we fail to meet contractual obligations to a customer, these errors or failures
could disrupt the customer’s business or expose confidential or personally identifiable information. Any of these events could result in a reduction in our
revenues, damage to our reputation, and could also result in a customer terminating our engagement and making claims for substantial damages against us.
Some of our customer agreements do not limit our potential [iability for occurrences such as breaches of confidentiality and intellectual property infringement
indemniry, and we cannot generally limit liability to third parties with which we do not have a contractual relationship. In some cases, breaches of
confidentiality obligations, including obligations to protect personally identifiable information, may entitle the aggrieved party to equitable remedies,
including injunctive relief.

Althongh we maintain professional liability insurance, product liability insurance, commercial general and property insurance, business interruption
insurance, workers’ compensation coverage, and umbrella insurance for certain of our operations, our insurance coverage does not insure against all risks in
our operatiens or all claims we may receive. Damage claims fram custotniers or third parties brought against us or claims that we initiate due to the disruption
of our business, litigation, or natural disasters, may not he covered by our insurance, may exceed the limits of our insurance coverage, and may result in
substantial costs and diversion of resources even if insured, Some types of insurance ave not available on reasonable terms or at all in some ¢ountiies in which
we operate, and we cannot insure against damage to our reputation. The assertion of one or more large claims against us, whether or not successful and
whether or not insured, could materially adversely affect our reputation, business, financial condition and results of operations.

A significant failure in our systems, telecommunications or IT infrastructure could harm our service model, which could result in a reduction of
our revenues and otherwise disrupt our business.

Our service mode) relies on maintaining active voice and data communications, online resource management, financial and operational record
management, customer service and data processing systems between our client sites, our delivery centers and our customer management locations. Our
business acuvities may be materially disrupted in the event of a partial or complete failure of any of these technologies, which could be due to software
malfunction, computer virus attacks, conversion errors due to system upgrades, damage from fire, earthquake, power loss, telecommunications failure,
unauthorized entry, demands placed on internet infrastructure by growing numbers of users and time spent online, increased bandwidth requirements or other
events beyond our control. Qur crisis management procedures, business continuity, and disaster recovery plans may not be effective at preventing or
mitigating the effects of such disruptions, particularly in the case of a catastrophic event. Loss of all or part of the infrastructure or systems for a peried of
time could hinder our performance or our ability to complete customer projects on time which, in turn, could lead to a reduction of our revenues or otherwise
materially adversely affect our business and business reputation.

Our ability to generate and retain business could depend on our reputation in the marketplace.

Our services are marketed to custamers and prospective customers based on a number of factors, including reputation. Our corporate reputation is a
significant factor in our customers’ evaluation of whether 1o engage our services. Our customers' perception of our ability to add value through cur services is
critical to the profitability of our engagements. We believe the EPAM brand name and our reputation are important corporate assets that help distinguish our
services from those of our competitors and contribute to our efforts to recruit and retain talented employees.

Our corporate reputation is potentially susceptible to damage by actions or statements made by current or former customers and employees,
competitors, vendors, adversaries in legal proceedings, govemiment regulators, as well as members of the investment community and the media. There is a
risk that negative information about us, even if untrue, could adversely affect our business, could cause damage to our reputation and be challenging to repair,
could make potential or existing customers reluctant to select us for new engagements, and could adversely affect our recruitment and retention efforts.
Damage to our reputation could also reduce the value and effectiveness of the EPAM brand name and could reduce investor confidence in us.
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If we fail to integrate or manage acquired companies efficiently, or if acquisitions do not perform o our expectations, our overall profitability and
gl‘OW[h plans could be-maleriaily qdverse[y affgc[ed,

Strategic acquisitions are part of our expansion strategy, but these transactions involve significant risks. Acquired companies may not advance our
business stiategy or achieve a satisfacrory return on our investment, we may not be able to successtully integrate acquired employees and business culture,
customer relationships, or operations, and acquisitions divert significant management attention and financial resources from our ongoing business.
Furthermore, contracts between our acquisition targets and their customers may lack terms and conditions that adequately protect us against the risks
associated with the services we provide, which may increase our potential exposure to damages. If not effectively managed, the disruption of our ongoing
business, increases in our expenses, including significant one-time expenses and write-offs, and difficulty and complexity of effectively integrating acquired
operations may adversely affect our overall growth and profitability.

We may not be able to prevent unauthorized use of our intellectual property, and our intellectual property rights may not be adequate to protect our
business and competitive position,

We rely on a combination of copyright, trademark, patent, unfair competition and trade secret laws, as well as intellectual property assignment and
confidentiality agreements and other methods to protect our intellectual property rights. Protection of intellectual property rights and cenfidentiality in some
countries in which we operate may not be as effective as in the United States or other countries with more developed intellectual property protections.

We require our employees and independent contractors to assign to us all intellectual property and work product they create in connection with their
employment or engagement. These assignment agreements also obligate our personnel to keep proprietary information confidential. If these agreements are
not enforceable in any of the jurisdictions in which we operate, we cannot ensure that we will own the intellectual property they create or that our proprietary
information will not be disclosed. Qur customers and certain vendors are generally obligated to keep our information confidential, but if these contractual
obligations are not entered, or are breached or deemed unenforceable, our trade secrets, know-how or other proprietary information may be subject to
unauthorized use, misappropriation or disclosure. Reverse engineering, unauthorized copying or other misappropriation of our and our customers’ proprietary
technologies, toals and applications could enable unauthorized parties 1o benefit from our or our customers’ technologies, tools and applications without
payment and may make us liable to our customers for damages and compensation, which could harm our business and competitive position.

We rely on our trademarks, trade names, service marks and brand names to distinguish our services and solutions from the services of our competitors.
We have registered or applied to register many of these tradeimarks. Third parties may oppose our trademark applications, or otherwise challenge our use of
our trademarks. In the event that our trademarks are successfully chaltenged, we could be forced to rebrand our services and solutions, which could result in
loss of brand recognition, and could require us to devote additional resources to advertising and marketing new brands. Further, we cannaot provide assurance
that competitors will not infringe aur trademarks, or that we will have adequate resources to enforce our trademarks. If we do enforce our trademarks and our
other intellectual property rights through litigation, we may not be successful and the litigation may result in substantial costs and diversion of resources and
management attention.
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We may face intellectual property infringement claims that could be time-consuming and costly to defend. If we fail to defend ourselves against
such claims, we may lose significant intellectual property rights and may be unable to continue providing our existing services.

Qur success largely depends on our ability to use and develop our technology, tools, code, methodologies, products, and services without infringing the
intellecwal property rights of third parties, including patents, copyrights, trade secrets and trademarks. We may be unaware of intellectual property rights
relating to our products or services that may give rise to potential infringement claims against us, If those intellectual property rights are potentially relevant
to our service offerings, we may need to license those rights in order 1o continue to use the applicable technology, but the holders of those intellectual property
rights may be unwilling o license those rights to us on commercially acceptable terms, if at all. There may also be technologies licensed to and relied on by
us that if subject to infringement or misappropriation claims by third parties, may become unavailable to us if such third parties obtain an injunction to
prevent us from delivering our services or using technology involving the allegedly infringing intellectual property.

We typically indemnify customers who purchase our products, services and solutions against potential infringement of third-party intellectual property
rights, which subjects us to the risk and cost of defending the underlying infringement claims. These claims may require us to initiate or defend protracted and
costly litigation on behalf of our cusiomers, regardless of the merits of these claims, and our indemnification obligations are often not subject to liability
limits or exclusion of consequential, indirect or punitive damages. Intellectual property litigation could also divert our management’s attention from gur
business and existing or potential customers could defer or limit their purchase or use ot our sottware product development services vt sulutivus until we
resolve such litigation. If any of these claims succeed, we may be forced 1o pay damages on behaif of our customers, redesign or cease offering our allegedly
infringing products, services, or solutions, or obtain licenses for the inteliectual property that such services or solutions allegedly infringe. If we cannet ebtain
all necessary licenses on commercially reasonable terms, our customers may be forced to stop using our services or solutions,

Any of these actions, regardless aof the outcome of litigation or merits of the claim, could damage our reputation and materially adversely affect our
business, financial condition and results of operations.

We are subject to laws and regulations in the United States and other countries in which we operate, including export restrictions, economic
sanctions, the FCPA, and similar anti-corruption laws. Compliance with these laws requires significant resources and non-compliance may result in civil
or criminal penalties and other remedial measures.

We are subject to many laws and regulations that restrict our international operations, including laws that prohibit activities involving restricted
countries, organizations, entities and persons that have been identified as unlawful actors or that are subject to U.S. sanctions, The U.5, Office of Foreign
Assets Control, or OFAC, and other international bodies have imposed sanctions that prohibit us from engaging in trade or financial transactions with certain
countries, businesses, organizations and individuals. We are also subject to the FCPA and anti-bribery and anti-corruption laws in other countries, all of which
prohibit companies and their intermediaries from bribing government officials for the purpose of cbtaining or keeping business or otherwise obtaining
favorable weanment. We operate in many parts of the world that have experienced government corruption to some degree, and, in certain circumstances, strict
compliance with anti-bribery laws may conflict with local customs and practices, although adherence to local customs and practices is generally not a defense
under U.S. and other anti-bribery laws.

Our compliance program contains controls and procedures designed to ensure our compliance with the FCPA, OFAC and other sanctions, and laws and
regulations. The continuing implementation and ongoing development and monitoring of our compliance program may be time consuming and expensive,
and could result in the discovery of compliance issues or violations by us or our employees, independent contractors, subcontractors or agents of which we
were previously unaware.

Any violations of these or other laws, regulations and procedures by our employees, independent contractors, subconiractors and agents, including
third parties we associate with or companies we acquire, could expose us to administrative, civil or criminal penalties, fines or business restrictions, which
could have a material adverse effect on our results of operations and financial condition and would adversely affect our reputation and the market for shares
of our common stock and may require certain of our investors to disclose their investment in us under certain state laws.
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Changes in privacy and data protection regulations could expose us to risks of noncompliance and costs associated with compliance.

EPAM is subject to the GDPR and the CCPA, each of which imposes significant restrictions and requirements relating to the processing of personal
data. These and other recent international data protection laws are more burdensome than historical privacy standards, especially in the United States. The
CCPA and GDPR each established complex legal obligations that organizations must tollow with respect to the processing of personal data, including a
prohibition on the transfer of personal information to third parties or to other countries, and the imposition of additional notification, security and other
control measures.

Enforcement actions taken by the European Union data protection authorities, in the case of GDPR, or by individuals or the California regulatory
authorities, in the case of the CCPA, as well as audits or investigations by ane or more individuals, organizations, or foreign government agencies could result
in penalties and fines for non-compliance or direct claims against us in the event of any loss or damage as a result of a breach of these regulations. The burden
of compliance with additional data protection requirements may result in significant additional costs, complexity and risk in our services and customer may
seek to shift the potential risks resulting from the implementation of data privacy legislation 1o us. We are required to establish processes and change certain
operations in relation to the processing of personal data as a result of GDPR and CCPA, which may involve substantial expense and distraction from other
aspects of our business.

Complying with a wide variety of legal requirements in the jurisdictions where we operate can create risks to our operations and financial
condition, including liquidation of the subsidiaries that operate our major delivery centers.

Our global operations require us to comply with a wide variety of foreign laws and regulations, trade or foreign exchange restrictions or sanctions,
inflation, unstable political and military situations, labor issues, and legal systems that make it more difficult to enforce intellectual property, contractual, or
corporate rights. Certain legal provisions in Russia, Belarus, and Ukraine, where our local subsidiaries operate important delivery centers and employ a
significant number of billable professionals, may allow a court to order liquidation of a locally organized legal entity on the basis of its formal noncompliance
with certain requirements during formation, reorganization or during its operations. If we fail to comply with certain requirements, including those relating to
minimum net assets, governmental or local authorities can seek the involuntary liquidation of our local subsidiaries in court, and creditors will have the right
to accelerate their claims, demand early performance of the company’s obligations, and demand compensation for any damages. Involuntary liquidation of
any of our subsidiaries could materially adversely affect our financial condition and results of operations.

OQur effective tax rate could be materially adversely affected by several factors.

We conduct business globally and file income tax returns in multiple jurisdictions. Our effective tax rate could be materially adversely affected by
several factors, including changes in the amount of income taxed by or allocated to the various jurisdictions in which we operate that have differing stawtory
tax rates; changing tax laws, regulations and interpretations of such tax laws in one or more jurisdictions; and the resolution of jssues arising from tax audits
or examinations and any related interest or penalties. The determination of our provision for income taxes and other tax liabilities requires estimation,
judgment and calculations where the ultimate tax determination may not be certain. Our detennination of tax liability is always subject to review or
examination by autharities in various jurisdicticns. 1f a tax authority in any jurisdiction reviews any of our tax returns and proposes an adjustment, including,
but not limited to, a determination that the transfer prices and terms we have applied are not appropriate, such an adjustment could have a negative impact on
our results of operations, business, and profitability. In addition, any significant changes to the Tax Cuts and Jobs Act {*U.S. Tax Act”) enacted in 2017, or to
regulatory guidance associated with the U.S. Tax Act, could materially adversely affect our effective tax rate.

Our operating results may be niegatively impacted by the loss of certain tax benefits provided to companies in our industry by the governments of
Belarus and other countries,

In Belarus, our local subsidiary along with ather member technology companies of High-Technologies Park have a full exemption from Belarus
income tax and value added tax until 2049 and are taxed at reduced rates on a variety of other taxes. In Russia, our local subsidiary along with other qualified
IT companies, benefit from paying obligatory social contributions to the government at a significantty reduced rate as well as an exemption from value added
tax in certain circumstances. If these tax benefits are changed, terminated, not extended or comparable new tax incentives are not introduced, we expect that
our effective income tax rate and/or our operating expenses could increase significantly, which could materially adversely affect our financial condition and
results of aperations. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Provision for Income Taxes.”
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There may be adverse tax and employment law consequences if the independent contractor status of some of our personnel or the exempt status of
our employees is successfully challenged.

In several countries, certain of our personnel are retained as independent contractors, The criteria to determine whether an individual is considered an
independent contractor or an employee are typically fact sensitive and vary by jurisdiction, as can the interpretation of the applicable laws. If a government
authority or court makes any adverse defermination with respect 1o independent contractors in general or one or more of our independent contractors
specifically, we could incur significant costs, including for prior periods, in respect of tax withholding, social security taxes or payments, workers’
compensation and unemployment contributions, and recordkeeping, or we may be required to modify cur business model, any of which could materially
adversely affect our business, financial condition and results of operations and increase the difficulty in attracting and retaining personnel.

We may need additional capital, and a failure to reise additional capital on terms favorable to us, or at all, could limit our ability to grow our
husiness and develop or enhance our service offerings to respond to market demand or competitive challenges.

We helieve that our current cash, cash flow from operations and revolving line of credit are sufficient to meet our anticipated cash needs for at least the
next twelve months. We may, however, require additional cash resources due to changed business conditions or other future developments, including any
Invesiments or acquisitions that we may decide to pursue. If these resources ate iusufficient to satisfy our cash requirements, we may seek to sell additional
equity or debt securities or obtain another or larger credit facility, and we cannot be certain that such additional financing would be available on terms
acceptable o us or at all. The sale of additional equity securities could result in dilution to our stockholders, and additional indebtedness would result in
increased debt service costs and obligations and could impose operating and financial covenants that would further restrict our aperations.

Our stock price is volatile.

Gur common stock has at times experienced substantial price volatility as a result of variations between our actual and anticipated financial results,
announcements by our competitors and us, projections or speculation about our business or that of our competitors by the media or investment analysts or
uncertainty about current global economic conditiens. The stock market, as a whole, also has experienced price and volume fluctuations that have affected the
market price of many techhology companies in ways that may have been unrelated to these companies’ operating performance, Furthenmore, we believe our
stock price should reflect furure growth and profitability expectations and, if we fail to meet these expectations, our stock price may significantly decline.

Expense related to our liability-classified restricted stock units, which are subject to mark-to-market acceunting, and the calculation of the weighted-
average diluted shares outstanding in accordance with the treasury method are both affected by our stock price. Any fluctuations in the price of our stock will
affect our future operating results.

Cur hedging program is subject to counterparty default risk.

We enter into foreign currency forward centracts with a number of counterparties. As a result, we are subject to the risk that the counterparty to one or
more of these contracts defaults on its performance under the contract. During an economic downturn, the counterparty’s financial condition may deteriorate
rapidly and with little notice and we may be unahle to take action to protect our exposure. In the event of a counterparty default, we could incur significant
losses, which may harm our business and financial condition. In the event that one or more of our counterparties becomes insolvent or files for bankrupicy,
our ability to eventually recover any losses suffered as a resull of that counterparty’s defauit may be limited by the liquidity of the counterparty.

Item 1B. Unreselved Staff Comments
None.
item 2. Properties

Our corporate headquarters are located in Newtown, Pennsylvania. We own and lease office buildings used as delivery centers, client management
locations and space for administrative and support functions. These facilities are located in numerous cities worldwide and are sirategically positioned in
relaticn to our talent sources and key in-market locations to align with the needs of our operations. We believe that our existing praperties are adequate to
meet the current requirements of our business, and that suitable additional or substitute space will be available, if necessary. Our facilities are used
interchangeably among all of our segments. See Note 15 “Segment Information” in the notes to our consolidated financial statements in this Annual Repon
on Form 10-K for information regarding the geographical locations and values of our long-lived assets. See
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Note 7 “Leases” in the notes to pur consolidated financial statements in this Annual Report on Form 10-K for information regarding our leased assets.

Item 3. Legal Proceedings

From time to time, we are involved in litigation and claims arising out of our business and operations in the normal course of business. We are not
currently a party to any material legal proceeding, nor are we aware of any material legal or governmental proceedings pending or contemplated to be brought

against us.
Item 4. Mine Safety Disclosures

None.
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PART II
Ttem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information
Our common stock is traded on the New York Stock Exchange ("NYSE”} under the symbol “EPAM.”

The price range per share of common stack presented below represents the highest and lowest intraday sales prices for the Company’s common stock
on the NYSE during each quarter of the two most recent years.

2019

Quarter Ended High Low
December 31 $ 21700 & 168.26
September 30 $ 201.00 $ 174.71
June 30 $ 18055 § 157.16
March 31 $ 17371 & 111.44
2018

Quarter Ended High Low
December 31 $ 13931 § 104.77
September 30 $ 14419 § 115.95
June 30 5 13175 § 110.20
March 31 $ 12588 % 102.03

As of February 12, 2020, we had approximately 18 stockholders of record of our common stock. The number of record holders does not include
holders of shares in “street name” or persons, partnerships, associations, corporations or other entities identified in security position listings maintained by
depositories.

Dividend Policy

We have not declared or paid any cash dividends on our common stock and currently do not anticipate paying any cash dividends in the foreseeable
future. Instead, we intend io retain all available funds and any future earnings for use in the operation and expansion of our business. Any future
determination relating to our dividend policy will be made at the discretion of our Board of Directors and will depend on our future earnings, capital
requirements, financial condition, future prospects, applicable Delaware law, which provides that dividends are only payable out of surplus or current et
profits, and other factors that our Board of Directors deems relevant. In addition, cur revolving credit facility restricts our ahility 1o make or pay dividends
{other than certain intercompany dividends) unless no potential or actual event of default has cccurred or would be triggered thereby.

Equity Compensation Plan Information

See “Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters” in Part 111 of this Annual Report
for our equity compensation plan information.
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Performance Graph

The following graph compares the cumulative total stockholder return en our common stock with the cumulative total return on the S&P 500 Index and
a Peer Group Index (capitalization weighted) for the period beginning December 31, 2014 and ending December 31, 2019. The stock performance shown on
the geaph below is not indicative of furure price performance. The following performance graph and related information shall not be deemed “soliciting
material” or to be “filed” with the SEC, nor shall information be incorporated by reference into any future filing under the Securities Act of 1933 or Securities
Exchange Act of 1934, each as amended, except to the extent that we specifically incorporate it by reference into such filing.
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Company/Index 12/3172014 12/31/2015 12/31/2016 12/31/2017 12/31/2018 12/31/2019
EPAM Systems, Inc. $ 10000 § 16465 $ 13468 3 22498 § 242585 % 444.31
Peer Group Index 5 100.00 % 11957 $% 11532 % 157.15  § 13641 §$ 145.19
S&FP 500 Index b 10000 % 10138 § 11351 § 13828 % 13223 % 173.86
n Graph assumes $100 invested on December 31, 2014, in cur common stock, a Peer Group and the S&1 500 Tndex.
[¥3)] Cumulative total return assumes reinvestment of dividends.
[€)) The Peer Group includes Cognizant lechnology Solutions Corp. (NASDAQ:CTSH), ExlService Loldings, [nc. (NASDAQ:EXLS), Globant S.A. {NASDAQ:CLOB}, Infosys l.ad.

(NYSE:INEY), Perticient, Inc. (NASDAQ:PRFT), virusa Corporation (NASDAQ:VRTUY, and Wipro Limited (NYSE:WIT).
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Unregistered Sales of Equity Securities

In connection with the Company’s acquisition of all of the owtstanding equity of Axsphére SAS (“Axsphere”), on September 3, 2019, the Company
issued 18,787 shares of common stock to the Axsphere seller under the terms of the purchase agreement. Of these issued shares, 4,757 shares were
immediately transferred to the seller and accounted for as service-based stock-based compensation expense; 4,637 shares were deposited in an escrow account
to satisfy certain potential indemnification claims and were accounted for as service-based stock-based compensation; and 9,393 shares were deposited in an
esclow account and will be released upon achievement of certain performance metrics and are accounted for as performance-based stock-based
compensation. All of the shares of commaon stock issued in connection with these transactions are restricted securities (as defined in Rule 144 of the Securities
Act of 1933, as amended (the “Securities Act”)). No underwriter was involved in these transactions and no underwriting commissions were paid. The
transactions were exempt fromn the vegistration requirements pursuant te Section 4(a}(2) of the Securities Act, since such transactions did not invelve any
public offering.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Under our equity-based compensation plans, on the date of vesting of stock-based compensation awards to our personnel, the Company withholds a
number of shares of vested stock to satisfy tax withholding obligations arising on that date. The number of shares of stock to be withheld is calculated based
on the closing price of the Company’s common stock on the vesting date. The following table provides information about shares withheld by the Company
during the year ended December 31, 2019:

Total Number of Shaves Maximum Dollar Amount of
Total Number of Average Price Purchased as Part of Publicly Shares That May Yet Be
Period Shares Purchased Paid Per Share Announced Plans or Programs  Purchased Under the Program
January 1, 2019 to January 31, 2019 319 % 141.48 — —
March 1, 2019 to March 31, 2019 81,243 & 165.41 — — '
April 1, 2019 to April 30, 2019 1,615 % 174.33 — —
May 1, 2019 1o May 31, 2019 71 % 171.57 — —_
June 1, 2019 to June 30, 2019 338 3% 173.67 — —_
July 1, 2019 to July 31, 2019 5846 § 182.75 — —
August 1, 2019 to August 31, 2019 108§ 193.23 — —
September 1, 2019 to September 30, 2019 7 % 180.36 — —
October 1, 2019 to October 31, 2019 326 % 189.20 —_ —
November 1, 2019 to0 November 30, 2019 5227 % 179.82 — _
December 1, 2019 to December 31, 2019 63 % 211.90 — —
Total 95,223 % 167.52 — —

—_——
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Item 6. Selected Financial Data

The following table represents selected financial data for each of the last five years. Qur historical results are not necessarily indicative of the results to
be expected for any future period. The following selected financial data should be read in conjunction with “Item 7. Management’s Discussion and Analysis
of Financial Condition and Results of Operations” and our consolidated financial statements and related notes included elsewhere in this annual report.

Year Ended December 31,

2019 2018 2017 2016 2015

(in thonsands, except per share data}
Consolidated Statements of Income Data:

Revenues $ 2,293,798 § 1,842912 § 1,450,448 3 1,160,132 § 914,128
Operating expenses:
Cost of revenues (exclusive of depreciation and

amortization) 1,488,198 1,186,921 921,352 737,186 566,913

Selling, general and administrative expenses 457,433 373,587 327,588 265,863 223,853

Depreciation and amortization expense 45,317 36,640 28,562 23,387 17,395
Income from operations 302,850 245,764 172,946 133,696 105,367
Interest and other income, net 8,725 3,522 4,601 4,848 4,731
Foreign exchange (loss)/gain (12,049) 487 (3,242) (12,078) (4,628)
Income before provision for income taxes 299,526 249,773 174,305 126,466 106,070
Provision for income taxes 38,469 9,517 101,545 27,200 21,614
Net income $ 261,057 §$ 240,256 § 72,760 % 99,266 $ 84,456
Net income per share of common stock:

Basic $ 4.77 % 448 % 140 % 197 § 1.73

Diluted $ 453 % 424 3 132 % 1.87 % 1.62
Shares used in calculation of net income per share;

Basic 54,719 53,623 52,077 50,309 48,721

Diluted 57,668 56,673 54,984 53,215 51,986

As of December 31,
2019 2018 2017 2016 2015

(int thousands)
Consolidated Balance Sheets Data:

Cash and cash equivalents $ 936,552 $ 770,560 $ 582,585 & 362,025 % 199,449
Trade receivables and contract assets, net $ 497,716 % 402,337 $ 352,139 % 263,307 % 270,425
Property and equipment, net 3 165,259 $ 102,646 % 86419 § 73616 §$ 60,499
Total assets $ 2,244208 % 1,611,802 % 1,250,256 § 925,811 % 778,536
Long-term debt $ 25074 % 25,031 § 25,033 § 25048 % 35,000
Total liabilities $ 648,063 § 349,206 $ 275,309 & 144399 % 165,313
Total stockholders’ equity $ 1,596,145 $ 1,262,596 % 974,947 § 781,412 % 613,223
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Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the follawing discussion and analysis of our financial condition and results of operations together with our audited consolidated
financial statements and the related notes included elsewhere in this annual report. In addition to historical information, this discussion contains forward-
looking statements that involve risks, uncertainties and assumptions that could cause actual results to differ materiaily from management’s expectations.
Factors that could cause such differences are discussed in the sections entitied “Forward-Looking Statements” and “Part L. Item 1A. Risk Factors.” We
assume no obligation to update any of these forward-looking statements.

Executive Summary

We are a leading global provider of digital platform engineering and software development services offering specialized technological solutions to
many of the world’s leading organizations.

Our customers depend on us to solve their complex technical challenges and rely on cur expertise in core engineering, advanced technology, digital
design and intelligent enterprise development. We continuously explore opportunities in new industries to expand our core industry client base in software
and technology, financial services, business information and media, travel and consumer, retail and distribution and life sciences and healthcare, Qur teams of
developers, architects, consultants, strategists, engineers, designers, and product experts have the capabilities and skill sets to deliver business results.

Our global delivery model and centralized suppert functions, combined with the benefits of scale from the shared use of fixed-cost resources, enhance
our productivity levels and enable us to better manage the efficiency of our glebal operations. As a result, we have created a delivery base whereby our
applications, wols, methodolegies and infrastructure allow us to seamlessly deliver services and solutions from our delivery centers to global customers
across all geographies, further strengthening our relationships with them.

Through increased specialization in focused verticals and a continued emphasis on strategic partnerships, we are leveraging our roots in software
engineering to grow as a recognized brand in software development and end-to-end digital transformation services for our customers.




Table of Contents

Overview of 2019 and Financial Highlights
The following table presents a summary of our results of operations for the years ended December 31, 2419, 2018 and 2017:

Year Ended December 31,

2019 2018 2017
% of revenues % of revenues % of revenues

(in millions, except percentages and per share data)

Revenues $ 2,2938 100.0% $ 18429 100.0% $ 11,4504 100.0%
Income from operations $ 302.9 13.2% § 245.8 13.3% § 172.9 11.5%
Net income $ 261.1 11.4% $ 2403 13.0% $ 72.8 5.0%
Effective tax rate 12.8% 3.8% 58.3%

Diluted earnings per share $ 453 $ 4.24 $ 1.32

The key highlights of our consolidated results for 2019 were as follows:

+ We recorded revenues of $2.3 billion, or a 24.5% increase from $1.8 billion in the previous year, negatively impacted by $25.0 million or 1.3% due
to changes in certain foreign currency exchange rates as compared to the corresponding period in the previous year.

+ Income from operations grew 23.2% (o $302.9 million from $245.8 million in 2018. Expressed as a percentage of revenues, income from operations
was consistent with last year at 13.2% compared to 13.3%.

» Our effective tax rate was 12.8% compared (o 3.8% last year. The provision for income taxes for 2018 was favorably impacted by the recognition of
$34.9 million of one-time tax benefits, partially offset by an increase in excess tax benefits associated with equity award exercises and vesting in
2019 compared to the same period last year.

- Net income increased 8.7% to $261.1 million compared w $240.3 million in 2018. Expressed as a percentage of revenues, net income decreased
1.6% campared to last year, which was largely driven by the increase in aur effective tax rate.

+ Diluted earnings per share increased 6.8% to $4.53 for the year ended December 31, 2019 from $4.24 in 2018.
» Cash provided by operations decreased $4.8 million, or 1.6%, to $287.5 million during 2019 as compared to last year.

The operating results in any period are not necessarily indicative of the results that may be expected for any future period.
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Critical Accounting Policies

We prepare our conselidated financial statermnents in accordance with 1.S. generally accepted accounting principles (“GAAP”), which require us
make judgments, estimates and assumptions that affect: (i) the reported amounts of assets and liabilities, (ii) the disclosure of contingent assets and liabilities
at the end of each reporting period and (iii) the reported amounts of revenues and expenses during each reporting period. We evaluate these estimates and
assumptions based on historical experience, knowledge and assessment of current business and other conditions, and expectations regarding the future based
on available information and reasonable assumptions, which together form a basis for making judgments about matters not readily apparent from other
sources. Since the use of estimates {s an integral component of the financial reporting process, actual results could differ from those estimates. Some of our
accounting policies require higher degrees of judgment than others in their application. When reviewing our audited consolidated financial statements, you
should consider (1) our selection of critical accounting policies, (ii) the judgment and other wicenainties affecting the application of such policies and (iii) the
sensitivity of reported results to changes in conditions and assumptions. We consider the policies discussed below to be critical to an understanding of our
consolidated financial statements as their application places significant demands on the judgment of our management.

An accounting policy is considered critical if it requires an accounting estimate to be made based on assumptions about matters that are highly
uncertain at the time the estimate is made, and if different estimates that reasanably could have been used, or changes in the accounting estimates that are
reasonably likely to occur pertodically, could materially impact the consolidated financial statements. We believe that the following critical accounting
policies are the most sensitive and require more significant estimates and assumptions used in the preparation of our consolidated financial statements. You
should read the following descriptions of critical accounting policies, judgments and estimates in conjunction with our audited conselidated financial
statements and other disclosures included elsewhere in this annual report.

Revenues — As discussed in Note 1 “Business and Summary of Significant Accounting Policies” in the notes to our consolidated financial statements
in this Annual Report on Form 10-K, on January 1, 2018, we adopted the new accounting standard ASU 2014-09, “Revenue from Contracts with Customers”
(Topic 606} as amended using the modified retrospective method. This resulted in different revenue recognition accounting policies applied to the years
presented in our consclidated financial statements.

For the years ended December 31, 2019 and 2018

We recognize revenues when control of goods or services is passed to a customer in an amount that reflects the consideration we expect to be entitled
to in exchange for those goods or services. Such control may be transferred over time or at a point in time depending on satisfaction of obligations stipulated
by the contract. Consideration expected to be received may consist of both fixed and variable components and is allocated to each separately identifiable
performance obligation based on the performance obligation’s relative standalone selling price. Variable consideration usually takes the form of volume-based
discounts, service level credits, price concessions or incentives. Determining the estimated amount of such variable consideration involves assumptions and
judgment that can have an impact on the amount of revenues reported.

We derive revenues from a variety of service arrangements, which have been evolving to provide more customized and integrated solutions to
customers by combining software engineering with customer experience design, business consulting and technology innovation services. Fees for these
contracts may be in the form of time-and-materials or fixed-price arrangements. We generate the majority of our revenues under time-and-material contracts,
which are billed using hourly, daily or monthly rates to determine the amounts to be charged directly to the customer. We apply a practical expedient and
revenues related to tme-and-material contracts are recognized based on the right to invoice for services performed.

Fixed-price contracts include maintenance and support arrangements, which may exceed one year in duration. Maintenance and support arrangeiments
generally relate to the provision of ongoing services and revenues for such contracts are recognized ratably over the expected service period. Fixed-price
contracts also include application developmeng arrangements, where progress towards satisfaction of the performance obligation is measured using input or
output methods and input methads are used only when there is a direct correlation between hours incurred and the end product delivered. Assumptions, risks
and uncertainties inherent in the estimates used to measure progress could affect the amount of revenues, receivables and deferred revenues at each reporting
period.

Revenues from licenses which have significant stand-alone functionality are recognized at a point in time when control of the license is transferred to
the customer. Revenues from licenses which do not have stand-alone functionality are recognized over time. If there is an uncertainty about the receipt of
payment for the services, revenue recognition is deferred until the uncertainty is sufficiently resolved. We apply a practical expedient and do not assess the
existence of a significant financing component if the period between transfer of the service to a customer and when the customer pays for that service is one
year or less.




Table of Contents

We report gross reimbursable “out-of-pocket” expenses incurred as both revenues and cost of revenues in the consolidated statements of income and
comprehensive income.

For the year ended December 31, 2017

We recognized revenue when the following criteria were met: (1) persuasive evidence of an arrangement existed; (2) delivery had occurred; (3) the
sales price was fixed or determinable; and (4) collectability was reasonably assured. Determining whether and when some of these criteria had been satisfied
often involved assumptions and judgments that could have had a significant impact on the timing and amount of revenues reported.

We derived our revenues from a variety of service offerings, which represent specific competencies of our delivery professionals. Contracts for these
services had different terms and conditions based on the scope, deliverables, and complexity of the engagement, which required management to make
judgments and estimates in determining appropriate revenue recognition. Fees for these contracts may have been in the form of time-and-materials or fixed-
price arrangements. If there was uncertainty about the preject completion or receipt of payment for the services, revenue was deferred until the uncertainty
was sufficiently resolved. At the time revenue was recognized, we provided for any contractual deductions and reduced revenue accordingly. The Company
reported gross reimbursable “out-of-pocket” expenses incurred as both revenues and cost of revenues in the consolidated statements of income and
comprehensive income,

We deferred amounts billed to our customers for revenues not yet earned. Such amounts were anticipated to be recorded as revenues when services
were performed in subsequent periods. Revenues were recorded when services had been provided but billed subsequent to the period end in accordance with
the contract terms.

The majority of our revenues (90.3% of revenues in 2017} were generated under time-and-material contracts whereby revenues were recognized as
services were performed with the corresponding cost of providing those services reflected as cost of revenues. The majority of such revenues were billed
using hourly, daily or monthly rates as actual time was incurred on the project. Revenues from fixed-price contracts (8.3% of revenues in 2017) included
fixed-price maintenance and support arrangements, which may have exceeded one year in duration and revenues from maintenance and support arrangements
were generally recognized ratably over the expected service period. Fixed-price contracts also included application development arrangements and revenues
from these arrangements were primarily determined using the proportional performance method. In cases where final acceptance of the product, system, or
solution was specified by the customer, and the acceptance criteria were not objectively determinable to have been met as the services were provided,
revenues were deferred umil all acceptance criteria had been met. In the absence of a sufficient basis to measure progress towards completion, revenue was
recognized upon receipt of final acceptance from the customer. Assumptions, risks and uncertainties inherent in the estimates used in the application of the
proportional performance method of accounting could have affected the amount of revenues, receivables and deferred revenues at each reporting period.

Business Combinations — We account for business combinations using the acquisition method which requires us te estimate the fair value of
identifiable assets acquired and liabilities assumed, including any contingent consideration, to properly allocate purchase price to the individual assets
acquired and liabilities assumed. The allocation of the purchase price utilizes significant estimates in determining the fair values of idenuifiable assets
acquired and liabilities assumed, especially with respect (o0 intangible assets. The significant estimates and assumptions used include the timing and amount of
forecasted revenues and cash flows, anticipated growth rates, client attrition rates, the discount rate reflecting the risk inherent in future cash flows and the
determination of useful lives for finite-lived assets. There are different valuation models for each component, the selection of which requires considerable
judgment. These determinations will affect the amount of amortization expense recognized in future periods. We base our fair value estimates on assumptions
we believe are reasonable, but recognize that the assumptions are inherently uncertain. The acquired assets typically include customer relationships, software,
trade names, non-competition agreements, and assembled workforce and as a result, a substantial portion of the purchase price is allocated to goodwill and
other intangible assets.

If the initial accounting for the business combination has not been completed by the end of the reponting period in which the business combination
occurs, provisional amounts are reported to present information about facts and circumstances that existed as of the acquisition date. Once the measurement
peried ends, which in no case extends beyond one year from the acquisition date, revisions to the accounting for the business combination are recorded in
earnings.

Leases — We determine if an arrangement is a lease or contains a lease at inception. We perform an assessment and classify the lease as either an
operating lease or a financing lease at the lease commencement date with a right-of-use asset (“RoU Asset”) and a lease liability recognized in the
consolidated balance sheet under both classifications.
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Lease liabilities are initially measured at the present value of lease payments not yet paid. The present value is determined by applying the readily
determinable rate implicit in the lease or, if not available, the incremental borrowing rate of the lessee. We determine the incremental borrowing rate of the
lessee on a lease-by-lease basis by developing an estimated centralized U.S. dollar borrowing rate for a fully collateralized obligation with a term similar to
the lease term and adjust the rate to reflect the incremental risk associated with the currency in which the lease is denominated. The development.of this
estimate includes the use of recovery rates, U.S. risk-free rates, foreign currency/country base rate yields, and a synthetic corporate credit rating of the
Company developed using regression analysis. Our lease agreements may include options to extend or terminate the lease. We includes such options in the
lease term when it is reasonably certain that we will exercise that option. RoU Assets are recognized based on the initial measurement of the lease liabilities
plus initial direct costs less lease incentives. Lease expense for operating leases is recognized on a straight-line basis over the lease term. RoU Assets are
subject to periodic impairment tests.

We have elected a practical expedient to account for lease and non-lease components together as a single lease component. In addition, we elected the
short-term lease recognition exemption for all classes of lease assets.

Recent Accounting Pronouncements

See Note 1 “Business and Summary of Significant Accounting Policies” in the notes to our consolidated financial statements in this Annual Report on
Form 10-K for information regarding recent accounting prenouncements.

Results of Operations

The following table sets forth a summary of our consalidated results of operations for the periods indicated. This information should be read together
with our cansolidated financial statements and related notes included elsewhiere in this annual report. The opecating results in any period are not necessarily
indicative of the results that may be expected for any future period.

Year Ended December 31,
2019 2018 2017
% of % of % of
revenuyes Tevenues TEVenues
(in thousands, except percentages and per share data)
Reventies $ 2,293,798 1000% $ 1,842,912 100.0% $ 1,450,448 100.0 %
Operating expenses:
Cost of revenues (exclusive of depreciation and
amortization)V) 1,488,198 64.9 1,186,921 64.4 921,352 G635
Selling, general and administrative expenses(® 457,433 19.9 373,587 203 327,588 226
Depreciation and amortization expense 45,317 2.0 36,640 2.0 28,562 2.0
Income from operations 302,85¢ 13.2 245,764 13.3 172,946 119
interest and other income, net 8,725 0.4 3,522 0.3 4,601 0.3
Foreign exchange (loss)/gain (12,049} (0.5) 487 — (3,242) (0.2)
Income hefore provision for income taxes 299,526 13.1 249,773 13.6 174,305 12.0
Pravision for income taxes 38,469 1.7 9,517 0.5 101,545 7.0
Net income 5 261,057 11.4% § 240,256 13.0% $ 72,769 5.0 %
Effective tax rate 12.8% 3.8% 58.3%
Diluted earnings per share $ 4.53 $ 4.24 $ 1.32

(1) Included $37 580, $27.245 and $20,868 of stock-based compensation expense for the years ended December 31, 2019, 2018 and 2017, tespectively.
(2)  Included $34,456, $31,542 and $31.539 of stock-based compensation expense Sor the years ended December 31, 2019, 2018 and 2017, respectively.
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Revenues

We continue to expand our presence across multiple geographies and verticals, bath organically and through strategic acquisitions. During the year
ended December 31, 2019, our otal revenues grew 24.5% over the previous year to $2.3 billion. This growth resulted from cur ability to retain existing
customers and increase the level of services we provide to them and our ability to produce revenues from new customer relationships. Customer concentration
continued to decrease with revenues from our top five, top ten and top twenty clients declining as a percentage of total revenues for the year ended December
31, 2019 as compared to the previous year. Revenue has been positively impacted from the acquisition of test 10 and other 2019 acquisitions, which
contributed 0.2% and 0.5%, respectively to our revenue growth, and negatively impacted by the fluctuations in foreign currency that decreased our revenue
growth by 1.3% during the year ended December 31, 2019 as compared to the previous year.

we discuss below the breakdown of our revenues by vertical, customer location, service arrangement type, and customer concentration.
Revenues by Vertical

We assign our customers into one of our five main vertical markets or a group of various industries where we are increasing our presence, which we
label as “Emerging Verticals”., Emerging Vericals include customers in multiple industries such as energy, utilities, manufacturing, automotive,
telecommunications and several others,

The following table presents our revenues by vertical and revenues as a percentage of total revenues by vertical for the periods indicated:

Year Ended December 31,

2019 2018 2017
{in thousands, except percentages)

Financial Services $ 500,872 21.8% $ 423,977 23.0% $ 338,899 23.4%
Travel & Consumer 439,358 19.2 393,643 21.4 317,415 219
Software & Hi-Tech 433,398 18.9 350,815 19.0 287,633 13.8
Business Information & Media 420,923 18.4 324,033 17.6 256,267 17.7
Life Sciences & Healthcare 248,452 10.8 171,703 9.3 120,591 8.3
Emerging Verticals 250,795 10.9 178,741 9.7 129,643 8.9

Revenues $ 2,293,798 100.0% $ 1,842,912 100.0% $ 1,450,448 100.0%

Revenues by Customer Location

Our revenues are sourced from four geographic markets: North America, Europe, CIS and APAC. We present and discuss our revenues by customer
location hased on the location of the specific customer site that we serve, irrespective of the location of the headquarters of the customer or the location of the
delivery center where the work is performed. Revenues by customer location is different from revenues by reportable segment in our consolidated financial
statements included elsewhere in this annual report. Segments are not based on the geographic location of the customers, but instead they are based on the
location of the Company’s management responsible for a particular customer or market.
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The following table sets forth revenues by customer location by amount and as a percentage of our revenues for the periods indicated:

Year Ended December 31,

2019 2018 2017
(in thousands, except percentages)
North America $§ 1,390,015 60.6% $ 1,099,167 59.6% & 840,692 58.0%
Europe 746,866 326 612,472 33.2 511,319 35.2
Cism 100,471 4.4 81,703 4.4 68,390 4.7
APAC 56,446 2.4 49,570 2.8 30,047 2.1
Revenues $ 2,293,798 100.0% $ 1,842,912 100.0% $ 1,450,448 100.0%

(1) CIS includes revenues {rom customers in Belarus, Kazakhstan, Russia and Ukraine,
(2)  APAC, which stands {or Asia Pacific, includes revenues from customers in Southeast Asia and Ausiratia.

During the vear ended December 31, 2019, revenues in our largest geography, North America, were $1,390.0 million growing $290.8 million, or
26.5%, from $1,099.2 million reported for the year ended December 31, 2018. Revenues from this geography accounted for 60.6% of total revenues in 2019,
an increase from 59.6% in the prior year. The United States continued to be our largest customer location centributing revenues of $1,321.7 million in 2012
compared to $1,029.3 million in 2018.

Revenues in our Europe geography were $746.9 millien, an increase of $134.4 million, or 21.9%, over $612.5 million in the previous vear. Revenues
in this geography accounted for 32.6% of consolidated revenues in 2019 as compared to 33.2% in the previous year. The wop three revenue conuributing
customer location countries in Europe were the United Kingdom, Switzerland and the Netherlands generating revenues of $290.0 million, $152.7 million and
$88.5 million in 2019, respectively, compared to $200.9 million, $144.4 million and $70.3 million in 2018, respectively. Fluctuations in foreign currency
exchange rates with the U.S. dollar, particularly the euro and the British pound, during 2019 compared to the same period in the prior year negatively
impacted revenue growth in the European geography by 3.2%,

During 2019, revenues in the CIS geography increased $18.8 million, or 23.0%, from the previous year. The increase in CIS revenues came
predominantly from customers in Russia, contributing $18.8 million of revenue growth in 2019 compared to the previous year.

Revenues from customeys in locations in the APAC region comprised 2.4% of total revenues in 2019, a level consistent with the prior year.
B p p ¥

Discussion of revenues from 2018 as compared to 2017 is disclosed in “Part 1L. Item 7. Results of Operations” of our Annual Report on Form 10-K for
the year ended December 31, 2018.

Revenues by Customer Concentration

We have long-standing relationships with many of our customers and we seek to grow revenues from our existing customers by continually expanding
the scope and size of our engagements. Revenues derived from these customers may fluctuate as these accounts mature or upen completion of multi-year
projects. While we believe there is a significant potential for [uture growth as we expand aur capabilities and offerings within existing customers, we centinue
to focus on divessification of our customer concentration and building up a portfolio of new accounts that we believe have significant revenue potential. We
anticipate the contribution of these new accounts o our total revenues to increase in the mid- to long-term and offset the potential slower growth rate of some
of our largest customers as those accounts mature.
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We expect customer concentration from our top customers ta continue to decrease over the long-term, The following table presents revenues
contributed by our customers by amount and as a percentage of our revenues for the periods indicated:

Year Ended December 31,
2019 2018 2017
{in thousands, except percentages)
Top five customers $ 456,985 199% % 410,987 223% % 348,219 24.0%
Top ten customers 5 666,584 29.1% % 582,539 316% $ 491,742 33.9%
Top twenty customers $ 933,178 407% $ 782,771 425% $ 648,786 44.7%
Customers below top twenty $ 1,360,620 59.3% $ 1,060,141 57.5% % 801,662 55.3%

The following table shows the number of customers from which we earned revenues for each year presented:

Year Ended December 31,

Revenues Greater Than or Equal To 2019 2018 2017
$0.1 million 610 562 460
$0.5 million 402 375 316
$1 million 297 256 232
$5 million 91 81 63
$10 million 49 36 26
$20 million 22 14 10

Revenues by Service Offering

Effective January 1, 2018, the Company adopted ASU No. 2014-09, Revenue from Contracts with Customers (Topic 60G) as amended. The adoption of
this standard required various disaggregated levels of revenue to be disclosed as presented in Note 9 “Revenues” in the notes to our consclidated financial
statements in this Annual Report on Form 10-K. The standard also required us to consider how management views the business and provide the apprapriate
disclosures that would be relevant and informative under those views.

Our service arrangements have been evolving to provide more customized and integrated solutions to our customers where we combine software
engineering with customer experience design, business consulting and technelogy innovation services. We are continually expanding our service capabilities,
moving beyond traditienal services into business consulting, design and physical product development. As more of our projects involve multiple
competencies and different types of specialized professionals working collaboratively, it has been increasingly difficult to classify our projects into the
specific service offerings that we historically presented. Given the market demand for integrated customer solutions and our management’s view of the
business, we changed our presentation of service offerings to better reflect our business model.

Our professional services engagement models vary based on the type of services provided to a customer, the mix and locations of delivery
professionals involved and pricing type, which is either time-and-material or fixed-price. Historically, the majority of cur professional services revenues have
been generated under time-and-material contracts and we expect time-and-material arrangements to continue to comprise the majority of our revenues in the
foreseeable future.
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The following table shows revenues by service offering as an amount and as a percentage of our revenues for the years indicated:

Year Ended December 31,

2019 2013 2017
(in thousands, except percentages)
Professional services $ 2,285,303 99.7% § 1,837,148 99.7% $ 1,429,781 98.6%
Licensing 5,081 0.2 4,097 0.2 3,529 0.2
Other 3,414 0.1 1,667 0.1 1,147 0.1
Reimbursable expenses See (1) See (1) See (1) See (1) 15,991 1.1
Revenues $ 2,293,798 1000% §$ 1,842,912 100.0% $ 1,450,448 100.0%

(1)  Following the adoption of Topic 606 on January 1, 20418, the Company mcludes reimbursable expenses in 1otal contracl consideration and is included in Protessional services revenues. See
Note 1 “Business and Summary of Signilicant Accounting Policies.”

See Note 9 “Revenues” in the notes to cur consolidated financial statements in this Annual Report on Form 10-K for more information regarding our
contract types and related revenue recognition policies. ‘

Cost of Revenues (Exclusive of Depreciation and Amortization)

The principal components of our cost of revenues {(exclusive of depreciation and amortization) are salaries, bonuses, fringe benefits, stock-based
compensation, project-related travel costs and fees for subcontractors who are assigned to customer projects. Salaries and other compensation expenses of our
delivery professionals are reported as cost of revenues regardless of whether the employees are actually performing customer services during a given period.
Our employees are a critical asset, necessary for our continued success and therefore we expect to continue hiring talented employees and providing them
with competitive compensation programs.

We manage the utilization levels of our delivery professionals through strategic hiring and efficient staffing of projects. Some of these professionals are
hired and trained to work for specific customers or on specific projects and some of our effshore development centers are dedicated to specific customers or
projects. Our staff utilization also depends on the general econorny and its effect on our customers and their business decisions regarding the use of our
services.,

During the year ended December 31, 2019, cost of revenues (exclusive of depreciation and amortization) was $1,488.2 million, representing an
increase of 25.4% from $1,186.9 millicn reported last year. The increase was primarily due te an increase in compensation costs as a result of a 19.2% growth
in the average number of production headcount for the year and a higher level of accrued variable compensation in 2019 as compared to the prior year.

Expressed as a percentage of revenues, cost of revenues {exclusive of depreciation and amortization) was 64.9% and 64.4% during the years ended
December 31, 2019 and 2018, respectively. The year-over-year increase reflects the impact from lower utilization rates and increased stock compensation
expense.

Discussion of cost of revenues (exclusive ol depreciation and amortization) from 2018 as compared to 2017 is disclosed in “Part 1. Ttem 7.
Management’s Discussion and Analysis of Financial Condition and Resuits of Operations — Results of Operations” of our Annual Report on Form 10-K for
the year ended December 31, 2018,

Selling, General and Administrative Expenses

Selling, general and adminjstrative expenses represent expenses associated with promoting and selling our services and general and administrative
functiens of our business. These expenses include the costs of salaries, bonuses, fringe benefits, stock-based compensation, severance, bad debt, travel, legal
and accounting services, insurance, facilities including operating leases, advertising and other promotional activities. In addition, we pay a membership fee of
1% of revenues generated in Belarus to the administrative organization of the Belarus High-Technologies Park. We expect our selling, general and
administrative expenses to continue to increase in absolute terms as our business expands but generally to remain steady as a percentage of our revenues in
the foreseeable future.
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Our selling, general and adminisirative expenses have increased due to our continuously expanding operations, strategic business acquisitions, and the
hiring of necessary personnel to support our growth. During the year ended December 31, 2019, selling, general and administrative expenses were $457.4
million, representing an increase of 22.4% as compared to $373.6 million reported last year. The increase in setling, general and administrative expenses in
2019 was primarily driven by a $44.8 million increase in personnel-related costs including stock-based compensation expense and talent acquisition and
development expenses, and a $28.0 million increase in facilities and infrastructure related expenses to support our growth,

Expressed as a percentage of revenues, selling, general and administrative expenses decreased 0.4% to 19.9% for the year ended December 31, 2019.
The decrease was primarily driven by the slower growth of 19.7% in personnel-related costs including stock-based compensation expense as compared to
revenue growth of 24.5%.

Discussion of selling, general and administrative expenses from 2018 as compared to 2017 is disclosed in “Part I1. ltem 7. Management’s Discussion
and Analysis of Financiat Condition and Results of Operations — Results of Operations” of our Annual Report on Form 10-K for the year ended
December 31, 2018.

Depreciation and Amortization Expense

During the year ended December 31, 2019, depreciation and amortization expense was $45.3 million, representing an increase of $8.7 million from
$36.6 million reporied last year. The increase in depreciation and amortization expense was primarily due to an increase in computer equipment to support
headcount growth. Depreciation and amortization expense includes amortization of acquired finite-lived intangible assets. Expressed as a percentage of
revenues, depreciation and amortization expense remained consistent at 2.0% during the year ended December 31, 2019 as compared to 2018.

Discussion of depreciation and amortization expense from 2018 as compared to 2017 is disclosed in “Part IL. Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Results of Operations” of our Annual Report on Form 10-K for the year ended December 31,
2018.

Interest and Other Income, Net

Interest and other income, net inchudes interest earned on cash and cash equivalents and employee housing loans, gains and losses from certain
financial instruments, interest expense related (o our revolving credit facility and changes in the fair value of contingent consideration. There were no material
changes in interest and other income, net in 2019 as compared to 2018 and 2017,

Provision for Income Taxes

Determining the consolidated provision for income tax expense, deferred income tax assets and liabilities and any potential related valuation
allowances involves judgment. We consider factors that may contribute, favorably or unfavorably, to the overall annual effective tax rate in the current year as
well as the future. These factors include statutory tax rates and tax law changes in the countries where we operate and excess tax benefiis upon vesting or
exercise of equity awards as well as consideration of any significant or unusual items.

As a global company, we are required to calculate and provide for income taxes in each of the jurisdictions in which we operate. During 2019, 2018
and 2017, we had $234.2 million, $205.2 million and $180.9 million, respectively, in income before provision for income taxes attributed to our foreign
jurisdictions. Changes in the geographic mix or level of annual pre-tax income can also affect our overall effective income tax rate.

Our provision for income taxes also includes the impact of provisions established for uncertain income tax positions, as well as the related net interest
and penalty expense. Tax exposures can involve complex issues and may reguire an extended period to resolve. Although we believe we have adequately
reserved for our uncertain tax positions, we cannot provide assurance that the final tax outcome of these matters will not be different from our current
estimates. We adjust these reserves in light of changing facts and circumstances, such as the closing of a tax audit, statute of limitation lapse or the refinement
of an estimate. To the extent that the final tax cutcome of these matters differs from the amounts recorded, such differences will impact the provision for
income taxes in the period in which such determination is made.
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In Belarus, member technolagy companies of High-Technologies Park, including our local subsidiary, have a full exemption from Belarus incame tax
on qualifying income through January 2049. However, beginning February 1, 2018, the earnings of the Company’s Belarus local subsidiary became subject to
U.S. income taxation due to the Company’s decision to change the tax status of the subsidiary. Consequently, there was less income tax benefit from the
Belarus tax exemption during 2018 compared to the previous year. There was no aggregate dollar benefit derived from this tax holiday for the year ended
December 31, 2019, and the aggregate doliar benefits derived from this tax holiday approximated $1.4 million and $15.5 million for the years ended
December 31, 2018 and 2017, respectively. There was no impact en diluted net income per share for the year ended December 31, 2019. The benefit the tax
holiday had on diluted net income per share approximated $0.02 and $0.28 for the years ended December 31, 2018 and 2017, respectively.

The provision for income taxes was $38.5 million in 2019 and $9.5 million in 2018, partially driven by the increase in pre-tax income year over year.
The effective tax rate increased from 3.8% in 2018 to 12.8% in 2019 primarily due to one-time benefits in 2018, partially offset by an increase in excess tax
benefits associated with equity award exercises and vesting which were $28.4 million in 2019 compared to $17.4 million in 2018, The provision for income
taxes in 2018 included the following one-time net tax benefits:

*  We recorded a $26.0 million benefit to reflect the establishment of net deferred tax assets as a result of our decision to file entity classification
elections with the Internal Revenue Service for the majority of our foreign subsidiaries to change the tax status and to classify most of our foreign
subsidiarics as disregarded for U.S. income tax purposes.

+  The provisional charge recorded in 2017 due to the one-time transition tax on accumulated foreign subsidiary eamings not previocusly subject to U.S,
income tax was reduced by $4.9 million, and the provisional charge recorded in 2017 due to the impact of the change in the U.S. statutory tax rate
from 35.0% to 21.0% on the valuation of the net deferred tax assets was increased by $0.9 million.

+  Based on proposed tax regulations issued by the U.S. Department of the Treasury during 2018, it was determined that a U.S. foreign tax credit coutd
be claimed for the withholding tax paid to Belarus resulting in a net $4.9 million tax benefit recognized in 2018.

Discussion of the provision for income taxes from 2018 as compared to 2017 is disclosed in “Part II. Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Results of Operations” of our Annual Report on Form 10-K for the year ended December 31, 2018.

Foreign Exchange Gain / Loss

For discussion of the impact of foreign exchange fluctuations see “Item 7A. Quantitative and Qualitative Disclosures About Market Risk — Foreign
Exchange Risk.”

Results by Business Segment

QOur operations consist of three repartable segments: North America, Europe, and Russia. The segments represent components of EPAM for which
separate financial information is available and used on a regular basis by our chief executive officer, who is also our chief operating decision maker
(“CODM?”), ta determine how to allocate resources and evaluate performance. Qur CODM makes business decisions based on segment revenues and segment
operating profits. Segment operating profit is defined as income from operations before unallocated costs. Expenses included in segment operating profit
consist principally of direct selling and delivery costs as well as an allocation of certain shared services expenses. Certain corporate expenses are not allocated
to specific segments as these expenses are not controllable at the segment level. Such expenses include certain types of professional fees, non-corporate taxes,
compensation to non-employee directors and certain other general and administrative expenses, including compensation of specific groups of non-production
employees. In addition, the Company does not allocate stock-based compensation expenses, amortization of purchased intangible assets and other acquisition-
related expenses. These unallocated amounts are combined with total segment operating profit to arrive at consolidated income from operations.

We manage our business primarily based on the managerial responsibility for the client base and market. As managerial responsibility for a particular
customer relationship generally correlates with the customer’s geographic locatian, there is a high degree of similarity between customer locations and the
geographic boundaries of our reportable segments. In some cases, managerial responsibility for a particular customer is assigned Lo a management team in
anather region and is usually based on the strength of the relationship between customer executives and particular members of EPAM’s senior management
team. In such cases, the customer’s activity would be reported through the management team’s reportable segment.
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During the fourth quarter of 2019, the Company changed its management reporting of segment revenues to exclude other income. Prior year amounts
presented below have been changed to conform to that presentation.

Segment revenues from external customers and segment cperating profit, before unallocated expenses, for the North America, Europe and Russia
segments for the years ended December 31, 2019, 2018 and 2017 were as follows:

Year Ended December 31,

2019 2018 2017

(in thousands)

Segment revenues: I

North America $ 1380944 § 1,076979 % 796,040
Europe 692,785 591,450
Russia 92,137 73,148 62,958

Total segment revenues 8 $ 1,842912 $ 1,450,448

Segment operating profit:

North America 221,846 S 169,340

Europe 114,863 115,876 92,080
Russia 17,347 11,377 13,906
Total segment operating profit s 425,967 % 349,099 $ 275,326

During the year ended December 31, 2018, the Company began to allocate certain staff recruitment and development expenses into segment operating
profit as these expenses became part of the evaluation of segment management’s performance. These costs were not previcusly allocated to segments and
were included in unallocated amounts in the reconciliation of segment operating profit to consolidated income before provisien for income taxes. The effect
of this reclassification was not material to segment operating profit and had no impact on total income from operations for the year ended December 31, 2018.

North America Segment
2019 compared to 2018

During 2019, North America segment revenues increased $304.0 million, or 28.2%, over last year. Revenues from our North America segment
represent 60.2% and 58.4% of total segment revenues during 2019 and 2018, respectively. During 2019 as compared to 2018, the North America segment’s
operating profits increased $71.9 million, or 32.4%, to $293.8 million. North America’s operating profit represented 21.3% of North America segment
revenues as compared to 20.6% in 2018.

Revenues were negatively impacted by the reassignment of a certain customer to the Europe segment from the North America segment as a result of a
change in managerial responsibility. Without this reassignment, North America segment revenue growth would have been 34.6% for the year ended
December 31, 2019 as compared to 2018.

The following table presents North America segment revenues by industry vertical for the periods indicated:

Year Ended December 31, Change

2019 2018 Dollars Percentage
Industry Vertical (in thousands, except percentages)
Software & Hi-Tech $ 354,023 5 268,067 % 84,956 31.6%
Business Information & Media 262,448 251,081 11,367 4.5%
Life Sciences & Healthcare 224,925 151,418 73,507 48.5%
Travel & Consumer 198,264 177,910 20,354 11.4%
Financial Segvices 184,469 112,444 72,025 64.1%
Emerging Verticals 156,815 115,059 41,756 36.3%

Revenues $ 1,380,944 $ 1,076,979 $ 303,965 28.2%
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Software & Hi-Tech remained the largest industry vertical in the North America segment during the year ended December 31, 2019, growing 31.6% as
compared to the prior year, which was a result of the continued focus on working with our technology customers. Revenues from the Financial Services
vertical grew in excess of 50% during the year ended December 31, 2019 compared to 2018. Revenues from the Business Information & Media vertical grew
4.5% during the year ended December 31, 2019, as compared to the corvesponding period from the prior year and were adversely impacted by the
reassignment of a certain customer to the Europe segment, Without this reassignment, the Business Information & Media vertical would have grown 31.8%
during the year 2019 compared to the previous year,

2018 compared t0 2017

North America segment revenues increased $280.9 million, or 35.3%, over 2017. Revenues from our North America segment represent 58.4% and
54,99 of total segment revenues during 2018 and 2017, respectively. During 2018 as compared to 2017, the North America segment's gperating profits
increased $52.5 million, or 31.0%, to $221.8 million. North America’s operating profit represented 20.6% of North America segment revenues as compared
to 21.3% in 2017,

The following table presents North Armnerica segiment revenues by industry vertical for the periods indicated:

Year Ended December 31, Change

2018 2017 Doliars Percentage
Indusury, Vertical (in thousands, except percentages)
Software & Hi-Tech $ 269,067 % 211,310 § 57,757 27.3%
Business Information & Media 251,081 192,110 58,971 30.7%
Travel & Consumer 177,910 148,190 29,720 20.1%
Life Sciences & Healthcare 151,418 105,839 45,579 43.1%
Financial Services 112,444 65,150 47,294 72.6%
Emerging Verticals 115,059 73,441 41,618 56.7%

Revenues $ 1,076,979 % 756,040 280,939 35.3%

Software & Hi-Tech remained the largest industry vertical in the North America segment during the year ended December 31, 2018, growing 27.3% as
compared to the prior year, which was a result of the continued focus on working with our technology customers. Revenues from the Financial Services and
Emerging Verticals grew in excess of 50% during the year ended December 31, 2018 compared to 2017 substantially driven by customers we began serving
in the prior 24 months.

Europe Segment
Our Europe segment includes the business in the APAC region, which is managed by the same management team.

2019 compared to 2018

During 2019, Europe segment revenues were $820.7 million, reflecting an increase of $127.9 million, or 18.5%, from Jast year. Revenues from our
Europe segment represent 35.8% and 37.6% of total segment revenues during 2019 and 2018, respectively. During 2019, this segment’s operating profits
decreased $1.0 million, or 0.9% as compared to last year, to $114.9 million. Europe’s operating profit represented 14.0% of Europe segment revenues as
compared to 16.7% in 2018.

Revenues benefited from the reassignment of a certain customer to the Europe segment from the North America segment as a result of a change in
managerial responsibility. Without this reassignment, Europe segment revenue growth would have been 8.6% for the year ended December 31, 2019 as
compared to 2018.
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The following table presents Europe segment revenues by industry vertical for the periods indicated:

Year Ended December 31, Change

2019 2018 Dollars Perceniage
Industry_Vertical (in thousands, except percentages)
Financial Services $ 244,284 § 252,196 § (7,912) (3.1)%
Travel & Consumer 229,523 208,266 21,257 10.2 %
Business Information & Media 157,844 72,898 84,946 116.5 %
Software & Hi-Tech 77,377 79,121 (1,744) {2.2)%
Life Sciences & Healthcare 23,444 20,272 3,172 15.6 %
Emerging Verticals 88,245 60,032 28,213 47.0 %

Revenues $ 820,717 $ 692,785 % 127,932 18.5 %

The Europe segment benefited from strong growth in the Business Informaticn & Media vertical of 116.5% for the year ended December 31, 2019 as
compared to 2018. This is primarily due to the reassignment of a certain customer to the Europe segment from the North America segment as a result of a
change in managerial responsibility. Without this reassignment, Business Information & Media growth would have been 22.7% for the year ended December
31, 2019 as compared to 2018.

For the year ended December 31, 2019, Financial Services remained the largest industry vertical in the Europe segment, however, revenues in
Financial Services decreased compared to 2018 primarily due to slower demand for our services by certain banks in Europe. Revenues in Software & Hi-Tech
also decreased during the year ended December 31, 2019 as compared to the corresponding period of 2618 primarily due to a change in the estimate of
variable consideration associated with a single customer.

2018 compared to 2017

Europe segment revenues were $692.8 million, reflecting an increase of $101.3 million, or 17.1%, from 2017. Revenues from our Europe segment
represented 37.6% and 40.8% of total segment revenues during 2018 and 2017, respectively. During 2018, this segment’s operating profits increased $23.8
million, or 25.8% as compared to 2017, to $115.9 million. Europe’s operating profit represented 16.7% of the Europe segment revenues as compared to
15.6% in 2017.

The following table presents Europe segment revenues by industry vertical for the periods indicated:

Year Ended December 31, Change

2018 2017 Dollars Percentage
Industry Vertical (in thousands, except percentages)
Financial Services $ 252,196 % 232,283 $ 19,913 8.6%
Travel & Consumer 208,266 160,112 48,154 30.1%
Software & Hi-Tech 79,121 70,620 8,501 12.0%
Business Information & Media 72,898 64,089 8,809 13.7%
Life Sciences & Healthcare 20,272 14,726 5,546 37.7%
Emerging Verticals 60,032 49,620 10,412 21.0%

Revenues $ 692,785 $ 591450 § 101,335 17.1%

The Europe segment benefited from strong growth in the Travel & Consumer vertical of 30.1% for the year ended December 31, 2018 as compared to
2017. Financial Services remained the largest industry vertical in the Eurcpe segment. Revenues in Financial Services grew less than 10% as compared to
2017 primarily due to decreasing revenues from certain customers outside of our tep 5 customers.
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Russia Segment
2019 compared to 2018

During 2019, revenues from our Russia segment increased $15.0 million relative to 2018 and represent 4.0% of total segment revenues during both
2019 and 2018. Operating profits of our Russia segment increased $6.0 million when compared to 2018. Expressed as a percentage of Russia segment
revenues, the segment’s operating profits were 18.8% and 15.6% in 2019 and 2018, respectively.

The following table presents Russia segment revenues by industry vertical for the periods indicated:

Year Ended December 31, Change

2019 2018 Dollars Percentage
Tadustry Vertical (in thousands, except percentages)
Financial Services $ 72,119 $ 59,337 § 12,782 21.5%
Travel & Consumer 11,571 7,467 4104 55.0 %
Software & Hi-Tech 1,998 2,627 (629) (23.9)%
Business Information & Media 631 54 577 1,068.5 %
Life Sciences & Healthcare 83 13 70 538.5%
Emerging Verticals 5,735 3,650 2,085 57.1%

Revenues $ 92,137 $ 73,148 § 18,989 26.0 %

The depreciation of the Russian ruble against the U.5. doliar during 2019 as compared 1o 2018 unfavarably impacted revenues in this segment;
however, segment operating profit as a percentage of revenues improved primarily due to realized gains on our foreign currency hedges. Currency
fluctuations of the Russian ruble typically impact the results in the Russia segment. Ongoing economic and geopolitical uncertainty in the region and the
volatility of the Russian ruble can significantly impact reported revenues and profitability in this segment, We continue to monitor geopolitical forces,
economic and trade sanctions, and other issues involving this region.

2018 compared to 2017

Revenues from our Russia segment increased $10.2 million relative to 20117 and represent 4.0% and 4.3% of total segment revenues during 2018 and
2017, respectively. Operating profits of our Russia segment decreased $2.5 million when compared to 2017. Expressed as a percentage of Russia segment
revenues, the segment’s operating profits were 15.6% and 22.1% in 2018 and 2017, respectively.

Year Ended December 31, Change

2018 2017 Dollars Percentage
Industry Vertical (in thousands, except percentages}
Financial Services $ 59,337 % 41,466 § 17,871 43.1%
Travel & Consumer 7,467 9,113 (1,646) (18.1Y%
Software & Hi-Tech 2,627 5,702 (3,075) (53.9)%
Business Infermation & Media 54 68 (14} (20.6)%
Life Sciences & Healthcare 13 27 (14) (51.9)%
Emerging Verticals 3,650 6,582 (2,932) (44 5)%

Revenues $ 73,148 $ 62,958 §% 10,190 16.2 %

The depreciation of the Russian ruble against the U.S. dollar during 2018 as compared to 2017 significantly impacted the revenues in this segment,
which were not similarly offset with the costs due to realized losses on our foreign currency hedges.

38



Table of Contents

Effects of Inflation

Economies in some countries where we operate, particularly Belarus, Russia, Kazakhstan, Ukraine and India have periodically experienced high rates
of inflation. Periods of higher inflation may affect various economic sectors in those countries and increase our cost of doing business there. Inflation may
increase some of our expenses such as wages. while inflation may impact our results of operations and financial condition and it is ditticult to accurately
measure the impact of inflation, we beljeve the effects of inflation on our resukis of operations and financial condition are not significant.

Liquidity and Capital Resources
Capital Resources

Our cash generated from operations has been our primary source of liquidity to fund operations and investments to support the growth of our
business. As of December 31, 2019, our principal sources of liquidity were cash and cash equivalents totaling $936.6 million and $274.7 million of available
borrowings under our revolving credir facility.

We have cash in banks in Belarus, Russia, Ukraine, Kazakhstan, Armenia and Uzbekistan, where the banking sector remains subject to periodic
instability. Banking and other financial systems in these countries generally do not meet the banking standards of more developed markets and bank deposits
made by corporate entities are not insured. As of December 31, 2019, the total amount of cash held in these countries was $206.% million and of this amount,

$123.4 million was located in Belarus.

As of December 31, 2019, we had $274.7 million available for borrowing under our revolving credit facility and had outstanding debt of $25.0 million.
As of December 31, 2019, we were in compliance with all covenants specified under the credit facility and anticipate being in compliance for the foreseeable
future. See Note 8 “Long-Term Debt” in the notes to cur consclidated financial statements in this Annual Report on Form 10-K for information regarding our
long-term debt.

Our ability to expand and grow our business in accordance with current plans and to meet our long-term capital requirements will depend on many
factors, including the rate at which our cash flows increase or decrease and the availability of public and private debt and equity financing. We may require
additional cash resources due to changed business conditions or other future developments, including any investments or acquisitions we may decide to
pursue. If our resources are insufficient to satisfy our cash requirements, we may seek to sell additional equity or debt securities or obtain another credit
facility.

Cash Flows

The following table summarizes our cash flows for the periods indicated:

For the Years Ended December 31,

2019 2018 2017
{in thousands)

Consolidated Statements of Cash Flow Data:

Net cash provided by operating activities $ 287453 $ 292,218 $ 192,820
Net cash used in investing activities (145,369) (112,123) (36,151}
Net cash provided by financing activities 20,363 23,001 49,746
Effect of exchange rate changes on cash, cash equivalents and restricted cash 3,530 (14,240} 11,776
Net increase in cash, cash equivalents and restricted cash $ 165977 § 188856 $ 218,1Nn
Cash, cash equivalents and restricted cash, beginning of period 771,711 582,855 364,664
Cash, cash equivalents and restricted cash, end of period $ 937688 $ 771,711 § 582,855
Operating Activities

Net cash provided by operating activities during the year ended December 31, 2019 decreased $4.8 million, or 1.6%, to $287.5 million, as compared to
2018 primarily driven by the payout of a higher level of variable compensation related to 2018 performance, partially offset by the increase in net income.
Additionally, a larger improvement in days sales outstanding during 2018 compared te 2019 resulted in higher relative collectiens during 2018 as compared to
2019.
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Investing Activities

Net cash used in investing activities during the year ended December 31, 2019 was $145.4 million compared to $112.1 million used in the same period
in 2018. During 2019, the increase in cash used in investing activities was primarily due to an increase in capital expenditures of $61.7 million compared to
the same period last year, partially offset by a decrease in net cash used to acquire businesses of $34.9 million.

Financing Activities

During the year ended December 31, 2019, net cash provided by financing activities was $20.4 million, representing a $2.6 million decrease from
$23.0 million cash provided by financing activities in 2018. The decrease was primarily driven by $7.8 million in higher payments of withholding taxes
related to net share settlements of restricted stock units, partially offset by a $3.5 million repayment of debt in 2018 and $2.2 million of higher cash received
in 2019 from the exercises of stock options issued under our long-term incentive plans compared to 2018.

Discussion of the comparison of the cash flows between 2018 and 2017 is disclosed in “Part I1. Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources” of our Annual Report on Form 10-K for the year ended December 31,
2018.

Contractual Obligations and Future Capital Requirements
Contractual Obligations

Set forth below is information concerning our significant fixed and determinable contractual obligations as of December 31, 2019.

Less than 1 More than 5
Total Year 1-3 Years 3-5 Years Years
(in thousands)

Operating lease obligations $ 264,049 § 64,667 % 91,229 §% 49621 § 58,5632
U.S. Tax Act transition tax () 42,973 — 7,753 20,545 14,675
Long-term incentive plan payouts ) 51,403 25,965 22,961 2,477 -
Long-term debt obligations® 27,785 1,232 26,553 — —
Commitments for the purchase of long term assets () 53,821 53,821 — — —

Total contractual obligations $ 440,031 % 145,685 $ 148,496 § 72,643 % 73,207
8)] The U.S. Tax Act transition 1ax on undistributed foreign carnings is pavable in annual installments through 2026. See Note 6 “Incere Taxes™ o our consolidated financial statements.
(2) We estimate our future obligalions (or long-term incentive plan payouts by assuming the closing price per share ol our common stock at

December 31, 2019 remains conslant into the Tutuge, This 15 an estimate as dactual prices will vary avertime,

)] Our future obligations related to the 2017 Credit Tacility coasist of principal, interest and fees for the unused balance. We assume the floating interest rawe m effect at December 31, 2019

will remain constant into che future. This is an estimate, as actual rates will vary over time. In addition, for the 2017 Credil Facility, we assume that the balance ontstanding and the unused
balance as of December 31, 2019 remain the same throngh the remaining term of the agreement. The actual respective balances under our 2017 Credit Tacility may fluctuate significantly
in futnre periods depending on the business decisions of management,

) Nuring the year ended December 31, 2019, we entered into agreements (o purchase office space in Ukraine intended to support the glabal delivery centers in that country. See Note 14
“Commitments and Contingencies” in the notes to cur consolidated financial statements in this Annual Report on Form 10-K. We also commitied (o purchasing cemain software licenses.

As of December 31, 2019, we had $2.9 mitlion of unrecognized tax benefits for which we are unable to make a reliable estimate of the eventual cash
flows by periced that may be required to settle these matiers. In addition, we had recerded $10.5 million of contingent consideration liabilities as of
December 31, 2019 related to the acquisitions of businesses that are not included in the table above due to the uncertainty involved with the potential
payments.

See Note 14 “Commitments and Contingencies” in the notes to cur consclidated financial statements in this Annual Report on Form 10-K for the year
ended December 31, 2019 for information regarding contractual obligations.
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Future Capital Requirements

We believe that our existing cash and cash equivalents combined with our expected cash flow from operations will be sufficient to meet our projected
operating and capital expenditure requirements for at least the next twelve menths and that we possess the financial flexibility to execute our strategic
abjectives, including the ability to make acquisitions and strategic investments in the foreseeable future. However, our ability to generate cash is subject to
our performance, general economic conditions, industry trends and other factors. To the extent that existing cash and cash equivalents and operating cash flow
are insufficient to fund our future activities and requirements, we may need to raise additicnal funds through public or private equity or debt financing. If we
issue equity securities in order to raise additional funds, substantial dilution to existing stockholders may occur. If we raise cash through the issuance of
additional indebtedness, we may be subject to additional contractual restrictions on our business. There is no assurance that we would be able to raise
additional funds on favorable terms or at all.

Off-Balance Sheet Commitments and Arrangements

We do not have any material obligations under guarantee contracts or other contractual arrangements other than as disclosed in Note 14 “Commitments
and Contingencies” in the notes to our consolidated financial statements in this Annual Report on Form 10-K. We have not entered inte any transactions with
unconsolidated entities where we have financial guarantees, subordinated retained interests, derivative instruments, or other contingent arrangements that
expose us to material continuing risks, contingent liabilities, or any other obligation under a variable interest in an unconsolidated entity that provides
financing, liquidity, market risk, or credit risk support to us, or engages in leasing, hedging, or research and development services with us.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks in the ordinary course of our business. These risks primarily result from changes in concentration of credit risks,
interest rates and foreign currency exchange rates, In addition, our international operations are subject to risks related to differing economic conditions,
changes in political climate, differing tax structures, and other regulations and restrictions.

Concentration of Credit and Other Credit Risks

Financial instruments that potentially subject us to significant concentrations of credit risk consist primarily of cash, cash equivalents and trade
receivables.

We maintain our cash, cash equivalents and short-term investments with financial institutions. We believe that our credit policies reflect normal
industry terms and business risk. We do not anticipate non-performance by the counterparties. We have cash in banks in countries such as Belarus, Russia,
Ukraine, Kazakhstan, Armenia and Uzbekistan, where the banking sector remains subject to periodic instability, banking and other financial systems
generally do not meet the banking standards of more developed markets, and bank deposits made by corporate entities are not insured, As of December 31,
2019, $206.5 million of total cash was kept in banks in these countries, of which $123.4 million was held in Belarus. In this region, and particularly in
Belarus, a banking crisis, bankruptcy or insclvency of banks that process or hold our funds, may result in the loss of our deposits or adversely affect our
ability to complete banking transactions in the region, which could adversely affect our business and financial condition. Cash in this region is used for short-
term operational needs and cash balances in those banks move with the needs of those entities.

Trade receivables are generally dispersed across many customers operating in different industries; therefore, concentration of credit risk is limited and
we do not believe significant credit risks existed at December 31, 2019, Though our results of operations depend on our ability to successfully collect
payment from our customers for work performed, historically, credit losses and write-offs of trade receivables have not been material to our consolidated
financial statements.

Interest Rate Risk

Our exposure to market risk is influenced by the changes in interest rates on our cash and cash equivalent deposits and paid on any outstanding balance
on our barrowings, mainly under our 2017 Credit Facility, which is subject to a variety of rates depending on the currency and timing of funds borrowed. We
do not believe we are exposed 1o material direct risks associated with changes in interest rates related to these deposits and borrowings.
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Foreign Exchange Risk

Our global operations are conducted predominantly in U.5. dollars. Other than U.S. dollars, we generate revenues principally in euros, British pounds,
Swiss francs, Canadian dollars and Russian rubles. Other than U.S. dollars, we incur expenditures principally in Russian rubles, Hungarian forints, Polish
zlotys, British pounds, Swiss francs, euros, Indian rupees and Chinese yuan renminbi. As a result, currency fluctuations, specifically the depreciation of the
euro, British pound, and Canadian dollar and the appreciation of Russian rubles, Hungarian forints, Polish zlotys, Indian rupees and Chinese yuan renminbi
relative to the U.S. dollar, could negatively impact our results of eperations.

During the year ended December 31, 2019, our foreign exchange loss was $12.0 million compared to a $0.5 million gain reported last year, During the
year ended December 31, 2019, approximately 32.3% of consolidated revenues and 40.5% of operating expenses were dencminated in currencies other than
the U.S. dollar.

During 2018, we implemented a hedging program through which we entered into a series of foreign exchange forward contracts that are designated as
cash flow hedges of forecasted Russian ruble, Indian rupee and Polish zloty transactions. We entered into these foreign exchange contracts to hedge a portion
of our forecasted foreign currency denominated operating expenses in the normal course of business and accordingly, they are not speculative in nature. As of
December 31, 2019, the net unrealized gain from these hedges was $1,667.

Management supplements results reported in accordance with United States generally accepted accounting principles, referred te as GAAP, with non-
GAAP financial measures. Management believes these measures help illustrate underlying trends in our business and uses the measures to establish budgets
and operational goals, communicated internally and externally, for managing our business and evaluating its performance. When important to management’s
analysis, operating results are compared on the basis of “constant currency”, which is a non-GAAP financiai measure. This measure excludes the effect of
foreign currency exchange rate fluctuations by translating the current period revenues and expenses into U.S. dollars at the weighted average exchange rates
of the prior period of comparison.

During the year ended December 31, 2019, we reported revenue growth of 24,5%, Had our conselidated revenues been expressed in constant currency
terms using the exchange rates in effect during 2018, we would have reported revenue growth of 25.8%. During 2019, revenues have been negatively
impacted by the depreciation of the euro and the British pound relative to the U.S. dollar. During the year ended December 31, 2019, we reported net income
growth of 8.7% over the previous year. Had our consolidated results been expressed in constant currency terms using the exchange rates in effect during 2018,
we would have reported net income growth of 7.3%. Net income has been positively impacted by the depreciation of the Hungarian forint, Polish zloty and
Russian ruble relative to the U.S. dollar, partially offset hy the depreciation of the euro and British pound relative to the U.S. dollar.

Item 8. Financial Statements and Supplementary Data
The information required is included in this Annual Report on Form 10-K beginning on page F-1.
Item 9. Changes In and Disagreements with Accountants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

Based on management’s evaluation, with the participation of our Chief Executive Officer and Chief Financial Officer, as of the end of the period
covered by this report, these officers have concluded that our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), are effective to provide reasonable assurance that information required to be disclosed
by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in SEC rules
and forms, and is accomulated and communicated to management, including our principal executive officer and principal financial officer, as appropriate, to
allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended December 31, 2019 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting, except as described below.
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Beginning January 1, 2019, we adopted the new lease standard and implemented significant new lease accounting systems, processes and internal
controls over lease acCounting to assist us in the application of the new lease standard.

During the year ended December 31, 2019, the Company acquired test IO together with its subsidiary and made certain other business acquisitions, as
described more fully in Note 2 in the notes to our consolidated financial statements in this Annual Report on Form 10-K. As permitted by the Secunties and
Exchange Commission, management has elected to exclude these acquired entities from its assessment of the effectiveness of its internal controls over
financial reporting as of December 31, 2019. The Company began to integrate these acquired companies into its internal control over financial reporting
structure subsequent to their respective acquisition dates and expects to complete these integrations in 2020,

Management’s Report ont Internal Controel Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with U.S. generally accepted accounting principles.

Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the criteria established in Internal Control — Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

Based on this assessment, management concluded that our internal control over financial reporting was effective as of December 31, 2019 to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with U.S.
generally accepted acepunting principles.

Management has excluded test 1O together with its subsidiary and other acquired businesses from our assessment of the effectiveness of our internal
control over financial reporting as of December 31, 2019 since these entities were acquired in business combinations in 2019. These businesses are included
in our 2019 consolidated financial statements and constituted 3.0% of total assets as of December 31, 2019 and 1.0% of revenues for the year then ended.

The effectiveness of our internal control over financial reporting as of December 31, 2019 has been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their report, which appears in “Part I'V. Itemn 15 Exhibits, Financial Statement Schedule” of this Annual Report
on Form 10-K.

Inherent Limitations on Effectiveness of Contrals

Our management, including the CEO and CFO, does not expect that our disclosure controls or our internal control over financial reporting will prevent
or detect all errors and all fraud. A control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the
control system’s objectives will be met. The design of a control system must reflect the fact that there are resource constraints, and the benefits of contrals
must be considered relative to their costs. Further, because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that misstatements due to errar or fraud will not occur or that all control issues and instances of fraud, if any, have been detected. The design of any
system of controls is based in part on certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in
achieving its stated goals under all potential future conditions. Projections of any evaluation of the effectiveness of controls to future periods are subject to
risks. Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of compliance with policies or procedures.

Ttem 9B. Other Information

MNone.
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PART I11
Item 10. Directors, Executive Officers and Corporate Governance

We incorporate by reference the information required by this Item from the information set forth under the captions “Board of Directors”, “Corporate
Governance”, and “Our Executive Officers” in our definitive proxy statement for our 2020 annnal meeting of stockholders, to be filed within 120 days after
the end of the year covered by this Annual Report on Form 10-K, pursuant to Regulation 14A under the Exchange Act (our “2020 Proxy Statement™).

Item 11. Executive Compensation

We incorporate by reference the information required by this Item from the information set forth under the captions “Executive Compensation” and
“Compensation Committee Interlocks and Insider Participation™ in our 2020 Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

We incorporate by reference the information required by this ltem from the information set forth under the caption “Security Ownership of Certain
Beneficial Owners and Management” in our 2020 Proxy Statement.
Equity Compensation Plan Information

The fallowing table sets forth information ahout awards outstanding as of December 31, 2019 and securities remaining available for issuance under our
2015 Long-Term Incentive Plan (the “2315 Plan™), our 2012 Long-Term Incentive Pian (the “2012 Plan”), the Amended and Restated 2006 Stock Option Plan
(the “2006 Plan”) and the 2012 Non-Employee Directors Compensation Plan (the “2012 Directors Plan™) as of December 31, 2019.

Number of securities
remaining available for

Number of securities future issnance under
to be issued upon Weighted average equity compensation
exercise of outstanding exercise price of plans (excluding
eptions, warrants outstanding options, securities reflected in
Flan Category and rights warrants and rights column (a)}
Equity compensation plans approved by security holders: (U 5,498,195 @
Stock options 3,322,930 9 $ 50,85 ) —_ -
Restricted stock unit and restricted stock awards 759,182 & 3§ —_ - — =
Equity compensation plans not approved by security holders — 3 — —
Total 4,082,112 $ 50.85 5,498,195

(1) This wble includes the following stockholder approved plans: the 2015 Plan, 2012 Plan, the 2006 Plan and the 2012 Directors Plan.

(2} Represents the number ot shares available tor futire issuances under onr stockholder approved equity compensaiion plans and is comprised of 4,969,754 shares available for futare
issnance under the 2015 Plan and 528,441 shares available for future issuances under the 2012 Directors Plan.
[§)] Represents the number of underlying shares of commaon stock associated with culstanding oplions under our stockholder approved plans and is comprised of 677,915 shares underlying

options granted under cur 2015 Plan; 2,489,500 shares underlying options granted under vur 2012 Plan; and 155,515 shares underlying optons granted under our 2006 Plan.
“@ Represents the weighted-average ¢xercise pnce of stock optiens outsianding under the 2015 Plan, the 2032 Plan and the 2006 Plan.

5 Represents the nomber of underying shares of common stock associated with cutstanding restricted stock units and restricted stock awards under our stockholder approved plans and is
comprised of 753,604 shares underlying resiricted stock umits granted under our 2015 Plan; 0 shares underlying restricted siock units granted under aur 2012 Plan; and 5,578 shares
underlying restricted stock wnits granted under our 2012 Directors Plan.

Ttem 13. Certain Relationships and Related Transactions, and Direcior Independence

We incorporate by reference the information required by this Item from the information set forth under the caption “Certain Relationships and Related
Transactions and Director Independence” in our 2020 Proxy Statement.

Item 14. Principal Accountant Fees and Services

We incorporate by reference the information required by this Item from the information set forth under the caption “Independent Registered Public
Accounting Firm” in our 2020 Proxy Statement.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
{a)  We have filed the following documents as part of this annual report:

1. Audited Consolidated Financial Statements

Page
Index to Consclidated Financial Statements F-1
Report of Independent Registered Public Accounting Finm F-2
Consolidated Balance Sheets as of December 31, 2019 and 2018 F-4
Consolidated Statements of Income and Comprehensive Income for the Years Ended December 31, 2019, 2018 and 2017 F-5
Consclidated Statements of Changes in Stockholders” Equity for the Years Ended December 31, 2019, 2018 and 2017 F-6
Consclidated Statements of Cash Flows for the Years Ended December 31, 2019, 2018 and 2017 F-8
Notes to Consolidated Financial Statements for the Years Ended December 31, 2019, 2018 and 2017 F-10

2. Financial Statement Schedules

Schedule II Valuation and Qualifying Accounts is filed as part of this Annual Report on Form 10-K and should be read in conjunction with our
audited consolidated financial statements and the related notes.

3. Exhibits

A list of exhibits required to be filed as part of this Anutual Report on Form 10-K is set forth below:

Exhibit

Number Description

3.1 Certificate of incorporation (incorporated herejn by reference to Exhibit 3.1 to the Company’s Form 10-K for the fiscal year ended December
31,2011, SEC File Na. 001-35418, filed March 30, 2012 (the *2011 Form 10-K7))

3.2 Amended and Restated Bylaws (incorporated by reference to Exhibit 3.2 to the Company’s Current Report on Form 8-K filed September 15,
2017, SEC file No. 001-35418)

4.1 Form of Common Stock Certificate {incorporated herein by reference (o Exhibit 4.1 to Amendment No. 6 t0 Form 8-1, S File No. 333-
174827, filed January 23, 2012 (*Amendment No. §7))

4.4* Description of the Registrant’s Securities Registered Under Section 12 of the Securities Exchange Act of 1534

1017 EPAM Systems, Inc. Amended and Restated 2006 Stock Option Plan (incorporated herein by reference to Exhibit 10.6 to Amendment No. &)

10.27 Form of EPAM Systems, Ing. 2006 Stock Option Plan Award Agreement (under the EPAM Systems, Inc. Amended and Restated 2006 Stock
Option Plan) (incorporated herein by reference to Exhibit 10.7 to Amendment No. 6)

10.37 EPAM Systems, Inc. 2012 Long-Term Incentive Plan {incorporated herein by reference to Exhibit 10.12 to Amendment No. 6)

10.4T Form of Senior Management Non-Qualified Stock Option Award Agreement (under the EPAM Systems, Inc. 2012 Lopg-Term Incentive
Plan) (incorporated herein by reference to Exhibit 10.13 to Amendment No. 6)

10.51 Restricted Stock Award Agreement by and between Karl Robb and EPAM Systems, Inc. dated January 16, 2012 (incorporated herein by,
reference to Exhibit 10.14 to Amendment No. 6)

10.61 Form of Chief Executive Officer Restricted Stock Unit Award Agreement (under the EPAM Systems, Inc. 2012 Long-Term Incentive Plan)
(incorporated by reference to Exhibit 10.1 to the Company’'s Quarterly Report on Form 10-Q for the quarter ended March 31, 2014, SEC File
No. 001-35418, filed May 7, 2014 (the “Q1 2014 Form 10-Q7)

10.7¢ Form of Senior Managemen Restricted Stock Unit Award Agreement (under the EPAM Systems, Inc. 2012 Long-Term Incentive Plan)
(incorporated by reference to Exhibit 10.2 to the Q1 2014 Form 10-C3)

10.81 Forin of Chief Executive Officer Non-Qualified Stock Option Award Agreement (under the EPAM Systems, Inc. 2012 Long-Term Incentive

Plan) (incorporated by reference to Exhibit 10.3 to the Q1 2014 Form $0-C})
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10.9¢

10,107

10.11%

10,127

10.131

10.14t

1015t
1116F

16.177

10.18+
10,19t

10.207

10.217

10.221
10.23t
10.24+

14.25%

10261

10.27+

10.28t

10.297
10.301

10317
10.32

10.33
10.34*
21.1%

Eorm of Chief Executive Officer Restricted Stock Unit Award Agreement (under the FPAM Sysiems, Inc. 2012 Long-Term Incentive Plan)

Form of Senior Management Restricted Stock Unit Award Agreement (under the EPAM Systems, Inc. 2012 [ ong-Term Incentive Pian)
{incorporated by reference to Exhibit 10.2 to the 31 2015 Form 10-0))

EPAM Systems, Inc. 7015 Long-Term Incentive Plan {incorporated by referenge o Exhibit 10.1 1o the Company’s Current Report on Ferm
B8-K, SEC File No. 001-35418, filed June 15, 2015)

Form of Chief Executive Officer Non-Qualified Stock Option Award Agreement (incorporated by reference to Exhibit 10.12 to the

Company’s Fonm 10-K fgr the fiscal year ended December 31, 2015, SEC File No. 001-35418, filed February 23, 2016 (the “2015 Form 10-
K"

Form of Chief Executive Officer Restricted Stock Unit Award Agreement {incorporated by reference to Exhibit 10,13 of the 2015 Form 10-
K}

Form of Senior Management Non-Qualified Stock Option Award Agreement (incorporated by reference to Exhibit 10.14 of the 2015 Form
10-K)

Form of Senior Management Restricted Stock Unit Award Agreement {incorporated by reference to Exhibit 10,15 of the 2015 Form 10-K)

Amended and Restated EPAM Systems, Inc. Non-Employee Directors Compensation Plan {incorporated herein by reference to Exhibit 10.3
1o the Q1 2015 Form 19-0))
Form of Non-Employee Director Restricted Stock Award Agreement (under the EPAM Systems, Inc. 2012 Non-Employee Directors

respect 1o Section 8) (ihcorpotated berein by reference w Exhibit 1619 1o Amendment No. 6)
Employment Contract by and between Balazs Fejes and EPAM Systems {Switzerland) GmbH. dated June 15, 2009 (incorporated herein by
reference to Exhibit 10,21 1o Amendment No. G)

Form of nondisclosure, noncompete angd nonsolicitation agreement (incorporated herein by reference o Exhibit 10.24 to Amendment No, 6)
Eorm of Indemnification Agreement (incorporated herein by reference to Exhibit 10.25 to Amendment No. 6}

Company’s Form 10-K for the year ended December 31, 2016 (the “2016 10-K"})
Transition Agreement by and between Anthony Conte and EPAM Systems, Inc. dated February 23, 2017 (incorporated by reference to
Exhibit 10.30 to the 2016 10-K)

Offer Letter by and between Jason Peterson and EPAM Systems, Inc. dated March 16, 2017 (incorporated by reference to Exhibit 10.1 tg the
Company’s Current Report on Form 8-K filed March 29, 2017, SEC file No. 001-35418)

Company’s Form 10-K for (he year ended December 31, 2018 (the 2018 10-K")
EPAM Systems, Inc. 2017 Non-Employee Directors Deferral Plan {incorporated by reference to Exhibit 10.2 to the Q1 2017 Fonm 10-Q)
Form of Non-Employee Director Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.3 to the 1 2017 Form

10-Q)

Form of Director Defeyral Election Form (incorporated by reference to Exhibit 10.4 1o the Q1 2017 Form 10-Q)

Credit Agreement dated as of May 24, 2017 by and among EPAM Systems, [nc. (as borrower), the lenders and guarantors party thereto, and
PNC Bank, National Association, as Administrative Agent {incorporated by reference to Exhibit 10.1 to the Company’s Current Report o

Form 8-K filed on May 26, 2017, SEC File No. 001-35418})
First Amendment to Credit Agreement {incorporated by reference to Exhibit 10.33 to the 2018 10-K)

Second Amendment to Credit Agreement

Subsidiaries of the Registrant
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23.1* Consent of Independent Registered Public Accounting Firm

31.1% Certification of the Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a)_of the Securities Exchange Act of 1934

31.2% Cegzification of the Chief Financial Qfficer pursuant to Rule 13a-14(a)/15d-14(a} of the Securities Exchange Act of 1934

32.1* Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 306 of the Sarbanes-Oxley
Act of 2002

32.2% Certification of the Chief Financial Officer pursuant 1o 18 U.5.C, Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Aciof 2002

101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within
the Inline XBRL document

101.5CH Inline XBRL Taxonomy Extension Schema Document

101.CAL Inline XBRI Taxonomy Extension Calculation Linkbase Document

101.DEF Inline XBRE Taxonomy Extension Definition Linkbase Document

101.LAB Inline XBRL Taxonomy Extension Eabel Linkbase Document

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document

104 Cover Page Interactive Data File - (formatted as Inline XBRL and contained in Exhibit 101)

t Indicates management contracts or compensatory plans or arrangements

* Exhibits filed herewith

Item 16, Form 10-K Summary

None.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on

its behalf by the undersigned thereunto duly authorized.

Date: February 28, 2020

SIGNATURES

EPAM SYSTEMS, INC.

By: /s Arkadiy Dobkin

Name: Arkadiy Dobkin

Title: Chairman, Chief Executive Officer and President

(principal executive officer)

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the

registrant and in the capacities and on the dates indicated.
Signature

fs! Arkadiy Dobkin

Arkadiy Dobkin

s/ Jason Peterson

Jason Peterson

/s! Gary Abrahams

Gary Abrahams

/s/ Eugene Roman

Eugene Roman

/s/ Helen Shan

Helen Shan
fs/ Jill B. Smart
Jill B. Smart
/s/ Kart Robb
Karl Robb

/s/ Richard Michael Mayoras

Richard Michael Mayoras

/s/ Robert E. Segert

Robert E. Segert

/s/ Ronald P. Vargo

Ronald P. Vargo

Title

Chairman, Chief Executive Officer and President
{(principal executive officer)

Senior Vice President, Chief Financial Officer and
Treasurer
{principal financial officer}

Vice President, Corporate Controller, Chief Accounting
Officer
(principal accounting officer)

Direcior

Director

Director

Director

Director

Divector

Director
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February 28, 2020

February 28, 2020

February 28, 2020

February 28, 2020

Febroary 28, 2020

February 28, 2020

February 28, 2020

February 28, 2020

February 28, 2020

February 28, 2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directors of EPAM Systems, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheeis of EPAM Systems, Inc. and subsidiaries {the “Company”) as of December 31, 2019 and
2018, the related consolidated statements of income and comprehensive income, changes in stockholders’ equity, and cash flows, for each of the three years in
the period ended December 31, 2019, and the related notes and the schedule listed in the Index at Item 15 (collectively referred to as the “financial
statements™). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2019
and 2018, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2019, in conformity with accounting
principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's
internal control over financial reporting as of December 31, 2019, based on criteria established in Internat Control - Integrated Framework (?013) issued by
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 28, 2020, expressed an unqualified opinion on the
Company's internal controt over financial reporting.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, effective January 1, 2019, the Company adopted FASB Accounting Standards Update {“ASU") 2016-02,
Leases (Topic 842). The adoption of FASB ASU 2016-02 is also communicated as a critical audit matter below.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Owr responsibility is 1o express an opinion on the Company’s fipancial
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company
in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtaiu reasonable
assurance about whether the financial statements are free of material misstatement, whether due 1o error or fraud. Our audits included performing procedures
to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such precedures included examining, on a test basis, evidence regarding the amounis and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Critiral Audit Matters

The critical audit matters communicated below are matiers arising from the current-period andit of the financial statements that were communicated or
required ta be communicated to the audit committee and that (1) relate to accounts or disclosures that are material to the financial statements and (2} involved
our especially challenging, subjective, or complex judgments. The communication of critical audit maiters does not alter in any way our opinion on the
financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit
mtatters or ou the accounts or disclesures to which they relate.
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Leases - Incremental Borrowing Rates - Refer to Notes 1 and 7 to the financial statements (also see adoption of FASB ASU 2016-02, Leases (Topic 842},
explanatory paragraph above)

Critical Audit Matter Description

Effective January 1, 2019, the Company adopted FASB ASU 2016-02, Leases {Topic 842}, which required the Company to recognize all leases, with the
exception of leases with a term of twelve months or less, on the balance sheet as right-of-use assets (“RolJ) Assets”) and lease liabilities. Lease liabilities are
initially measured by the Company at the present value of lease payments not yet paid, which is determined by applying the incremental borrowing rate of the
lessee. The Company determines the incremental borrowing rate of the lessee on a lease-by-lease basis by developing an estimated centralized U.S. dollar
borrowing rate for a fully collateralized obligation with a tertn similar to the lease term and adjusts the rate to reflect the incremental risk associated with the
foreign currencies in which the lease is denominated.

The Company’s estimate of the lessee’s incremental borrowing rate was developed using significant observable and unobservable inputs such as recovery
rates, U.S. risk-free rates, foreign currency/country base rate yields, and a synthetic corporate credit rating of the Company developed using regression
analysis that involved considerable judgment by management.

We identified the incremental borrowing rates as a critical audit matter because of the complex models and unobservable inputs management employs to
estimate the incremental borrowing rates used to measure its lease liabilities and RoU Assets and the quantitative significance of the RoU Assets and lease
liabilities recognized by the Company upon adoption of the new guidance. Performing audit procedures to evaluate the appropiiateness of these models and
inputs required a high degree of auditor judgment and an increased extent of audit effort, including the need to involve our fair value specialists who possess
significant quantitative and modeling expertise.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the complex maodels and unobservable inputs ised by management to estimate the incremental borrowing rates included the
following, among others:

«  We tested the effectiveness of management’s controls over the selection of the incremental borrowing rates.

*  With the assistance of our fair value specialists, we evaluated the reasenableness of (1) the methodology used to estimate the incremental borrowing
rates, (2) the significant inputs to the incremental borrowing rates, (3) the source information underlying the significant inputs, and (4} the
mathematical accuracy of the incremental borrowing rates model. Our procedures included (1) testing the source information underlying the
determination of the incremental borrowing rates and the mathematical accuracy of the calculations, and {2) developing a range of independent
estimates and comparing our estimates to the incremental borrowing rates selected by management.

Revenues - Refer to Notes 1 and 9 to the financial statements
Critical Audit Matter Description

The Company recognizes revenues when control of goods or services is passed to a customer in an amount that reflects the consideration the Company
expects to be entitled to in exchange for those goods or services. Such control may be transferred over time or at a point in time depending on satisfaction of
obligations stipulated by the contract. Total revenues were $2,294 million for the year ended December 31, 2019.

In 2019, the Company recognized revenue related to contracts with over 1,500 customers, with no single customer accounting for more than 10% of revenues.
Although sgme of these revenues are recognized under long-term agreements of more than one year, others are negotiated on an annual basis or shorter. Given
the number of customers and the nature of the different customer agreements, auditing revenue was challenging due to the extent of audit effort required to
evaluate whether revenue was recerded in accordance with the terms of the contracts with the Company’s customers.
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How the Critical Audit Matter Was Addressed in the Audit

+  Qur audit procedures related to whether revenue was recorded i accordance with the terms of the comtracts with the Company’s customers inctuded
the following, among others:

*  We tested the effectiveness of conwrols over revenue, including management’s controls over (1) the determination of whether an arrangement with a
customer meets the criteria o be considered a coneract under ASC 606 and (2) the inputs used in and the mathematical accuracy of the contract
revenue calculations and the terms of the related customer contracts.

»  We selected a sample of recorded revenue transactions and (1) recalculated the amount nsing the terms of the cusiomer contract and (2) tested
whether the underlying arrangement with the customer met the criteria to be considered a contract under ASC 606 as of the date the revenue was
recorded.

»  We selected a sample of hours charged by the Company’s employees in the Company’s internal time wracking system, obtained support for whether

anrh honrs represented services provided 10 a customer, and tested whether the hours had been properly evaluated for inclusion in the Company’s
revenue calculations.

/s/ DELOITTE & TQUCHE LLP

Pliiladelphia, Pennsylvania
February 28, 2020

‘We have served as the Company’s auditor since 2006,

F-4



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of EPAM Systems, Inc.

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of EPAM Systems, Inc. and subsidiaries (the “Company”) as of December 31, 2019, based on
criteria established in Internal Control - Integrated Framework (2013} issued by the Committee of Sponsoring Organizations of the Treadway Commission
{COS0). In our opinion, the Company maintained, in all material respects, effective internal contrel ever financial reporting as of December 31, 2019, based
on criteria established in Internal Control - Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated
financial statements and financial statement schedule as of and for the year ended December 31, 2019, of the Company and our report dated February 28,
2020, expressed an unqualified opinion on those financial statements and financial statement schedule and included an explanatory paragraph regarding the
Company’s adoption of FASB Accounting Standards Update No. 2016-02, Leases (Topic 842).

As described in Management’s Report on Internal Control Over Financial Reporting, management excluded from its assessment the internal control over
financial reporting at test 10, together with its subsidiary, and other acquired businesses as described more fully in Note 2 to the consolidated financial
statemnents, which were acquired during the year ended December 31, 2019, and whose financial statements constitute 3.0% of total assets and 1.0% of
revenues of the consolidated financial statement amounts as of and for the year ended December 31, 2019. Accordingly, our audit did not include the internal
control over financial reporting at test 10, together with its subsidiary, and the other acquired businesses as described more fully in Note 2 to the consolidated
financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control aver financial reporting, inciuded in the accompanying Management’s Report on Internal Control Gver Financial Reporting. Our
responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm
registered with the PCAQB and are required to be independent with respect to the Company in accordance with the U.S, federal securities laws and the
applicable rules and regulations of the Securities and Exchange Comumission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perferm the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for cur opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasenable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, interral control over financial reporting may not prevent or detect nuisstatements. Alfso, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

/s/ DELOITTE & TOUCHE LLP

Philadelphia, Pennsylvania
February 28, 2020
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Assets
Current assets
Cash and cash equivalents

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

Trade receivables and contract assets, net of allowance of $2,920 and $1,557, respectively

Prepaid and other current assets

Total current assets
Property and equipment, net
Operating lease right-of-use assets
Intangible assets, net
Goodwill
Deferred tax assets
Other noncurrent assets
Total assets

Liabilities
Current liabilities
Accounts payable
Accrued compensaticit and benefits expenses

Accrued expenses and other current liabilities
Income taxes payable, current
Operating lease liabilities, current
Total current liabilities
Long-term debt
Income taxes payable, noncurrent
Operating lease liabilities, noncurrent
Other noncurrent liabilities
Total liabilities
Commitments and contingencies (Note 14)
Stockholders’ equity

Common stock, $0.001 par value; 160,000,000 authorized; 55,207,446 and 54,099,927 shares issued, 55,187,711 and

54,080,192 shares outstanding at December 31, 2019 and December 31, 2018, respectively

Additional paid-in capital

Retained earnings

Treasury stock

Accumulated other comprehensive loss
Tetal stockholders’ equity

Total liabilities and stockholders” equity

The accompanying notes are an integral part of the consolidated financial statements.
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Asof . Asof
December 31, December 31,
2019 2018
$ 936,552 § 770,560
497,716 402,337
39,943 26,171
1,474,211 1,199,068
165,259 102,646
238,991 —
56,258 57,065
195,043 166,832
75,013 65,983
39,433 16,208
s 2,244,208 $ 1,611,802
$ 7,831 § 7,444
230,035 177,594
82,476 50,253
9,064 27,538
57,542 —
386,948 262,829
25,074 25,031
45,878 43,685
180,848 —
9,315 17,661
648,063 349,206
35 54
607,051 544,700
1,020,590 759,533
{177) (177)
(31,374) (41,514)
1,596,145 1,262,596
$ 2,244,208 & 1,611,802




Table of Conténts

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

. (In thousands, except share and per share data)
For the Years Ended December 31,
2019 2018 2017

Revenues $ 2293798 § 1842912 SYNPEEOZEEY
Operating expenses:

Cost of revenues (exclusive of depreciation and amortization) 1,488,198 1,186,921

Selling, general and administrative expenses 457,433 373,587 327,588

Depreciation and amortization expense 45,317 36,640
Income from operations 302,850 245,764 172,946

Interest and other income, net 8.72 AYG 0l

Foreign exchange (loss)/gain (12,049) 487 (3,242)

Income before pravision for income taxes 299,52

Provision for income taxes 38,469 9,517 101,545
Net income $ 261,057 S] AR § 7RI |

Foreign currency translation adjustments, net of tax 6,295 " (21,338) 20,065

Unrealized gain/(loss) on cash-flow hedging instruments, net of tax 3 84=

Comprehensive income $ 271,197 216 365 92 825

Net income per share:
Basic 5 4.779] 8

Diluted $ 453 % 424 % 1.32
Shares used in calculation of net income per share:

Basic 54,719,414 53,622,989 52,077,011

Diluted 57,667,789 56,672,676 54,584,173

The accompanying notes are an integral part of the consolidated financial statements.
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Balance, January 1, 2017
Restricted stock units vested

Restricted stock units withheld for employee
taxes

Stock-based compensation expense
Proceeds from stock option exercises
Foreign currency translation adjustments

Cumulative effect of the adoption of ASU 2016
i3]

Net income
Balance, December 31, 2017
Restricted stock units vested

Restricted stock units withheld for employee
taxes

Stock-based compensation expense
Proceeds from stock option exercises

Fareign currency transhation adjustments, net of
tax

Change in unrealized gains and losses on cash
flow hedges, net of tax

Cumulative effect of the adoption of ASU 2014-
09

Net income
Balance, December 31, 2018

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN
STOCKHOLDERS’ EQUITY
(In thousands, except share data)

Actumulated
Additional Other Total
Paid-in Retained Comprehensive Steckhelders®
Commaon Stock Capital Earnings Treasury Stock (Loss) Income Equity
Shares Amount Shares Amount

51,097,687 § 50 0§ 374907 $444320 19735 $§ QA7) § (37,688) $ 781,412

140,043 _ -— — —_ — — —
(43,479) —_ (3,300) — — — — (3,300

— — 48,173 — — — —_ 48,173

1,789,434 3 54,094 — — - —_ 54,097

— —_ —_ —_ — - 20,065 20,065

— — —_ 1,740 — —_ — 1,740

— — — 72,760 — -— — 72,760

52,983,685 § 53 % 473,874 $518,820 19735 §  (177) % (17623) § 974,947

222,675 — — — — — — -—
(71,334} — (8,131} _ — — — (8,131}

— — 44,279 —_— — —_ — 44,279

945,166 1 34,678 — —_ —_ —_ 34,679
— — — — — — (21.338) {21,338)
_ ___ — — — — (2,553) (2,553)

— — — 457 — — _ 457

— — — 240,256 - — —_ 240,256

54,080,192 § 54 % 544,700  $759,533 1973 & (177) § (41,514) § 1,262,596
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Balance, December 31, 2018

Restricted stock issued in connerction with acquisitions
(Note 2)

Restricted stock units vested

Restricted stock units withheld for employee 1axes
Stock-based compensation expehse

Proceeds from stock option exercises

Foreign cwrrency translation adjustments, net of tax

Change in unrealized gains and losses on cash flow
hedges, net of tax

Net income
Balance, December 31, 2019

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN
STOCKHOLDERS’ EQUITY
{Continued)

(In thousands, except share data}

Accumulated

Additional Other Total
Paid-in Retained Comprehensive  Stockholders’
Common Steck Capital Earnings Treasury Stock (Lass) Income Equity
Shares Amount Shares Amount
54,080,192 $ 54 $ 544,700 $ 759,533 19735 % (17 $ (41,514}  $1,262,596
18,787 — — — — — — —
284,922 — — — — -— — —_
(95,223) -— (15,951} — — — — (15,951)
—_ — 41,256 — — — — 41,256
899,033 1 37,046 — — — — 37,047
— — — — — — 6,295 6,295
— — — — — — 3,845 3,845
— — —_ 261,057 —_— — - 261,057
55,187,711 $ 55 $ 607,051 $ 1,020,590 19,735 § (177) $ (31,379 $1,596,145

The accompanying notes are an integral part of the consolidated financial statements.
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EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

For the Years Ended December 31,

2019 2018 2017
Cash flows from operating activities:
Net income 5 261,057 & 240256 % 72,760
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization expense 45,317 36,640 28,562
Operating lease right-of-use assets amortization expense 55,859 — —
Bad debt expense 1,619 848 51
Deferred taxes (7,764) (48,000) 12,561
Stock-based compensation expense 72,036 59,188 52,407
Other 4,764 (1,712) (4,010)
Changes in assets and liabilities:
Trade receivables and contract assets (87,174) (46,902) (81,488)
Prepaid and other assets (7,155) (8,432) 1,061
Accounts payable {1,685) {772} 1,221
Accrued expenses and other Habilities 27,125 51,953 47,803
Operating lease liabilities (53,419) — —_—
Income taxes payable (23,127) 9,151 61,892
Net cash provided by aperating activities 287,453 292,218 192,820
Cash flows from investing activities:
Purchases of property and equipment (95,308) (37.574) (29,806)
Decrease in time deposits, net -— 418 —
Acquisition of businesses, net of cash acquired (Note Z) (39,322) (74,268) (6,810}
Other investing activities, net {6,739) (699) 465
Net cash used in investing activities {145,369) (112,123) (36,151)
Cash flows from financing activities:
Proceeds from stock opiion exercises 37,003 34,845 53,984
Payments of withholding taxes related to net share setlements of restricted stock units (15,503) (7,747) (3,194)
Proceeds from debt (Note 8) —_ — 25,000
Repayment of debt {Note 8) (€)] {3,494 (25,103)
Acquisition of businesses, contingent consideration (1,104) — —
Other financing activities, net (24) (503) (841)
Net cash provided by financing activities 20,363 23,001 49,746
Effect of exchange rate changes on cash, cash equivalents and restricted cash 3,530 {14,240) 11,776
Net increase in cash, cash equivalents and restricted cash 165,977 188,856 718,191
Cash, cash equivalents and restricted cash, beginning of period 771,711 582,855 364,664
Cash, cash equivalents and restricted cash, end of period $ 937,688 % 77,711 § 582,855
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EPAM SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

{In thousands)
{Continued)

Supplemental disclosures of cash flow information:
Cash paid during the year for:
Income taxes, net of refunds
Interest
Supplemental disclosure of non-cash investing and financing activities
Acquisition-date fair value of contingent consideration issued for acquisition of businesses
Capital expenditures incurred but not yet paid

For the Years Ended December 31,

2019 2018 2017
$ 65,306 % 40,437 % 26,669
$ 832 % 777 % 548
5 3,876 % 8,350 § —
% 16921 % 2,140 % 1,642

The follawing table provides a reconciliation of cash, cash equivalents and restricted cash reported within the consclidated balance sheets:

Balance sheet classification
Cash and cash equivalents
Restricted cash in Prepaid and other current assets
Restricted cash in Other noncurrent assets
Total restricted cash

Total cash, cash equivalents and restricted cash

As of December

As of December As of December

31, 2019 31, 2018 31,2017

$ 936552 $ 770560 §  5B2,585
— 14 91

1,136 1,137 179

1,136 1,151 270

$ 937688 $ 771,711 § 582,855

The accompanying nokes are an integral part of the consolidated financial statements.
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EPAM SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share and per share data)

1. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

EPAM Systems, Inc. (the “Company” or “EPAM”) is a leading global provider of digital platform engineering and software development services te
customers located around the world, primarily in North America, Europe, Asia and Australia. The Company’s industry expertise includes financial services,
travel and consumer, software and hi-tech, business information and media, life sciences and healthcare, as well as other emerging industries. The Company is
incorporated in Delaware with headquarters in Newtown, Penmsylvania.

Principles of Consolidation — The consolidated financial statements include the financial statements of EPAM and its subsidiaries. All intercompany
balances and transactions have been eliminated.

Reclassifications — Certain amounts recorded in the prior-period consolidated balance sheets and consolidated statements of cash flows presented
have been reclassified to conform to the current-period financial statemnent presentation. These rectassifications had no effect on previously reported results of
operations.

The Company made the following reclassifications to its consolidated balance sheet as of December 31, 2018:
+  The Company combined previously reported Accounts receivable and Unbilled revenues into Trade receivables and contract assets.

+  Amounts previcusly reported within Accrued expenses and other current liabilities, Due to employees, Deferred compensation due to employees and
Taxes payable, current were reclassified to Accrued compensation and benefits expenses.

»  Amounts previously reported within Taxes payable, current were reclassified 1o Accrued expenses and other current liabilities, Accrued
compensation and benefits expenses and Income taxes payable, cuirent.

The following table summarizes the impact of these changes on the consolidated balance sheet as of December 31, 2018:

As of December 31, 2018

As Previously
Reported Change As Reported

Current assets

Accounts receivable, net of allowance of $1,557 $ 297,685 % (297,685) $ —

Unbilled revenues $ 104,652 $ (104,652} $ —

Trade receivables and contract assets, net of allowance of $1,557 % — % 402,337 § 402,337
Current liabilities

Accrued expenses and other current liabilities 3 127,937 % {(77.684) % 50,253

Accrued compensation and benefits expenses 5 —  § 177,594 § 177,594

Due to employees 5 49,683 § (49683) $ —

Deferred compensation due to employees 3 9,920 5 (9,920) $ —

Taxes payable, current 3 67845 % (67,845) § —

Income taxes payable, current 5 — 27538 § 27,538

Use of Estimates — The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions. These estimates and assumptions affect reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements, as well as revenues and expenses during the reporting period. The Company bases its
estimates and judgments on historical experience, knowledge of current conditions and its beliefs of what could occur in the future, given available
information. Actual results could differ from those estimates, and such differences may be material to the financial statements.
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Cash and Cash Equivalents — Cash equivalents are short-term, highly liquid investments that are readily convertible into cash, with maturities of
three months or less at the date acquired.

Trade Receivables and Coniract Assets — The Company classifies its right to consideration in exchange for deliverables as either a trade receivable
or a contract asset. A trade receivuble is a right to consideration that is unconditional {i.e., only the passage ot time is required before payment is due)
regardless of whether the amounts have been billed. Trade receivables are stated net of allowance for doubtful accounts. Outstanding trade receivables are
reviewed periodically and allowances are provided for the estimated amount of receivables that may not be collected. The allowance for doubtful accounts is
determined based on historical experience and management’s evaluation of trade receivables. A contract asset is a right to consideration that is conditional
upon factors other than the passage of time. Contract assets primarily relate to unbilled amounts on fixed-price contracts. Contract assets are recorded when
services have been provided but the Company does not have an unconditional right to receive consideration. The Company recognizes an impairment loss
when the contract carrying amount is greater than the remaining consideration receivable, less directly related costs to be incurred.

Property and Equipment — Property and equipment acquired in the ordinary course of the Company’s operations are stated at cost, net of
accumulated depreciation. Diepreciation is calculated on a straight-line basis over the estimated vseful lives of the assets generally ranging from two to fifty
years. Leasehold improvements are amortized on a straight-line basis over the shorter of the term of the lease or the estimated useful life of the improvement.
Maintenance and repairs are expensed as incurred.

Business Combinations — The Company accounts for business combinations using the acquisition method which requires it to estimate the fair value
of identifiable assets acquired and liabilities assumed, including any contingent consideration, to properly allocate the purchase price to the individual assets
acquired and liabilities assumed in accordance with the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic
805, Business Combinations. The allocation of the purchase price utilizes significant estimates in determining the fair values of identifiable assets acquired
and liabilities assumed, especially with respect to intangible assets. The significant estimates and assumptions used include the timing and amount of
forecasted revenues and cash flows, anticipated growth rates, client attrition rates, the discount rate reflecting the risk inherent in future cash flows and the
determination of useful lives for finite-lived assets. There are different valuation models for each component, the selection of which requires considerable
judgment. These determinations will affect the amount of amortization expense recognized in future periods. The Company bases its fair value estimates on
assumptions it believes are reasonable, but recognizes that the assumptions are inherently uncertain. The acquired assets typically include customer
relationships, software, trade names, non-compelition agreements, and assembled workforce and as a result, a substantial portion of the purchase price is
allocated to goodwill and other intangible assets.

If the initial accounting for the business combination has not been completed by the end of the reporting period in which the business combination
occurs, provisional amounts are reported to present information about facts and circumstances that existed as of the acquisition date. Once the measurement
period ends, which in no case extends beyond one year from the acquisition date, revisions to the accounting for the business combination are recorded in
earnings.

All acquisition-related casts, other than the costs (o issue debt or equity securities, are accounted for as expenses in the period in which they are
incurred. Changes in the fair value of contingent consideration arrangements that are not measurement period adjustments are recognized in earnings.

Long-Lived Assets — Long-lived assets, such as property and equipment and finite-lived intangible assets, are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. When the carrying value of an asset is more than the
sum of the undiscounted expected future cash flows, an impairment is recognized. An impairment loss is measured as the excess of the asset’s carrying
amount aver its fair value. Intangible assets that have finite useful lives are amortized over their estimared useful lives on a straight-line basis.

Goodwill and Other Indefinite-Lived Intangible Assets — Goodwill and other intangible assets that have indefinite useful lives are accounted for in
accordance with FASB ASC 350, Intangibles — Goodwill and Other. The Company conducts its evaluation of goodwill impairment at the reporting unit level
on an annual basis as of October 31st, and maore frequently if events or circumstances indicate that the carrying value of a reporting unit exceeds its fair value.
A reporting unit is an operating segment or one level below. The Company does not have intangible assets other than goodwill that have indefinite useful
lives.
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Derivative Financial Instruments — The Company enters into derivative financial instruments to manage exposure to fluctuations in certain foreign
currencies. During 2018, for accounting purposes, these foreign currency forward contracts became designated as hedges, as defined under FASB ASC Topic
815, Derivatives and Hedging. The Company measures these foreign cutrency derivative contracts at fair value on a recurring basis utilizing Level 2 inputs.
The Company records changes in the fair value of these hedges in accumulated other comprehensive income/(loss) until the forecasted transaction occurs.
When the forecasted transaction occurs, the Company reclassifies the related gain or loss on the cash flow hedge to cost of revenues (exclusive of
depreciation and amortization). In the event the underlying forecasted transaction does not occur, or it becomes probable that it will not occur, the Company
Teclassifies the gain or loss on the underlying hedge into income. If the Company does not elect hedge accounting, or the contract does not qualify for hedge
accounting treatment, the changes in fair value from period to period are recorded in income, The cash flow impact of derivatives identified as hedging
instruments js reflected as cash flows from operating activities. The cash flow impact of derivatives not identified as hedging instruments is reflected as cash
flows from investing activities.

Fair Value of Financial Instruments — The Company makes assumptions about fair values of its financial assets and liabilities in accordance with
FASB ASC Topic 820, Fair Value Measurement, and utilizes the following fair value hierarchy in determining inputs used for valuation:

Level 1 — Quoted prices for identical assets or liabilities in active markets.

Level 2 — Inputs other than quoted prices within Level 1 that are observable either directly or indirectly, including quoted prices in markets that are
not active, quoted prices in active markers for similar assets or liabilities, and observable inputs other than quoted prices such as interest rates or yield curves.

Level 3 — Unobservable inputs reflecting management’s view about the assumptions that market participants would use in pricing the asset or liability.

Where the fair values of financial assets and liabilities recorded in the consolidated balance sheets cannot be derived from an active market, they are
determined using a variety of valuation technigues. These valuation techniques include a net present value technique, comparison to similar instruments with
market ohservable inputs, option pricing maodels and other relevant valuation models. To the extent possible, observable market data is used as inputs into
these models but when it is not feasible, a degree of judgment is required to establish fair values.

Changes in the fair value of liabilities could cause a material impact to, and volatility in the Company’s operating results, See Note 11 “Fair Value
Measurements.”

Revenue Recognition — Effective January 1, 2018, the Company adopted the Accounting Standard Update (“ASU”) No. 2014-09, Revenue from
Contracts with Customers (Topic 606) as amended using the modified retrospective method. The standard effectively replaced previously existing revenue
recognition guidance (Topic 605) and requires entities to recognize revenue to depict the transfer of promised goods or services in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services as well as requires additional disclosure about the nature,
amount, timing and uncertainty of revenues and cash flows arising from customer contracts, including significant judgments and changes in judgiments.

The Company applied a practical expedient to aggregate the effect of all contract modifications that occurred before the adoption date,

‘The following table summarizes the impacts of changes in accounting policies after adoption of Topic 606 on the Company's consolidated Statement of
Income and Comprehensive Iincome for the year ended December 31, 2018, which primarily resulied from deferring the timing of revenue recognition for
contracls that were previously recognized on a cash basis and recognizing revenues from certain license agreements at a point-in-time rather than over time:

Year Ended Deceniber 31, 2018

Balances Without
Adoption of Topic Eftect of Change

As Reported 606 Higher/(Lower)
Revenues $ 1,842912 % 1,843,159 % (247)
Income from operations % 245,764 % 246,011 % (247)
Provision for income taxes
$ 9,517 % 9572 % {55)
Net income 3 240,256 % 240,448 § (192)
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For the years ended December 31, 2019 and 2018

The Company recognizes revenues when control of goods or services is passed to a customer in an amount that reflects the consideration the Company
expects to be entitled to in exchange for those goods or services. Such control may be transferred over time or at a point in time depending on satisfaction of
obligations stipulated by the contract, Consideration expected to be received may consist of both fixed and variable components and is allocated to each
separately identifiable performance abligation based on the performance obligation’s relative standalone selling price. Variable consideration usually takes the
form of volume-based discounts, service level credits, price concessions or incentives, Determining the estimated amount of such variable consideration
involves assumptions and judgment that can have an impact on the amount of revenues reported.

The Company derives revenues from a variety of service arrangements, which have been evolving to provide more customized and integrated solutions
to custemers by combining software engineering with customer experience design, business consulting and technology innovation services. Fees for these
contracts may be in the form of time-and-materials or fixed-price arrangements. The Company generates the majority of its revenues under time-and-material
contracts, which are billed using hourly, daily or monthly rates to determine the amounts to be charged directly to the customer. EPAM applies a practical
expedient and revenues related to time-and-material contracts are recognized based on the right to invoice for services performed.

Fixed-price contracts include maintenance and support arrangements which may exceed one year in duration. Maintenance and support arrangements
generally relate to the provision of ongoing services and revenues for such contracts are recognized ratably over the expected service period. Fixed-price
contracts also include application development arrangements, where progress towards satisfaction of the performance obligation is measured using input or
ocutput methods and input methods are used only when there is a direct correlation between hours incurred and the end product delivered. Assumptions, risks
and uncertainties inherent in the estirnates used to measure progress could affect the amount of revenues, receivables and deferved revenues at each reporting
period.

Revenues from licenses which have significant stand-alone functionality are recognized at a point in time when control of the license is transferred to
the customer. Revenues from licenses which do not have stand-alone functionality are recognized over time.

If there is an uncertainty about the receipt of payment for the services, revenue recognition is deferred until the uncertainty is sufficiently resolved. The
Company applies a practical expedient and does not assess the existence of a significant financing component if the period between transfer of the service o a
customer and when the customer pays for that service is one year or less.

The Company reports gross reimbursable “out-of-pocket” expenses incurred as both revenues and cost of revenues in the consolidated statements of
income and comprehensive income.

For the year ended December 31, 2017

The Company recognized revenue when the following criteria were met: (1) persuasive evidence of an arrangement existed; (2) delivery had eccurred;
(3) the sales price was fixed or determinable; and (4) collectability was reasonably assured. Determining whether and when some of these criteria had been
satisfied often involved assumptions and judgments that could have had a significant impact on the timing and amount of revenue reported.

The Company derived its revenues from a variety of service offerings, which represent specific competencies of its delivery professionals. Contracts
for these services have different terms and conditions based on the scope, deliverables, and complexity of the engagement, which require management to
make judgments and estimates in determining the appropriate revenue recognition. Fees for these contracts may have been in the form of time-and-materials
or fixed-price arrangements. If there was uncertainty about the project completion or receipt of payment for the services, revenue was deferred until the
uncertainty was sufficiently resolved, At the time revenue was recognized, the Company provided for any contractual deductions and reduced revenue
accordingly. The Company reported gross reimbursable “out-of-pocket” expenses incurred as both revenues and cost of revenues in the consolidated
statements of income and comprehensive income.

The Company deferred amounts billed to its customers for revenues not yet earned. Such amounts were anticipated to be recorded as revenues when
services were performed in subsequent periods, Unbilled revenue was recorded when services have been provided but billed subsequent to the period end in
accordance with the contract terms.
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The majority of the Company’s revenues (90.3% of revenues in 2017) were generated under time-and-material contracts whereby revenues were
recognized as services were performed with the corresponding cost of providing those services reflected as cost of revenues. The majority of such revenues
were billed using hourly, daily or monthly rates as actual time was incurred on the project. Revenues from fixed-price contracts (8.3% of revenues in 2017)
inciuded fixed-price maintenance and support arrangements, which may have exceeded one year in duration and revenues from maintenance and support
arrangements were generally recognized ratably over the expected service period. Fixed-price contracts also included application development arrangements
and revenues from these arrangements were primarily determined using the proportional performance method. In cases where final acceptance of the product,
system, or solution was specified by the customer, and the acceptance criteria were not objectively determinable to have been met as the services were
provided, revenues were deferred until all acceptance criteria had been met. In the absence of a sufficient basis to measure progress towards complerion,
revenue was recognized upon receipt of final acceptance from the customer. Assumptions, risks and uncertainties inherent in the estimates used in the
application of the proportional performance methoed of accounting could have affected the amount of revenues, receivables and deferred revenues at each
reporting period.

Cost of Revenues (Exclusive of Depreciation and Amertization) — Consists principally of salaries, bonuses, fringe benefits, stock-based
compensation, project related travel costs and fees for subcontracters that are assigned to customer projects. Salaries and other compensation expenses of the
Company’s delivery professionals are reported as cost of revenues regardless of whether the emplovees are actually performing client services during a given
period.

Selling, General and Administrative Expenses — Consists of expenses associated with promoting and selling the Company’s services and general
and administrative functions of the business. These expenses include the costs of salaries, bonuses, fringe benefits, stock-based compensation, severance, bad
debt, travel, legal and accounting services, insurance, facilities including operating leases, advertising and other prometicnal activities, In addition, we pay a
membership fee of 1% of revenues generated in Belarus to the administrative organization of the Belarus High-Technologies Park.

Stock-Based Compensation — The Company recognizes the cost of its equity seitled stock-based incentive awards based on the fair value of the
award at the date of grant, net of estimated forfeitures. The cost is expensed evenly over the service period. The service peried is the period over which the
employee performs the related services, which is normally the same as the vesting period. Quarterly, the forfeiture assumption is adjusted and such adjustment
may affect the timing of recognition of the total amount of expense recognized over the vesting period. Equity-based awards that do not require future service
are expensed immediately. Stock-based awards that do not meet the criteria for equity classification are recorded as liabilities and adjusted to fair value at the
end of each reporting period.

income Taxes — The provision for income taxes inctudes federal, state, local and foreign taxes. Deferred tax assets and liabilities are recognized for
the estimated future tax consequences of temporary differences hetween the financial statement carrying amounts and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the year in which the temporary differences are expected to
be reversed. Changes to enacted tax rates would result in either increases or decreases in the provision for income taxes in the period of changes.

The realizability of deferred tax assets is primarily dependent on future earnings. The Company evaluates the realizability of deferred tax assets and
recognizes a valuation allowance when it is more likely than not that all, or a portion of, deferred tax assets will not be realized. A reduction in estimated
forecasted results may require that we record valuation aliowances against deferred tax assets. Once a valnation allowance has been established, it will be
maintained until there is sufficient positive evidence to conclude that it is more likely than not that the deferred tax assets will be realized. A pattern of
sustained profitability will generally be considered as sufficient positive evidence to reverse a valuation allowance. If the allowance is reversed in a future ‘
period, the income tax provision will be correspondingly reduced. Accordingiy, the increase and decrease of valuation allowances could have a significant
negative or positive impact on future earnings.

On December 22, 2017, the United States enacted the Tax Cuts and Jobs Act (“U.S. Tax Act”), which subjects a U.S. shareholder to taxes on Global
Intangible Low-Taxed Income (“GILTI”} earned by certain foreign subsidiaries. The FASP Staff Q&A, Topic 740, No. 5, Accounting for Global Intangible
Low-Taxed Income, states that an entity can make an accounting policy election to either recognize deferred taxes for temporary basis differences expected to
reverse as GILTI in future years or provide for the tax expense related (o GILTI in the year the tax is incurred. During the year ended December 31, 2018, the
Company elected to provide for the tax expense related to GILTI in the year the tax is incurred. This election did not have a material impact on the financial
statements for the years ended December 31, 2019 or 2018.
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Earnings per Share {“EPS") — Basic EPS is computed by dividing income available to commeoen shareholders by the weighted-average number of
shares of common stock outstanding during the period. Diluted earnings per share is computed by dividing income available to commeon shareholders by the
weighted-average number of shares of common stock outstanding during the period, increased by the number of additional shares of common stack that
would have been outstanding if the potentially dilutive securities had been issued. Potentially dilutive securities include outstanding stock options, unvesied
restricted stock and unvested restricted stock units (“RSUs”). The dilutive effect of potentially dilutive securities is reflected in diluted earnings per share by
application of the treasury stock method.

Foreign Currency Translation -— Assets and liabilities of consolidated foreign subsidiaries whose functional currency is not the U.5. dollar are
translated into U.S. dollars at period-end exchange rates and revenues and expenses are translated into U.S. dollars at daily exchange rates. The adjustment
resulting from translating the financial statements of such foreign subsidiaries into U.S. dollars is reflected as a cumulative translation adjustment and
reported as a component of accumulated other comprehensive income/{loss).

For consolidated foreign subsidiaries whose functional currency is the U.S. dollar, transactions and balances denominated in the local currency are
foreign currency transactions. Foreign currency transactions and balances related to non-monetary assets and liabilities are remeasured to the functional
currency of the subsidiary at historical exchange rates while monetary assets and liabilities are remeasured to the functional currency of the subsidiary at
period-end exchange rates. Foreign currency exchange gains or losses from remeasurement are included in income in the peried in which they occur.

Risks and Uncertainties — As a result of its global operations, the Company may be subject to certain inherent risks.

Concentration of Credit — Financial instruments that potentially subject the Company to concentration of credit risk consist primarily of cash, cash
equivalents and trade receivables. The Company maintains cash, cash equivalents and short-term deposits with financial institutions. The Company
determined that the Company’s credit policies reflect normal industry terms and business risk and there is no expectation of non-performance by the
counterparties.

The Company has cash in banks in countries such as Belarus, Russia, Ukraine, Kazakhstan, Armenia and Uzbekistan, where the banking sector
remains subject to periodic instability. Banking and other financial systems generally do not meet the banking standards of more developed markets, and bank
deposits made by corporate entities are ot insured. As of December 31, 2019, $206,485 of total cash was kept in banks in these countries, of which $123,370
was held in Belarus. In this region, and particularly in Belarus, a banking crisis, bankruptcy or insolvency of banks that process or hold the Company’s funds,
may result in the loss of depasits or adversely atfect the Company’s ability to complete banking transactions in the region, which could adversely affect the
Company’s business and financial condition. Cash in this region is used for operational needs and cash balances in those banks move with the needs of those
entities.

Trade receivables are generally dispersed across many customers operating in different industries; therefore, concentration of credit risk is limited.
Historically, credit losses and write-offs of trade receivable balances have not been material to the consclidated financial statements.

Foreign currency risk — The Company’s global operations are conducted predominantly in U.S. dollars. Other than U.S. dollars, the Company
generates a significant portion of revenues in various currencies, principally, euros, British pounds, Canadian dollars, Swiss francs and Russian rubles and
incurs expenditures principally in Russian rubles, Hungarian forings, Polish zlotys, British pounds, Swiss francs, eurcs, Indian rupees and Chinese yuan
renminbi.

The Company's international operations expase it to foreign currency exchange rate changes that could impact translations of foreign denominated
assets and liabilities into U.S, doellars and future earnings and cash flows from transactions denominated in different currencies. The Company is exposed to
fluctuations in foreign currency exchange rates primarily related to trade receivables from sales in foreign currencies and cash outflows for expenditures in
foreign currencies. The Company’s results of operations, primarily revenues and expenses denominated in foreign currencies, can be affected if any of the
currencies, which are used materially in the Company’s business, appreciate or depreciate against the U.5. dollar. The Company has a hedging program
whereby it entered into a series of foreign exchange forward contracts that are designated as cash flow hedges of forecasted Russian ruble, Polish zloty and
Indian rupee transactions.

Interest rate risk— The Company’s exposure to market risk is influenced primarily by changes in interest rates received on cash and cash equivalents
and paid on the Company’s borrowings, mainly under the 2017 Credit Facility, which is subject to a variety of rates depending on the type and timing of funds
borrowed {See Note B “Long-Term Debt”). The Company does not use derjvative financial instraments to hedge the risk of interest rate volatility.
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Adeption of New Accounting Standards

Unless otherwise discussed below, the adoption of new accounting standards did not have a material impact on the Company’s consolidated financial
position, results of operations, and cash flows.

I eases — In February 2016, the FASB issued ASU 2016-02, Leases (“Topic 842™). The standard supersedes previously existing lease guidance (Topic
§40) and requires entities to recognize all leases, with the exception of leases with a term of twelve months or less, on the balance sheet as right-of-use assets
("RoU Assets”) and lease liabilities. The guidance also changes disclosure requirements with a focus on providing information that will enable users of
financial statements to assess the amount, timing and uncertainty of cash flows arising from leases.

The Company adopted Topic 842, effective January 1, 2019, using the optional transition approach, which allows the Company to apply the provisions
of the standard at the effective date without adjusting the comparable periods and carry forward disclosures under previously existing guidance for those
periods presented within the Company’s financial statements.

The Company determines if an arrangement is a lease or contains a lease at inception. The Company performs an assessment and classifies the lease as
either an operating lease or a financing lease at the lease commencement date with a right-of-use asset and a lease liability recognized in the consolidated
balance sheet under both classifications. The Company does not have finance leases that are material to the Company’s consolidated financial statements.

Lease liabilities are initially measured at the present value of fease payments not yet paid. The present value is determined by applying the readily
determinable rate implicit in the lease or, if not available, the incremental borrowing rate of the lessee. The Company determines the incrememal borrowing,
rate of the lessee on a lease-by-lease basis by developing an estimated centralized U.S, doliar borrowing rate for a fully collateralized ebligation with a term
similar to the lease term and adjusts the rate to reflect the incremental risk associated with the foreign currency in which the lease is denominated. The
development of this estimate includes the use of recovery rates, U.S, risk-free rates, foreign currency/country base rate yields, and a synthetic corporate credit
rating of the Company developed using regression analysis. Lease agreements of the Company may include options to extend or terminate the lease and the
Company includes such options in the lease term when it is reasonably certain that the Company will exercise that option. RolJ Assets are recognized based
on the initial measurement of the lease liabilities plus initial direct costs less lease incentives and, according to the guidance for long-lived assets, RalJ Assets
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Lease
expense for operating leases is recognized on a straight-line basis over the lease term.

The Company elected a practical expedient to account for lease and non-lease components together as a single lease component. The Company also
elected the short-term lease recognition exemption for ali classes of lease assets with an original term of twelve months or less. As part of the transitian, the
Company elected a package of practical expedients allowing it to carry forward historical accounting for any expired or existing contracts that are or contain
lease contracts, including classification of such contracts and initial direct costs associated with them.

The adoption of Topic 842 on January 1, 2019 resulted in the recognition of RoU Assets for operating leases of $177,597 and operating lease liabilities
of $173,863. The adoption of Topic 842 did not have a material impact on the consolidated statement of income and comprehensive income, consolidated
statement of changes in stockholders” equity or the censolidated statement of cash flows,

See Note 7 “Leases” in the condensed conselidated financial statemenus for additional information regarding leases.
Pending Accounting Standards

From time to time, new accounting pronouncements are issued by the FASB or other standards-setting bodies that the Company will adopt according to
the various timetables the FASB specifies. Unless otherwise discussed below, the Company believes the impact of recently issued standards that are not yet
effective will not have a material impact on its consolidated financial position, results of operations and cash flows upon adoption.
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Measurement of Credit Losses on Financial Instruments — Effective January 1, 2020, the Company will adopt the amended guidance of FASB
ASC Topic 326, Financial Instruments — Credit Losses (Topic 326}: Measurement of Credit Losses on Financial Instruments, (with early adoption permitted
effective January 1, 2019.) The amendments in this update change how companies measure and recognize credit impairment for many financial assets. The
new expected credit loss model requires companies to immediately recognize an estimate of credit losses expected to occur over the remaining life of the
financial assets (including trade receivables) that are in the scope of the update. The update also made amendments to the current impairment model for held-
to-maturity and available-for-sale debt securities and certain guarantees. Entities are required to adopt the standard vsing a modified-retrospective approach
through a cumulative effect adjustment to retained earnings as of the beginning of the period of adoption. The Company does not expect Topic 326 to have a
material impact on its consolidated financial statements.

2. ACQUISITIONS

Continuum — On Macch 15, 2018, the Company acquired all of the outstanding equity of Continuum Innovation LLC together with its subsidiaries
(“Continuem”) to enhance the Company’s consulting capabilities as well as its digital and service design practices. Continuum, headquartered in Boston with
offices located in Milan, Seoul, and Shanghai, focuses on four practices including strategy, physical and digital design, technology and its Made Real Lab.
The acquisition of Continuum added approximately 125 design consultants to the Company’s headcount. In connection with the Continuum acquisition, the
Company paid $52,515 of cash and committed to making a cash earnout payment with a maximum amount payable of $3,135, subject to attainment of
specified performance targets in the 12 months after the acquisition date. See Note 11“Fair Value Measurements” for more information regarding this earnout
payment.

Think — On November 1, 2018, the Company acquired all of the equity interests of Think Limited {“Think"), a digital transformation agency
headquartered in London, UK. This acquisition is intended to strengthen EPAM’s digitat and organizational consulting capabilities in the UK and Western
European markets and enhance the Company’s global product and design offerings. In connection with the Think acquisition, the Company paid $26,254 at
closing and committed to making a cash earhout payment with a maximum amount payable based on exchange rates at the date of acquisition of $8,156
subject to attainment of specified performance targets in the 12 months after the acquisition date. During the year ended December 31, 2019, the Company
paid $185 of net true-up payments which increased the purchase price, See Note 11“Fair Value Measurements” for more information regarding the earnout
payment.

test [0 — On April 30, 2019, the Company acquired 100% of the equity interests of a crowdtesting company, test IO GmbH, and its subsidiary (“test
107, In connection with the test 10 acquisition, the Company paid $17,323 of cash.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed as of the date of acquisition as updated for any
changes as of December 31, 2015 for each regpective acquisition:

Continuum Think test [0

Cash and cash equivalents v $ 2251 % 2344 § 663
Trade receivables and contract assets 9,139 2,637 688
Prepaid and other current assets 936 500 96
Goodwill 26,617 20,477 12,150
Intangible assets 14,450 6,882 6,219
Property and equipment and other noncurrent assets 8,902 1,214 151
Total assets acquired $ 62,295 § 34,454 % 19,967
Accounts payable, accrued expenses and other current liabilities $ 3,746 $ 2,025 % 910
Long-term debt (Note 8) 3,220 — —
Other noncurrent liabilities 490 — 1,734
Total liabilities assumed $ 7456 $ 2,025 $ 2,644
Net assets acquired $ 54,839 § 32,429 § 17,323
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During 2018, the Company adjusted initially recognized intangible assets acquired with Continuum and their useful lives, recognized an additional
intangible asset in the form of a favorable lease, removed a noncurrent liability associated with an initially recognized unfavorable lease and revised the initial
fair value of contingent consideration. The Company also finalized a working capital adjustment that resulted in cash collection in the amount of $76 reducing
the original amount of the net assets acquired. These adjustments resulted in a corresponding decrease to the criginally recognized value of acquired goodwill.
During the first quarter of 2019, the Company finalized the fair value of the assets acquired and liabilities assumed in the acquisition of Continuum and no
additional adjustments were recorded.

During 2019, the Company recorded purchase price adjustments which increased the original purchase price for Think by $185, with a corresponding
adjustment to net assets acquired. In addition, the Company recorded a $1,497 increase in deferred tax assets and other insignificant adjustments to ather
accounts with corresponding decreases to goodwill. During the fourth quarter of 2019, the Company finalized the fair value of the assets acquired and
liabilities assumed in the acquisition of Think.

As of December 31, 2019, the Company finalized the valuation of intangible assets acquired in connection with the acquisition of test IG. For the
acquisition of test [0, estimated fair values of the income tax-related assets acquired and liabilities assumed remain provisional and based on the facts and
circumstances that existed as of the acquisition date. The Company expects to compleie the purchase price allocation as soon as practicable but no later than
one year from the acquisition date. Luring 2014, the Company recorded purchase price adjustments which increased the original purchase price for test 10
and adjusted related working capital accounts increasing the original amount of the net assets acquired by $119. In addition for the test IO acquisition, the
Company reduced the value of acquired intangible assets by $145 with a corresponding increase to goodwill,

The following table presents the estimated fair values and useful lives of intangible assets acquired from Continuum, Think, and test IO as of the date
of acquisition and updated for any changes during the year ended December 31, 2019 for each respective acquisition:

Continuum Think test IO
Weighted weighted Weighted
Average Useful Average Useful Average Useful
Life (ic years) Amount Life (in years) Amount Life {in years} Amounnt
Customer relationships 6.5 % 5,800 7 $ 6,117 7 $ 2,456
Favorable lease 11.2 5,500 — — — —
Software — — — — 6 3,461
Contract royalties 1,300 — — — —
Trade names 1,250 S 765 4 302
Total 3 14,450 $ 6,882 $ 6,219

In connection with the adeption of Topic 842, effective January 1, 2019, the Company reclassified the favorable lease intangible asset to Operating

lease right-of-use assets.

The goodwill recognized as a result of the acquisitions is attributable primarily to strategic and synergistic opportunities related to the consulting and
design businesses, the assembled workforces acquired and other factors. The goodwill acquired as a result of the Continuum acquisition is expected to be
deductible for income tax purposes while the goodwill acquired as a result of the Think and test }0 acquisitions is not expected to be deductible for income

tax purposes.

Revenues generated by test 10, acquired on April 30, 2019, totaled $4,539 for the year ended December 31, 2019,

Pro forma results of cperations have not been presented because the effect of the acquisitions on the Company’s consolidated financial statements was

not material individually or in the aggregate.

Other 2019 Acquisitions — During the year ended December 31, 2019, the Company completed four additional acquisitions with an aggregate cash
purchase price of $24,786 and committed to making cash eamout payments with a maximum amount payable of $3,000 subject to attainment of specified

performance targets ranging from 12 months to 24 months after the respective acquisition dates. These acquisitions increased EPAM'’s educational service and
platform offerings and expanded the Company’s geographical reach, as well as added $7,488 in intangible assets, consisting mainly of customer relationships.
Revenues generated by these other 2019 acquisitions totaled $9,336 during the year ended December 31, 2019. Pro forma results of operations have not been
presented because the effect of these acquisitions on the Company’s censolidated financial statements was not material individually or in the aggregate.
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During the year ended December 31, 2017, the Company completed acquisitions with aggregated purchase price of $6,980. These acquisitions

individually and in the aggregate are not material to the Company’s consolidated financial statements.
3. GOODWILL AND INTANGIBLE ASSETS, NET

Goodwill by reportable segment was as follows:

North America Europe Russia Total
Balance as of January 1, 2018 $ 77,290 §$ 42241 $ —  § 119,531
Continuum acquisition (Note 2) 26,617 — — 26,617
Think acquisition (Note 2} — 22,482 — 22,482
Effect of currency translation (365} (1,433) — (1,798)
Balance as of December 31, 2618 103,542 63,290 —_ 166,832
test 10 acquisition (Note 2) 3,301 8,849 - 12,150
Other 2019 acquisitions {Note 2) 6,503 9,546 738 16,787
Think purchase accounting adjustments — (2,043) — (2,043)
Effect of currency translation $ 80 $ 1,231 § 6 1,317
Balance as of December 31, 2019 $ 113,426 § 80,873 % 744 $ 195,043

The Russia segment had accumulated goodwill impairment losses of $2,241 as of December 31, 2019, 2018 and 2017. There were no accumulated
goodwill impairment losses in the North America or Europe reportable segments as of December 31, 2019, 2018 ar 2017.

Intangible assets other than goodwill as of December 31, 2019 and 2018 were as follows:

As of December 31, 2019

Weighted average life

at acquisition (in Accumulated Net
years) Gross carrying amount amortization carrying amoung
Customer relationships g $ 87489 § (38,526) % 48,963
Software 6 4,472 {486) 3,986
Trade names 5 6,439 (4,753) 1,686
Contract royalties 8 1,900 (435) 1,465
Assembled workforce 3 158 — 158
Total b 100,458 § (44,200) $ 56,258
As of December 31, 2018
Weighted average life
at acquisition (in Accumulated Net
years) Gross carrying amount amortization carrying amount
Customer relationships 9.5 $ 78,042 § (29,580) % 48,462
Favorable lease 11.2 5,500 {410) 5,050
Trade names 53 5,111 (4,300) 1,811
Contract royalties 3 1,900 (198} 1,702
Total $ 91,553 § (34,488) $ 57,065

In connection with the adoption of Topic 842, effective January 1, 2019, the Company reclassified the favorable lease intangible asset to Operating
lease right-of-use assets. See Note 7 “Leases” for further information regarding the Company’s operating leases.
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All of the intangible assets other than goodwill have finite lives and as such are subject to amortization. Amortization of the other intangible assets is

recognized in depreciation and amortization expense in the consolidated statements of income and comprehensive income,

The following table presents amortization expense recognized for the periods indicated:

For the Years Ended Becember 31,

2019 2018 2017

Customer relationships $ 8,743 7637 % 6,643
Software 486 — —
Trade names 447 266 896
Contract royalties 238 198 —
Favorable lease — 410 —
Non-compelition agreements — —_ 23

Total $ 9,914 8511 § 7,562

Based on the carrying value of the Company’s existing intangible assets as of December 31, 2019, the estimated amortization expense for the future

years is as follows:

Year ending December 31,

Amaount
2020 b 11,322
2021 11,322
2022 11,126
2023 9,526
2024 7,023
Thereafter 5,939
Total $ 56,258
4. PROPERTY AND EQUIPMENT, NET
Property and equipment, net consisted of the following:
Weighted Average As of Asof
Useful Life December 21, December 31,
(in years) 2019 2018
Computer hardware 3 95,286 $ 74,884
Buildings 47 51,300 34,458
Purchased computer software 3 32,115 10,406
Leasehold improvements 30,634 25,036
Fumniture, fixture and other equipment 7 28,193 21,544
Office equipment 18,901 13,203
Land improvements 18 2,137 1,474
259,566 181,005
Less accumulated depreciation and amortization (94,307) (78,359)
Total 165,259 § 102,646

Depreciation and amortization expense related to property and equipment was $35,379, $28,539 and $21,000 during the years ended December 31,

2019, 2018 and 2017, respectively.
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On November 1, 2019, the Company acquired an office building in Minsk, Belarus for $18,904, excluding refundable VAT. The acquired building is
intended to be used in the Company’s normal operations as office space for its employees; however, a portion of the building was leased to third parties under
operating lease agreements prior to the Company’s purchase and the Company will continue leasing under those agreements (see Note 7 “Leases”). In
addition to this building, the Company has other assets which generate lease income. The gross amount of such assets including the leased portion of the
Minsk building was $10,654 and the associated accumulated depreciation was $101 as of December 31, 2019. Depreciation expense associated with these
assets held under operating leases was $42 for the year ended December 31, 2019, There were no material assets held under operating leases as of December
31, 2018.

5. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities consisted of the following:

As of As of
December 31, December 31,

2019 2018
Value added taxes payable 24,016 19,985
Contingent consideration, current (Note 11) 10,057 1,501
Deferred revenue 9,132 4,558
Other current liabilities and accrued expenses 39,271 24,209
Total $ 82,476 § 50,253

6. INCOME TAXES
Income/(Loss) Before Provision for Income Taxes
Income/(loss) before provision for income taxes hased on geographic location is disclosed in the table below:

For the Years Ended December 31,

2019 2018 2017
Income/(loss) before provision for income taxes:
United States $ 65,370 § 44,527 % (6,595)
Foreign 234,156 205,246 180,900
Total 5 299,526 & 249,773 % 174,305

Provision for Income Taxes
The provision for income taxes consists of the following:

For the Years Ended December 3t,

2019 208 2017

Current

Federal 3 16,943 % 10,814 % 65,571

State 3,610 4,123 (204)

Foreign 25,680 42,580 23,617
Deferred

Federal (9,425) (37,785) 7,235

State (358) (3,548) (90)

Foreign 2,319 (6,667) 5,416

Total $ 38,469 § 9517 § 101,545
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The U.S. Tax Act significantly changed U.S. corporate income tax laws including a reduction of the U.S. corparate income tax rate flom 35.0% to
21.0% effective January 1, 2018 and the creation of a territorial tax system with a one-time transition tax on accumulated foreign subsidiary earnings not
previously subject to U.S. income tax. In addition, the U.S. Tax Act created new Laxes on certain foreign-sourced earnings and certain related party payments,
which are referred to as GILTI and the base erosion and anti-abuse tax {“BEAT”), respectively.

Due to the timing of the enactment and the complexity involved in applying the provisions of the U.S. Tax Act, the Company made reasonable
estimates of the effects and recorded provisional amounts in its financial statements as of December 31, 2017, During the year ended December 31, 2018, the
Company completed its analysis of the impact of the U.S, Tax Act and recorded the following adjustments to the recorded provisional amounts:

+  The one-time transitien tax on accumulated foreign subsidiary earnings not previously subject to U.S. income tax requires the Company to pay U.S.
income tax at a rate of 15.5% to the extent of foreign cash and certain other net current assets and 8.0% on the remaining earnings. During the year
ended December 31, 2017, the Company recorded a provisional income tax expense and corresponding income taxes payable of $64,321 o be paid
over the next 8 years associated with the one-time transition tax. During the year ended December 31, 2018, the Company completed its assessment
and refined its estimate reducing the provisional charge by $4,935. The total charge for the one-time transition tax now totals $5%,386.

s In 2617, the Company provisionally reduced its net deferred tax assets by $10,311 refiecting the impact of the change in the U.S. stawtory tax rate
from 35.0% to 21.0% in the periods in which the net deferred tax assets are expected to be realized as a result of the U.S5, Tax Act. In 2018, the
Company completed its analysis, and consequently recorded an additional charge of $926 to further reduce its net deferred tax assets for a total charge
of $11,237.

In 2017, the Company reassessed its accumulated foreign earnings in light of the U.S. Tax Act and determined $97,000 of its accumulated earnings in
Belarus were no longer indefinitely reinvested. As a result, the Company recorded a charge of $4,850 in the provision for income taxes during the year ended
December 31, 2017 for the withholding tax payable to Belarus when the earnings are distributed. In 2018, the Company remitted this full amount of
accumulated eamings as dividends and also remitted as dividends certain earnings of its foreign subsidiaries in Canada, Cyprus, Ireland and Russia and
additional earnings in Belarus. Based on proposed tax vegulations issued by the U.S. Department of the Treasury during 2018, it was determined that an
offsetting U.S. foreign tax credit could be claimed for the withhelding tax paid to Belarus resulting in a net $4,850 income tax benefit recognized during the
vear ended December 31, 2018.

As of December 31, 2019, the Company has determined that al! accumulated undistributed foreign earnings of $861,893 are expected to be indefinitely
reinvested. Due to the enactment of the U.S. Tax Act and the one-~time transition tax on accumulated foreign subsidiary earnings, these accumulated foreign
earnings are no longer expected to be subject to U.S. federal income 1ax if repatriated but could be subject to state and foreign income and withholding taxes.
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Effective Tax Rate Reconciliation
[
The reconciliation of the provision for income taxes at the federal statutory income tax rate to the Company’s effective income tax rate is as follows:

For the Years Ended December 31,

2019 2018 2017
Provision for income taxes at federal statutory rate $ 62,898 % 52,452 § 61,007
Increase/(decrease) in taxes resulting from:
Tmpact from U.S. Tax Act — {4,009} 74,632
Entity classification election deferred tax asset impact — (25,962)
GILTI and BEAT U S. taxes (926) 1,526 i
Excess tax benefits relating to stock-based compensation {28,385) (17,370} (9,307)
Subsidiary withholding tax liability and related foreign tax credit — (4,850} 4,850
Foreign tax expense and tax rate differential (1,402) (88) (39,997)
Effect of permanent differences 3,264 2,724 3,205
State taxes, net of federal benefit 2,971 3,452 (116)
Change in valuation allowance 218 151 783
Stock-based compensation expense 571 652 6,908
Other (740) 839 (420)
Provision for income taxes $ 38,469 $ 9,517 § 101,545

The Company’s worldwide effective tax rate for years ended December 31, 2019, 2018 and 2017 was 12.8%, 3.8% and 58.3%, respectively. The
provision for income taxes in the year ended December 31, 2018 was favorably impacted by the recognition of $25,962 of net deferred tax assets resulting
from the Company’s decision to change the tax status and to classify most of its foreign subsidiaries as disregarded for U.S. income tax purposes. This change
subjects the income of the disregarded foreign subsidiaries to U.S. income taxation, resulting in a reduced foreign tax rate differential benefit in 2019 and
2018 as compared to 2017, In addition, the Company recorded excess tax benefits upon vesting or exercise of stock-based awards of $28,385, $17,370 and
$9,3(7 during the years ended December 31, 2019, 2018 and 2017, respectively.

In Belarus, member technology companies of High-Technologies Park, including the Company’s local subsidiary, have a full exemption from Belarus
income tax on qualifying income through January 2049, However, beginning February 1, 2018, the earnings of the Company’s Belarus local subsidiary
became subject to U. S, income taxation due to the Company’s decision to change the tax status of the subsidiary. Consequently, there was less income tax
benefit from the Belarus tax exemption for the year ended December 31, 2018 compared to the previous year. There was no aggregate dollar benefit derived
from this tax holiday for the year ended December 31, 2019, and the aggregate dollar benefits derived from this tax heliday approximated $1,352 and $15,503
for the years ended December 31, 2018 and 2017, respectively. There was no impact on diluted net income per share for the year ended December 31, 2015,
The benefit the tax holiday had on diluted net income per share approximated $0.02 and $0.28 for the years ended December 31, 2018 and 2017, respectively.
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Deferred Income Taxes

Deferred income taxes reflect the net effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purpases and the amounts used for income tax purposes. Significant components of the Company’s deferred tax assets and liabilities are as follows:

As of As of
December 31, December 31,
2019 2018
Deferred tax assets:
Property and equipment $ 5329 % 4,531
Intangible assets 574 1,262
Accrued expenses 41,457 32,067
Net operating loss carryforward 5,168 4,983
Deferred revenue 3,510 5,802
Stock-based compensation 29,596 27,558
Operating lease labilities 7,438 —
Foreign tax credit 3,491 —
Foreign currency exchange 2,439 5,772
Other assets 1,533 782
Deferred tax assets $ 100,595 § 82,757
Less: valuation allowance 3,877} (3,189)
Total deferred tax assets $ 96,718 § 79,568
Deferred tax liabilities:
Property and equipment
3 4981 % 1,480
Intangible assets 11,364 5,582
Operating lease right-of-use assets
6,500 —_
Accrued revenue and expenses 2,176 1,540
U.S. taxation of foreign subsidiaries — 3,000
Other liabilities 812 933
Total deferred tax liabilities % 26233 % 12,535
Net deferred tax assets $ 70,485 § 67,033

As of December 31, 2019 and 2018, the Company classified $4,530 and $2,950, respectively, of deferred tax liabilities as Other noncurrent liabilities in
the consolidated balance sheets.

Included in the stock-based compensation expense deferred tax asset at December 31, 2019 and 2018 is $6,788 and $7,561, respectively, that is related
to acquisitions and is amortized for tax purposes over a 10 to 15-year period.

As of December 31, 2019, the Company’s domestic and foreign net operating loss (“NOL”) carryforwards for income tax purposes were approximately
$3,712 and $25,487, respectively. If not utilized, the domestic NOL carryforwards will begin to expire in 2021. The foreign NOL carryforwards include
$9,311 from jurisdictions with no expiration date, with the remainder expiring as follows: $274 in 2020, $5,805 in 2021, $6,273 in 2022, $1,371 in 2023,
$2,204 in 2024, and 5249 beyond 2024. The Company maintains a valuation allowance primarily related to the net eperating loss carryforwards in certain
foreign jurisdictions that the Company believes are not likely to be realized, which totaled $21,948 as of December 31, 2019.

Unrecognized Tax Benefits

As of December 31, 2019 and 2018, unrecognized tax benefits of $2,904 and $1,432, respectively, are included in Income taxes payable, noncurrent
within the consolidated balance sheets. There were no significant new tax positicns that resulted in unrecognized tax benefits or reversals of prior year tax
positions during the years ended December 31, 2019, 2018 and 2017. There were no tax positions for which it was reasonably possible that unrecognized tax
benefits will significantly increase or decrease within twelve months of the reporting date.
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The Company files income {ax returns in the United States and in various state, local and foreign jurisdictions. The Company’s significant tax
jurisdictions are the United States, Russia, Germany, Ukraine, the United Kingdom, Hungary, Switzerland, Netherlands, Poland and India. The tax years
subsequent to 2015 remain open tg examination by the United States Internal Revenue Service and generally, the tax years subsequent to 2015 remain open to
examination by various state and local taxing authorities and various foreign taxing authorities.

7. LEASES

The Company leases office space, corporate apartments, office equipment, and vehicles. Many of the Company’s leases contain variable payments
including changes in base rent and charges for common area maintenance or other miscellaneous expenses. Due to this variability, the cash flows associated
with these variable payments are not included in the minimum lease payments used in determining the RoU Assets and associated lease liabilities and are
recognized in the period in which the ebligation for such payments is incurred, The Company’s leases have remaining lease terms ranging from 0.1 10 114
years, Certain lease agreements, mainly for office space, include options to extend or terminate the lease before the expiration date. The Company considers
such options when determining the lease term when it is reasonably certain that the Company will exercise that option. The Company leases and subleases a
portion of its office space to third parties. Lease income and sublease income were immaterial for the years ended December 31, 2019, 2018 and 2017.

During the year ended December 31, 2019, the compeonents of lease expense were as follows:

Year Ended December
Income Statement Classification 31, 2019
Operating lease cost Selling, general and administrative expenses $ 62,740
Variable lease cost Selling, general and administrative expenses 8,730
Short-term lease cost Selling, general and administrative expenses 3,870
Total lease cost $ 75,340

e

Rent expense under operating lease agreements for the years ended December 31, 2018 and 2017 was $46,924 and $37,916, respectively.

Supplemental cash flow information relared to leases was as follows:

Year Ended December

31,2019
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows used for operating leases $ 59,952
Right-of-use assets obtained in exchange for lease obligations:
Operating leases $ 107,822
Non-cash net increase due te lease modifications:
Operating lease right-of-use assets $ 10,124
$ 14,192

Operating lease liabilities

Weighted average remaining lease term and discount rate as of December 31, 2019, were as follows:

As of December 31,

2019
Weighted average remaining lease term, in years:
Operating leases 6.1
‘Weighted average discount rate;
3.6%

Operating leases
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As of December 31, 2019, operating lease liabilities will mature as follows:

Year ending December 31, Lease Payments
2020 $ 64,667
2021 54,343
2022 36,886
2023 27,018
2024 22,603
Thereafter 58,532

Total lease payments 264,049
Less: imputed interest (25,660)
Total $ 238,389

There were no lease agreements that contained material restrictive covenants or material residual value guarantees as of December 31, 2019, There
were no material lease agreements signed with related parties as of December 31, 2019.

As of December 31, 2019, the Company had committed to payments of $37,559 related to operating lease agreements that had not yet commenced.
These operating leases will commence during various dates during 2020 with lease terms ranging from 1.2 to 10.9 years. The Company did not have any
material finance lease agreements that had not yet commenced.

8. LONG-TERM DEBT

Revolving Line of Credit — On September 12, 2014, the Company entered into a revolving loan agreement (the “2014 Credit Facility”) with PNC
Bank, National Association; Santander Bank, N.A; and Silicon Valley Bank (collectively the “2014 Lenders”). Under the 2014 Credit Facility, the Company’s
borrowing capacity was set at $100,000, with potential to increase it to $200,000 if certain conditions were met.

Borrowings under the 2014 Credit Facility were denominated in U.S. dollars or, up to a maximum of $50,000 in British pounds, Canadian doltars,
euros and Swiss francs and other currencies as may be approved by the administrative agent and the 2014 Lenders. Borrowings under the 2014 Credit Facility
bare interest at either a base rate or Euro-rate plus a margin based on the Company’s leverage ratio. The base rate was equal to the highest of (a) the Federal
Funds Open Rate, plus 0.5%, (b) the Prime Rate, and (c) the Daity LIBOR Rate, plus 1.0%.

On May 24, 2017, the Company terminated the 2014 Credit Facility and entered into a new unsecured credit facility (the “2017 Credit Facility”), as
may be amended from time to time, with PNC Bank, National Asscciation; PNC Capital Markets LLC; Citibank N.A.; Wells Fargo Bank, National
Association; Fifth Third Bank and Santander Bank, N.A. (collectively the “Lenders”). The 2017 Credit Facility provides for a borrowing capacity of
$300,000, with potential to increase the credit facility up to $400,000 if certain conditions are met. The 2017 Credit Facility matures on May 24, 2022,

Borrowings under the 2017 Credit Facility may be denominated in U.S. dollars or up to a maximum of $100,000 in British pounds, Canadian dollars,
euros and Swiss francs and other currencies as may be approved by the administrative agent and the Lenders. Borrowings under the 2017 Credit Facility bear
interest at either a base rate or Euro-rate plus a margin based on the Company’s leverage ratio. The base rate is equal to the highest of (a) the Overnight Bank
Funding Rate, plus 0.5%, (b) the Prime Rate, or (¢) the Daily LIBOR Rate, plus 1.0%. As of December 31, 2019, the Company’s outstanding borrowings are
subject to a LIBOR-based interest rate, which resets regularly at issuance, based on lending terms.

The 2017 Credit Facility includes customary business and financial covenants that may restrict the Company's ability to make or pay dividends (other
than certain intercompany dividends) if a potential or an actual event of default has occurred or would be triggered. As of Decernber 31, 2019, the Company
was in compliance with all covenants contained in the 2017 Credit Facility.
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The following table presents the outstanding debt and borrowing capacity of the Company under the 2017 Credit Facility:

As of As of
December 31, December 31,
2019 2018
QOutstanding debt $ 25000 % 25,000
Interest rate 2.8% 3.5%
Irrevocable standby letters of credit $ 303 % 382
Available borrowing capacity $ 274,697 $ 274,618
Current maximum borrowing capacity $ 300,000 § 300,000

As part of the acquisition of Continuum in 2018, the Company assumed $3,448 of long-term debt associated with a leased facility and payable to
Centinuum’s landlord. The debt was payable in monthly installments through March 31, 2029 and bore interest at a rate of 8% per annum. In March 2018, the
Company paid $3,448 to settle this assumed long-term debt,

9. REVENUES
Disaggregation of Revenues

The following tables show the disaggregation of the Company’s revenues by major customer location, including a reconciliation of the disaggregated
revenues with the Company’s reportable segments (Note 15 “Segment Information”) for the years ended December 31, 2019 and 2018:

Year Ended December 31, 2019
Reportable Segments

Consolidated

North America Europe Russia Revenues
Customer Locations
North America $ 1,344,040 § 45859 % 116 $ 1,390,015
Europe 27,042 719,548 276 746,866
CIS 8,583 143 91,745 100,471
APAC 1,279 55,167 — 56,446
Revenues $ 1,380,944 % 820,717 § 92,137 $ 2,293,798
Year Ended December 31, 2018
Reportable Segments
Consolidated
North America Europe Russia Revenues
Customer Locations
North America $ 1,046,232 % 52,860 § 75 % 1,099,167
Europe 16,679 52 612,472
CIS 8,437 336 72,930 81,703
APAC 5,631 B - 91 49,570
Revenues $ 1,076,979 3 692,785 § 73,148 § 1,842,912
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The following tables show the disaggregation of the Company’s revenues by industry vertical, including a reconciliation of the dlsaggregated revenues
with the Company’s reportable segments (Note 15 “Segment Information”) for the year ended December 31, 2019 and 2018:

Year Ended December 31, 2019

Reportable Segments

Consolidated
North America Europe Russia Revenues
Industry Verticals
Financial Services $ 184,469 § 244,284 § 72,119 § 500,872
Travel & Consumer 198,264 229,523 11,571 439,358
Software & Hi-Tech 354,023 77,377 1,998 433,398
Business Information & Media 262,448 157,844 631 420,923
Life Sciences & Healthcare 224,925 23,444 83 248,452
Emerging Verticals 156,815 88,245 5,735 250,795
Revenues $ 1,380,944 $ 820,717 % 92,137 $ 2,293,798
Year Ended December 31, 2018
Repartable Segments
Consolidated
North America Europe Russia Revenues
Industry Verticals
Financial Services 5 112,444 % 252,196 § 59,337 $ 423,977
Travel and Consumer 177,910 208,266 7,467 393,643
Software & Hi-Tech 269,067 79,121 2,627 350,815
Business Information & Media 251,081 72,898 54 324,033
Life Sciences & Healthcare 151,418 20,272 13 171,703
Emerging Verticals 115,059 60,032 3,650 178,741
Revenues $ 1,076,979 $ 692,785 % 73,148 $ 1,842,912
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The following tables show the disaggregation of the Company’s revenues by contract type, including a recenciliation of the disaggregated revenues
with the Company’s reportable segments (Note 15 “Segment Information”) for the year ended December 31, 2013 and 2018:

Contract Types
Time-and-material

Fixed-price
Licensing
Other revenues

Revenues

Contract Types
Time-and-material

Fixed-price
Licensing
Other revenues

Revenues

Timing of Revenue Recognition

The following tables show the timing of revenue recognition:

Timing of Revenue Recognition
Transferred over time
Transferred at a point of time

Revenues

Timing of Revenue Recognition

Transferred over time
Transferred at a point of time

Revenues

Year Ended December 31, 2019

Reportable Segments

Consolidated
North America Europe Russia Revennes
] 1,247979 % 688,605 §$ 54,069 % 1,990,653
127,926 128,977 37,747 294,650
3,626 1,230 225 5,081
1,413 1,905 96 3,414
$ 1,380,944 3 820,717 § 92,137 §$ 2,293,798
Year Ended December 31, 2018
Reportable Segments
Consolidated
Norih America Europe Russia Revenues
$ 983,436 3% 628,707 % 40,754 $ 1,652,897
89,831 62,078 32,342 184,251
2,748 1,332 17 4,097
964 668 35 1,667
$ 1,076,979 $ 692,785 § 73,148 §% 1,842,912

Year Ended December 31, 201%

Reportable Segments

Consolidated
North America Europe Russia Revenues
5 1,379,256 § 819913 $ 92,076 § 2,291,245
1,688 804 61 2,553
$ 1,380,944 $ 820,717 $ 92,137 $ 2,293,798

Year Ended December 31, 2018

Reportable Segments

North America

Conselidated
Revenues

$ 1,076,084
895

$ 1,841,242
1,670

% 1,076,979

Europe Russia
$ 692,023 % 73,135
762 13
$ 692,785 % 73,148

8 1,842,912

During the years ended December 31, 2019 and 2018 the Company recognized $7,806 and $5,736, respectively, of revenues from performance

obligations satisfied in previous periods.
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The following table includes the estimated revenues expected to be recognized in the future related to performance obligations that are partially or fully
unsatisfied as of December 31, 2019. The Company applies a practical expedient and does not disclose the value of unsatisfied perforimance obligations for
contracts that (i) have an original expected duration of one year or less and (i} contracts for which it recognizes revenues at the amount to which it has the
right to invoice for services provided:

1ess than 1 year 1 Year 2 Years 3 Years Total
Contract Type
Fixed-price $ 17,892 & 992 % 64 % — 3 18,948

The Company applies a practical expedient and does not disclose the amount of the transaction price allocated to the remaining performance
obligations nor provide an explanation of when the Company expects to recognize that amount as revenue for certain variable consideration.

Contract Balances

‘The tollowing table provides iniormation on the classification of contract assets and labibties in the consolidated Dalance sheets.

As of Asof
December 31, December 31,
2019 2018
Contract assets included in Trade receivables and contract assets $ 14,320 §$ 13,522
Contract liabilities included in Accrued expenses and other current liabilities $ 9,132 % 4,558
Contract liabilities included in Other noncurrent liabilities $ 5 3 224

Contract assets have increased from December 31, 2018 primarily due to new contracts entered into in 2019 where the Company’s right to bill is
contingent upon achievement of contractual milestones.

Contract liabilities comprise amounts collected from the Company’s customers for revenues not yet earned. Such amounts are anticipated o be
recorded as revenues when services are performed in subsequent periods. Contract liabilities have increased from December 31, 2018 due to an increase in
advance billings largely attributable to the businesses acquired during 2019. During the year ended December 31, 2019, the Company recognized $3,850 of
revenues that were included in Accrued expenses and other current liabilities at December 31, 2018. During the year ended December 31, 2018, the Company
recognized $3,810 of revenues that were included in Accrued expenses and other current liabilities at January 1, 2018.

10. DERIVATIVE FINANCIAL INSTRUMENTS

The Company conducts a large portion of its operations in international markets that subject it to foreign currency fluctuations. To manage the risk of
fluctuations in foreign currency exchange rates, during the year ended December 31, 2018, the Company implemented a hedging program whereby it enters
into a series of foreign exchange forward contracts with durations of twelve months or less that are designated as cash flow hedges of forecasted Russian
ruble, Polish zloty and Indian rupee transactions.

The Cempany measures derivative instruments and hedging activities at fair value and recognizes them as either assets or liabilities in its consolidated
halance sheets. Accounting for the gains and losses resulting from changes in fair value depends on the use of the derivative and whether it is designated and
qualifies for hedge accounting, To receive hedge accounting treagment, all hedging relationships are formally documented at the inception of the hedge, and
the hedges must be highly effective in offsetting changes to future cash flows on hedged wansactions. As of December 31, 2019, all of the Company's foreign
exchange forward contracts were designated as hedges.

Derivatives may give rise to credit risks from the possible non-performance by counterparties. The Company has limited its credit risk by entering into
derivative transactions only with highly-rated financial institutions and by conducting an engoing evaluation of the creditworthiness of the financial
institutions with which the Company does business. There is no financial collateral (including cash collateral} required to be posted by the Company related
to the foreign exchange forward contracts.
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The fair value of derivative instruments on the Company’s consolidated balance sheets as of December 31, 2019 and December 31, 2018 were as
follows: .

As of December 31, 2019 As of December 31, 2018
Liability Liability
Balance Sheet Classification Asset Derivatives Derivalives Asset Derivatives Derivatives
Foreign exchange forward contracts -
Designated as hedging instruments Prepaid and other current assets  $ 1,910 $ 181
Accrued expenses and other
current liabilities $ 243 $ 3,475

The changes in the fair value of foreign currency derivative instruments in the Company’s consolidated statements of income and comprehensive
income for the years ended December 31, 2019, 2018 and 2017 were as follows:

Year Ended December 31,
2019 2018 2017
Foreign exchange forward contracts - Designated as hedging instruments:
Net gain/(loss) in fair value recognized in Accumulated other comprehensive loss $ 491 § (3.294) §% —
Net gain/(loss) reclassified from Accumulated other comprehensive loss into Cost of revenues
{exclusive of depreciation and amortization) $ 2,028 § (4,161 $ —
Foreign exchange forward contracts - Not designated as hedging instruments:
Net gain recognized in Foreign exchange (loss)/gain $ — % 4 % 425

11. FAIR VALUE MEASUREMENTS

The Company carries certain assets and liabilities at fair value on a recurring basis on its consolidated balance sheets. The following table shows the
fair values of the Company’s financial assets and liabilities measured at fair value on a recurring basis as of December 31, 2019:

As of December 31, 2019

Balance Level 1 Level 2 Level 3
Foreign exchange derivative assets $ 1,910 $ — % 1,910 $§ —
Total assets measured at fair value on a recurring basis $ 1,910 $ — 5 1,910 § —
Foreign exchange derivative liabilities 5 243 % — % 243 % -—
Contingent consideration 10,495 — — 10,495
Total liabilities measured at fair value on a recurring basis $ 10,738  $ — % 243 8 10,495
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The following table shows the fair values of the Company’s financial assets and liabilities measured at fair value on a recurring basis as of
December 31, 2018,

As of December 31, 2018

Balance Level 1 Level 2 Level 3
Foreign exchange derivative assets 5 181 % — 3 181 §& —
Total assets measured at fair value on a recurring basis $ 181 § — 181 % —
Foreign exchange derivative liabilities 5 3475 § — 5 3475 § —
Contingent consideration 7,468 — — 7,468
Total liabilities measured at fair value on a recurring basis $ 10,943 § — % 3,475 % 7,468

The foreign exchange derivatives are valued using pricing models and discounted cash flow methodologies based on gbservable foreign exchange data
at the measurement date. See Note 10 “Derivative Financial Instuments” for additional information regarding derivative financial instruments.

The fair value of the contingent consideration is based on the expected future payments to be made to the sellers of the acquired businesses in
accordance with the provisions outlined in the respective purchase agreements. Although there is significant judgment invalved, the Company believes its
estimates and assumptions are reasonable. In determining fair value, the Company considered a variety of factors, including future performance of the
acquired business using financial projections developed by the Company and market risk assumptions that were derived for revenue growth and earnings
befare interest and taxes. The Company estimated future payments using the earnout formula and performance targets specified in the purchase agreements
and adjusted those estimates to reflect the probability of their achievement, Those estimated future payments were then discounted to present value using a
rate based on the weighted-average cost of capital of guideline companies. Changes in financial projections, market risk assumptions, discount rates or
probability assumptions related to achieving the various earnout criteria would vesult in a change in the fair value of the recorded contingent liabilities, Such
changes, if any, are recorded within Interest and other income, net in the Company’s consolidated statement of income and comptehensive income.

In connection with the Continuum acquisition, the Company committed to making a cash earnout payment subject to aitainment of specified
performance targets in the 12 months after the acquisition date, As of the acquisition date, the Company recorded a $2,400 contingent consideration liability
related to this earnout payment and, subsequently, reduced this liability by $900 during the third quarter of 2018 and $396 during the second quarter of 2019
due ta the change in its fair value. The Company extinguished the eamout obligation during the second quarter of 2015 by paying $1,104 in cash. In
connection with the Think acquisition, the Company committed to making a cash earnout payment subject to attainment of specified performance targets in
the 12 months after the acquisition date. As of the acquisition date, the Company recorded a $5,990 liability related to this earnout payment as contingent
consideration and, subsequently, increased this liability by $2,172 during 2019 due to the change in its fair value. Tn connection with the Company’s other
2019 acquisitions, the Company comimitted to making cash earnout payments subject to attainment of specified performance targets ranging from 12 months
to 24 months after the respective acquisition dates. See Note 2 “Acquisitions” in the consolidated financial statements for additional information regarding
busiftess acquisitions.
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A reconciliation of the beginning and ending balances of acquisition-related contractual contingent liabilities using significant unobservable inputs
(Level 3) for the years ended December 31, 2018 and December 31, 2019 are as follows:

. Amount
Contractual contingent liabilities as of January 1, 2018 $ —
Acquisition date fair value of cantingent consideration — Continnum acquisition (Note 2) 2,400
Acquisition date fair value of contingent censideration — Think acquisition {Note 2) 5,990
Changes in fair value of contingent consideration included in Interest and other income, net (900)
Effect of net foreign currency exchange rate changes (22)
Contractual contingent liabilities as of December 31, 2018 $ 7,468
Payment of contingent consideration (1,104)
Acquisition date fair value of contractual contingent consideration — Other 2019 acquisitions (Note 2} 2,100
Changes in fair value of contingent consideration included in Interest and other income, net 1,776
Efftect of net foreign currency exchange rate changes 255
Contingent consideration liabilities as of December 31, 2013 $ 10,495

The Company had no activity related to contractual contingent liabilities during the year ended December 31, 2017.

Estimates of fair value of financial instruments not carried at fair value on a recurring basis on the Company's consolidated balance sheets are generally
subjective in nature, and are determined as of a specific point in time based on the characteristics of the financial instruments and relevant market
information. The Company uses the following methods to estimate the fair values of its financial instruments:

+ for financial instruments that have quoted market prices, those quoted prices are used to estimate fair value;

« for financial instruments for which no quoted market prices are available, fair value is estimated using information obtained from independent third
parties, or by discounting the expected cash flows using an estimated current market interest rate for the financial instrument;

» for financial instruments for which no quoted market prices are available and that have no defined maturity, have a remaining maturity of 360 days
or less, or reprice frequently to a market rate, the Company assumes that the fair value of these instruments approximates their reported value, after
taking inte consideration any applicable credit risk.

The generally short duration of certain of the Company’s assets and liabilities results in a significant number of assets and labilities for which fair
value equals or closely approximates the amount recorded on the Company's consolidated balance sheets. The Company’s financial assets and liabilities that
are not carried at fair value on a recurring basis on the Company's consolidated balance sheets are as follows:

» cash equivalents;

« restricted cash;

» employee loans;

= long-term debt (Note 8 “Long-Term Debt”)
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The following tables present the reported amounts and estimated fair values of the financial assets and liabilities for which disclosure of fair value is
required, as they would be categorized within the fair value hierarchy, as of the dates indicated: .

Fair Value Hierarchy

Estimated Fair

Batance Value Level 1 Level 2 Level 3
December 31, 2019
Financial Assets:
Cash equivalents:
Money market funds $ 407817 § 407817 % 407,817 $ —  $ ——
Time deposits 10,002 10,002 - 10,002 —
Totat cash equivalents % 417,819 % 417819 407,817 % 10002 3% —
Restricted cash 3 1,136 $ 1,136 % 1,136 $ — % —
Employee loais % 2,434 % 2444 % —  § — 5 2,424
Financial Liabilities:
Borrowings under 2017 Credit Facility 3 25017 % 25017 % — % 25017 % —
Fair Value Hierarchy
Estimated Fair
Balance Value Level 1 Level 2 Level 3
December 31, 2018
Financial Assets:
Cash equivalens
Money market funds $ 282664 § 282664 % 282,664 % — % —
Total cash equivalents $ 282,664 $ 282,664 $ 282,664 § —  § -—
Restricted cash $ 1,151  § L151 % 1,151 % — % —
Employee loans $ 3525 % 3525 % — 3 —  $ 3,525
Financial Liabilities:
Borrowings under 2017 Credit Facility $ 25020 8§ 25,020 % — % 25020 §$ —_

12. STOCK-BASED COMPENSATION

The following costs related to the Company’s stock compensation plans were included in the consolidated statements of income and comprehensive
income:

For the Years Ended December 31,

2019 2018 2017
Cost of revenues (exchusive of depreciation and amortization) % 37,580 % 27,245  § 20,868
Selling, general and administrative expenses 34,456 31,943 31,538
Total $ 72,036 § 59,188 § 52,407

Equity Plans

2015 Long-Term Incentive Plan — On June 11, 2015, the Company’s stockholders approved the 2015 Long-Term Incentive Plan (“20615 Plan™) to be
used to issue equity awards to company personnel. As ot December 31, 2019, 4,969,754 shares of conunon stock remained available for issuance under the
2015 Plan. All of the awards issued pursuant to the 2015 Plan expire 10 years from the date of grant.

2012 Non-Employee Directors Compensation Plan — On January 11, 2012, the Company approved the 2012 Non-Employee Directors Compensation
Plan (2012 Directors Plan”) to be used to issue equity grants to its non~employee directors. The Company authorized 600,000 shares of common stock to be
reserved for issuance under the plan. As of December 31, 2019, 528,441 shares of common stock remained available for issuance under the 2012 Directors
Plan. The 2012 Directors Plan will expire after 10 years and is administered by the Company’s Board of Directors.
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2012 Long-Term Incentive Plan — On January 11, 2012, the Company approved the 2012 Long-Term Incentive Plan (“2012 Plan™) to be used o
issue equity grants to Company personnel. In June 2015, the 2012 Plan was discontinued; however, outstanding awards remain subject to the terms of the
2012 Plan and any shares that are subject to an award that was previously granted under the 2012 Plan and that expire or terminate for any reason prior to
exercise will become available for issuance under the 2015 Plan, All of the awards issued pursuant to the 2012 Plan expire 10 years from the date of grant.

2006 Stock Option Plan — Effective May 31, 2006, the Board of Directors of the Company adopted the 2006 Stock Option Plan (the “2006 Plan”) to
grant stock options to directors, employees, and certain independent contractors. In January 2012, the 2006 Plan was discontinued; however, outstanding
awards remain subject to the tenns of the 2006 Plan and any shares that are subject to an option award that was previously granted under the 200G Plan and
that expire or terminate for any reasen prior to exercise will become available for issuance under the 2015 Plan. All of the awards issued pursuant to the 2006

Plan expire 10 years from the date of grant.
Stock Options

Stock option activity under the Company’s plans is set forth below:

Options outstanding as of January 1, 2017
Options granted
Options exercised
Options forfeited/cancelled
Options expired
Options outstanding as of December 31, 2017
Options granted
Options exercised
Options forfeited/cancelled
Options expired
Options outstanding as of December 31, 2018
Options granted
Options medified
Options exercised
Options forfeited/cancelled
Options outstanding as of December 31, 2019

Options vested and exercisable as of December 31, 2019
Options expected to vest as of December 31, 2019

The fair value of each aption award is estimated on the date of grant using the Black-Scholes aption valuation model. The model incorporated the

following weighted-average assumptions:

Expected volatility
Expected term (in years)
Risk-free interest rate
Expected dividends

Weighted Average
Number of Weighted Average Aggregate Remaining Contractual
Options Exercise Price Intrinsic Value Term (in years)
6,637,239 § 37.20 § 179,936
261,373 % 73.40
(1,789,434) $ 30.23
(200,210) % 57.09
(7,220) $ 4.63
4,901,748 $ 4091 § 326,064
160,181 % 112.81
(945,166) $ 36.69
(32,569) § 63.28
(1,250) $ 25.72
4,082,944 $ 4454 § 291,846
131,849 % 169.13
17,871 % 163.535
(899,033) § 41.21
(10,701) $ 97.83
3,322,930 % 5085 § 536,015 4.8
2,908,237 % 4153 & 496,226 4.3
392,241 % 11526 % 38,010 8.1
For the Years Ended December 31,
2019 2018 2017
33.5% 33.8% 30.5%
6.25 6.25 6.25
2.3% 2.7% 21%
—% —% —%
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Effective January 1, 2018, the Company changed its methodology for estimating volatility used in the Black-Scholes option valuation model. Prior to
January 1, 2018, the Company estimated the volatility of its common stock by using the historical volatility of peer public companies inciuding the
Company’s historical volatility. In the first quarter of 2018, the Company began exclusively using its own historical volatility as it believes this is a more
accurate estimate of future volatility of the price of the Company’s common stock. The Company did not change the methodelogy for estimating any other
Black-Scholes option valuation model assumpticns.

The risk-free rate is based on the U.S. Treasury yield curve for periods equal to the expected term of the options in effect at the time of grant. The
Company has not declared or paid any dividends on its common stock. The Company intends to retain any earnings to fund operations and future growth of
its business and, therefore, does not anticipate paying any cash dividends in the foreseeable future.

The weighted-average grant-date fair value of stock options granted during the years ended December 31, 2019, 2018 and 2017 was $63.12, $43.42
and $25.29, respectively. The total intrinsic value of options exercised during the years ended December 31, 2019, 2018 and 2017 was $121,063, $83,250 and
$91,148, respectively.

The Company recognizes the fair value of each option as compensation expense on a straight-line basis over the requisite service period, which is
generally the vesting period. The options are typically scheduled to vest over four years from the time of grant, subject to the terms of the applicable plan and
stock option agreement. In general, in the event of a participant’s termination of service for any reason, unvested options are forfeited as of the date of such
termination without any payment to the participant, The Company records share-based compensation expense only for those awards that are expected to vest
and as such, the Company applies an estimated forfeiture rate at the time of grant and adjusts the forfeiture rate to reflect actual forfeitures quarterly.

As of December 31, 2019, $12,262 of total remaining unrecognized compensation cost related to unvested stock options, net of estimated forfeitures, is
expected to be recognized over a weighted-average period of 2.6 years.

Restricted Stock and Restricted Stock Units

The Company grants restricted stock units {(“RSUs™) to Company personnel and non-employee directors under the Company’s 2015 Plan (and prier to
its approval, under the 2012 Plan) and 2012 Directors Plan, vespectively. Prior to 2017, awards to non-employee directors were in the form of restricted stock,
In addition, the Company has issued in the past, and may issue in the future, its equity securities to compensate employees of acquired businesses for future
services. Equity-based awards granted in connection with acquisitions of businesses are generally issued in the form of service-based awards {dependent on
continuing empleyment only) and performance-based awards, which are granted and vest only if certain specified performance and service conditions are
met. The awards issued in connection with acquisitions of businesses are subject to the terms and conditions contained in the applicable award agreements
and acquisition dociiments.
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Service-Based Awards

The table below summarizes activity related to the Company’s equity-classified and liability-classified service-based awards for the years ended

December 31, 2018, 2018 and 2017:

Equity-Classified Equity-Classified Liability-Classified
Eruity-Settled Equity-Settled Cash-Settled
Restricted Stock Restricted Stock Units Restricted Stock Units
‘Weighted Weighted Weighted
Average Grant Average Grant Average Grant
Date Date Date
Nuntber of Fair Value Per Number of Fair Value Per Number of Fair Value Per
Shares Share Shares Share Shares Share
Unvested service-based awards outstanding as of
January 1, 2017 154,125 § 40.89 485,188 $ 67.69 204,501 $ 70.53
Awards granted — § — 424623 § 73.89 170,295 % 74.21
Awards modified — — (2,576) § 26.85 2570 & 73.27
Awards vested (152,285) $ 43.39 (140,043) % 66.54 (52,004) % 70.56
Awards forfeited/cancelled — 5 — (79,186) $% 70.30 (10,533) % 71.72
Unvested service-based awards outstanding as of
December 31, 2017 1,840 § 54.37 688,012 §$ 71.60 314,829 § 72.50
Awards granted — 5 —_ 380,864 §$ 115.84 85380 §% 112.65
Awards modified — % —_ (3,110) % 80.27 3,110 % 120.18
Awards vested (1,047) $ 47.76 (217,800) % 70.10 (91,684) $ 72.69
Awards forfeited/cancelled — % — (50,063} % 86.97 (8,668) 3 81.40
Unvested service-based awards outstanding as of
December 31, 2018 793 % 63.10 797,903 §$ 92.13 302,967 $ 83.99
Awards granted 9,394 % 167.18 284,269 % 170.29 55923 % 170.13
Awards modified — % — 6,897 $ 170.74 668 § 168.36
Awards vested (396 § 63.10 (286,654} & 87.79 (110,643) $ 80.51
Awards forfeited/cancelled — % — (43,630) 3% 114.45 (6627 $ 94.77
Unvested service-based awards outstanding as of
December 31, 2019 9,791 % 162.96 758,785 § 122.48 242,288 §$ 105.40

The fair value of vested service-based awards (measured at the vesting date) for the years ended December 31, 2019, 2018 and 2017 was as follows:

For the Years Ended December 31,

2019 2018 2017
Equity-classified equity-settled
Restricted stock $ 7308 142 % 12,607
Restricted stock units 48,111 24,987 10,620
Liability-classified cash-settled
Restricted stock units 18,449 10,349 3,811
Total fair value of vested service-based awards $ 66,633 % 35478 § 27,038

As of December 31, 2019, $1,413 of total remaining unrecognized stock-based compensation costs related to service-based equity-classified restricted
stock is expected to be recognized over the weighted-average remaining requisite service period of 2.7 years. During the year ended December 31, 2019, the
Company issued 9,394 shares of service-based restricted stock in connection with an acquisition of a business. See Note 2 “Acquisitions” for additional

information regarding business acquisitions.
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As of December 31, 2019, $63,588 of total remaining unrecognized stock-based compensation costs related to service-hased equity-classified RSUs,
net of estimated forfeitures, is expected to be recogrized aver the weighted-average remaining requisite service period of 2.5 years. During the years ended
December 31, 2019 and 2018, in connection with business acquisitions, the Company issued 21,933 and 88,578 equity-classified RSUs. See Note 2
“Acquisitions” for additional information regarding business acquisitions.

As of December 31, 2019, $27,538 of total remaining unrecognized stock-based compensation costs related to service-based liability-classified RSUs,
net of estimated forfeitures, is expected to be recognized over the weighted-average remaining requisite service period of 2.1 years. During the year ended
December 31, 2019, the Company issued 7,280 shares of service-based liability-classified cash-settled RSUs in connection with a business acquisition, See
Note 2 “Acquisitions” for additional information regarding business acquisitions.

The liability associated with the Company's service-based liability-classified RSUs as of December 31, 2019 and 2018 was $21,902 and $9,920,
respectively, and is classified as Accrued compensation and benefits expenses in the consolidated balance sheets,

Performance -Based Awards

The table below summarizes activity related to the Company’s performance-based awards for the years ended December 31, 2019, 2018 and 2017:

Equity-Classified Liability-Classified Equity-Classified
Equity-Settled Equity-Settled Equity-Settled
Restricted Stock Restricted Stock Restricted Stock Units
Weighted Weighted Weightad
Average Grant Average Grant Average Grant
Date Date Date
Number of Fair Value Per Number of Fair Value Per Number of Fair Value Per
Shares Share Shares Share Shares Share
Unvested performance-based awards outstanding
as of January 1, 2017 5573 % 33.47 105,602 § 38.86 4,667 $ 70.22
Awards granted — % — — % — — % _
Awards vested (5573) % 33.47 (105,602) $ 38.86 — % —
Awards forfeited/cancelled — % — — 3 — (4,667) $ 70.22
Unvested performance-based awards outstanding
as of December 31, 2017 —  $ — — 8 — — % —_
Awards granted — 5 — — 5 —_ 45375 % 121.75
Awards vested —  § — — — (8,769) $ 121.75
Awards forfeited/cancelled — % — — % — (7.014) % 121.75

Unvested performance-based awards outstanding

as of December 31, 2018 — 8 —_ — % — 29,592 % 121.75
Awards granted 9393 § 165.87 — % — — 5 —
Awards modified — % — -— % — (29,592) % 121.75

Unvested performance-based awards outstanding

as of December 31, 2019 9,393 3 165.87 - % — — % —

During the year ended December 31, 2019, the Company issued 9,393 shares of performance-based equity-classified resiricted stock, in connection
with an acquisition of a business. Vesting of these awards are subject to attainment of specified performance targets in the 12 months after the acquisition
date. See Note 2 “Acquisitions” for additional information regarding business acquisitions. As of December 31, 2019, $1,002 of total remaining unrecognized
stock-based compensation cost related to performance-based equity-classified restricted stock is expected to be recognized over the weighted-average
remaining requisite service period of 3.7 years.
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Performance-based equity-classified RSUs were granted during the year ended December 31, 2018 in connection with the acquisition of Continuum
and have a variable vesting period, subject to satisfaction of the applicable performance conditions with each vesting portion having its own service inception
date. Compensation is recognized over the vesting period and adjusted each period for the probability of achievement of the performance criteria for each
vesting portion separately. During the fourth quarter of 2018, the Company accelerated the recognition of $835 of expense due to vesting of performance-
based equity-classified RSUs in accordance with the terms of the award agreement. During the year ended December 31, 2019, the Company and holders of
the unvested performance-based equity-classified RSUs mutually agreed to cancel these awards and the Company issued service-based stack option and
equity-classified RSU awards with four-year vesting terms to those same recipients. As of December 31, 2019, there is no remaining unrecognized stock-
based compensation cost related to performance-based equity-classified RSUs.

As part of an acquisition completed during the year ended December 31, 2019, the Company recognized $348 stock-based compensation expense
related to stock awards that had not yet been formally issued as of December 31, 2019. These awards were considered to be granted for accounting purposes
as all key terms were communicated to the employees. On January 3, 2020, the Company formally issued 5,793 service-based RSUs and 24,836 performance-
based equity-classified RSUs to these employees.

The fair value of vested performance-based awards (measured at the vesting date) for the years ended December 31, 2019, 2018 and 2017 was as
follows:

For the Years Ended December 31,

2019 2018 2017
Equity-classified equity-settled
Restricted stock % —  § — & 452
Restricted stock units — 1,046 —
Liability-classified equity-settled
Restricted stock — — 8,633
Tatal fair value of vested performance-based awards $ — % 1,046 $ 9,085

13. EARNINGS PER SHARE

Basic earnings per share is computed by dividing net income available to common shareholders by the weighted-average number of shares of common
stock outstanding during the period. Far purposes of computing basic earnings per share, any nonvested shares of restricted stock that have been issued by the
Company and are contingently returmable to the Company are excluded from the weighted-average number of shares of common stock outstanding during the
period, Diluted earnings per share is computed by dividing net income available to common shareholders by the weighted-average number of shares of
common stock outstanding during the period increased to include the number of additional shares of common stock that would have been outstanding if the
potentially dilutive securities had been issued. Potentially dilutive securities include cutstanding stock options, unvested restricted stock and unvested equity-
settled RSUs. The dilutive effect of potentially dilutive securities is reflected in diluted earnings per share by application of the treasury stock method.
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The following table sets forth the computation of basic and diluted earnings per share of common stock as follows:

For the Years Ended December 31,

2019 2018 2017
Numerator for basic and diluted earnings per share:
Net income $ 261,057 § 240,256 % 72,760
Numerator for basic and diluted earnings per share $ 261,057 § 240,256 % 72,760
Denominator:
Weighted average common shares for basic earnings per share 54,719,414 53,622,989 52,077,011
Net effect of dilutive stock options, restricted stock units and restricted stock awards 2,948,375 3,049,687 2,907,162
Weighted average common shares for diluted earnings per share 57,667,789 56,672,676 54,984,173
Net Income per share:
Basic $ 477 § 448 3 1.40
Diluted $ 453 § 424 % 1.32

The number of shares underlying equity-based awards that were excluded from the calculation of diluted earnings per share as their effect would be
anti-dilutive was 120,021, 138,639 and 883,350 for the years ended December 31, 2019, 2018 and 2017, respectively.

14. COMMITMENTS AND CONTINGENCIES

Indemnification Obligations — In the normal course of business, the Company is a party to a variety of agreements under which it may be obligated
10 indemnify the other party for certain matters. These obligations typically arise in contracts with customers where the Company custemarily agrees to hold
the other party harmless against losses arising from a breach of representations or covenants for certain matters, infringement of third party intellectnal
property rights, data privacy violations, and certain torticus conduct in the course of providing services, The duration of these indemnifications varies, and in
certain cases, is indefinite.

The Company is unabie to reasonably estimate the maximum potential amount of future payments under these or similar agreements due to the unique
facts and circumstances of each agreement and the fact that certain indemnifications provide for no limitation to the maximum potential future payments
under the indemnification. Management is not aware of any such matters that would have a material effect on the consolidated financial statements of the
Company.

Litigation — From time to time, the Company is involved in litigation, claims or other contingencies arising in the ordinary course of business. The
Company accrues a liability when a loss is considered probable and the amount can be reasonably estimated. When a material less contingency is reasonably
possible but not probable, the Company does not record a liability, but instead discloses the nawre and the amount of the claim, and an estimate of the loss or
range of loss, if such an estimate can be made. Legal fees are expensed as incurred. In the opinion of management, the outcome of any existing claims and
legal or regulatory proceedings, if decided adversely, is not expected to have a material effect on the Company’s business, financial condition, results of
operations or cash flows.

Building Acquisition Commitment —During the year ended December 31, 2019, the Company entered into agreements to purchase office space in
Ukraine intended to support the global delivery centers in that country. The agreement is subject to completion of construction and other ordinary closing
conditions and requires the Company to pay approximately $48,900 in cash including VAT to the sellers, $12,000 of which has been paid as of December 31,
2019 and is classified as Other noncurrent assets in the conselidated balance sheets.
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15. SEGMENT INFORMATION

The Company determines its business segments and reports segment information in accordance with how the Company’s chief operating decisicn
maker (“CODM?”) organizes the segments to evaluate performance, allocate resources and make business decisions. Segment results are based on the
segment’s revenues and operating profit, where segment operating profit is defined as income from operations before unallocated costs. Expenses included in
segment operating profit consist principally of direct selling and delivery costs as well as an allocation of certain shared services expenses. Certain corporate
expenses are not allocated to specific segments as these expenses are not controllable at the segment level. Such expenses include certain types of
professional fees, non-corporate taxes, compensation te non-employee directors and certain other general and administrative expenses, including
compensation of specific groups of non-production employees. In addition, the Company does not allocate stock-based compensation expenses, amoitization
of purchased intangible assets, other acquisition-related expenses and other unallocated costs. These unallocated amounts are combined with total segment
aperating profit to arrive at consolidated income from operations as reported below in the reconciliation of segment operating profit to consolidated income
before provision for income taxes. Additionally, management has determined that it is not practical to allocate identifiable assets by segment since such assets
are used interchangeably among the segments.

The Company manages its business primarily based on the managerial responsibility for its client base and market. As managerial responsibility for a
particular customer relationship generally correlates with the customer’s geographic location, there is a high degree of similarity between customer locations
and the geographic boundaries of the Company's reportable segments. In some cases, managerial responsibility for a particular customer is assigned to a
management team in another region and is usually based on the strength of the relationship between customer executives and particular members of EPAM's
senior management team. In such cases, the customer’s activity would be reported through the management team’s reportable segment.

During the fourth quarter of 2019, the Company changed its management reporting of segment revenue to exclude other income. Prior year amounts
presented below have been changed to conform to the new presentation.

Revenues from external customers and operating profit, before unallocated expenses, by reportable segments were as follows:

For the years ended December 31,

2019 2018 2017
Segment revenues:
North America $ 1,380,944 % 1,076,979 % 796,040
Europe 820,717 692,785 591,450
Russia 92,137 73,148 652,958
Total revenues $ 2293798 $ 1,842912 § 1,450,448
Segment cperating profit:
North America $ 293,757 % 221,846 % 169,340
Europe 114,863 115,876 92,080
Russia 17,347 11,377 13,906
Total segment operating profit $ 425,967 $ 349,099 § 275,326

Intersegment transactions were excluded from the above on the basis that they are neither included in the measure of a segment’s profit and loss results,
nor considered by the CODM during the review of segment results.

There were no cusiomers individually exceeding 10% of our total segment revenues for the years ended December 31, 2019, 2018 and 2017.
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Reconciliation of segment operating profit to consolidated income before provision for income taxes is presented below:

For the Years Ended December 31,

2019 2018 2017
Total segment operating profit: $ 425,967 §$ 349,099 3 275,326
Unallocated costs:
Stock-based compensation expense (72,036) (59,188) (52,407}
Amortization of purchased intangibles {9,914) (8,101} {7,562)
Qther acquisition-related expenses (3,774) {916} (1,500)
Other unallocated costs
(37,393) (35,130) An,911)
Income from operations 302,850 245,764 172,946
Interest and other income, net 8,725 3,572 4,601
Foreign exchange (loss)/gain (12,049) 487 (3.242)
Inceme before provision for income taxes $ 299,526 § 249,773 § 174,305

During the year ended December 31, 2018, the Company began to allocate certain staff recruitment and development expenses into segment operating
profit as these expenses became part of the evaluation of segment management’s performance, These costs were not previously allocated to segments and
were included in other unallocated costs in the reconciliation of segment operating profit to consolidated income before provision for income taxes above.
The effect of this reclassification was not material to segment operating profit and had ne impact on total income from operations for the year end December
31, 2018.

Geographic Area Information

Long-lived assets include property and equipment, net of accurnulated depreciation and amortization, and management has determined that it is not
practical 1o allocate these assets by segment since such assets are used interchangeably among the segments. Physical locations and values of the Company’s
long-lived assets are presented below:

As of As of As of
December 31, December 31, December 31,

2019 2018 2017
Belarus $ 75984 3 50,085 % 49,866
Ukraine 24,652 8,433 6,995
Russia 17,980 9,902 9,617
United States 15,637 13,101 3,371
India 7,443 7,019 2,698
Hungary 5,201 3,168 3,90
Poland 5,029 2,637 2,893
China 3,036 2,051 2,608
Other 10,297 5,650 4,470
Total $ 165,259 % 102,646 § 86,419
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The table below presents the Company’s revenues by customer location for the years ended December 31, 2019, 2018 and 2017:

For the Years Ended December 31,

2019 2018 2017

United States $ 1321662 3% 1,029,327 $ 783,563
United Kingdom 290,039 200,918 188,995
Switzerland 152,710 144,398 123,281
Russia 89,941 71,181 61,222
Netherlands 88,488 70,274 51,556
(Germany 82,441 80,787 60,158
Canada 68,304 69,836 57,129
Other locations 200,213 176,191 124,544

Revenues $ 2,293,798 $ 1,842,912 § 1,450,448
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16. QUARTERLY FINANCIAL DATA (UNAUDITED)

Summuarized quarterly results for the years ended December 31, 2019 and 2018 were as follows:

Three Months Ended

2019 March 31 June 30 September 30 December 31 Full Year
Revenues $ 521,333 § 551,587 $ 588,103 § 632,775 § 2,293,798
Operating expenses:

Cost of revenues (exclusive of depreciation and

amortization) 344,689 355,915 377,525 410,069 1,488,198

Selling, general and administrative expenses 101,786 111,762 118,886 124,999 457,433

Depreciation and amortization expense 10,200 11,028 11,127 12,962 45,317
Income from operations 64,658 72,882 80,565 84,745 302,850
Interest and other income, net 3,076 1,190 2,509 1,950 8,725
Foreign exchange loss (3,484) (3,562) {3,105) (1,898) (12,049)
Income before provisicn for income taxes 64,250 70,510 79,969 84,797 299,526
Provisian far income taxes 3,496 11,733 12,967 10,273 38,469
Net income $ 60,754 $ 58,777 § 57,002 $ 74,524 %5 261,057
Comprehensive income $ 66,797 % 62934 % 54,725 % 86,741 % 271,197
Basic net income per share) $ 1.12 % 1.07 % 122§ 135 § 4.77
Diluted net income per sharet 5 1.06 3 .02 § 116 % 129 % 4,53

{1} Farnings per share amounts for each quarter inay nol necessanly tolal to the yearly earnings per share due to the weighting of shares outstanding on a quarterly and year o date basis.

Three Months Ended

2018 March 31 June 30 Septembrer 30 December 31 Full Year

Revenues $ 424,148 % 445,647  § 468,186 % 504931 % 1,842,912
Operating expenses:
Cost of revenues {exclusive of depreciation and

amortization} 277,634 289,175 301,081 319,031 1,186,921

Selling, general and administrative expenses 89,641 93,273 93,226 97,447 373,587

Depreciation and amertization expense 8,176 8,962 9,319 10,183 36,640
Income from operations 48,697 54,237 64,560 78,270 245,764
Interest and other income/(expense), net (551 1,052 1,941 1,080 3,522
Foreign exchange gain/(loss} (247) 1,830 {514} (582} 487
Income before provision for/(benefit from) income taxes 47,899 57,119 65,987 78,768 249,773
Provision for/(benefit from) income taxes (16,519) 6,864 369 18,803 9,517
Net income $ 64418 3% 50,255 % 65618 $ 59,965 §$ 240,256
Comprehensive income 5 67,796 % 32,345 § 63,426 § 52,798 § 216,365
Basic net income per share(V) $ 121 % 694 $ .22 § 111§ 4.48
Diluted net income per share(!? 5 1.15 % 089 5 1.15 % 1.05 % 4.24

{1}  Marnings per share amounts for each guaner may not necessarily tdl to the yearly earnings per share due to the weighting of shares outstanding on a quarterly and year to date hasis,

17. SUBSEQUENT EVENTS

On February 3, 2020, the Company acquired 100% of Deltix and its affiliates, a provider of software and services for quantitative research to the
financial sector. The Company paid approximately $10,620 in cash at closing and could pay up to $18,975 in earn-out consideration based on achievement of
certain revenue and earnings targets. In addition, the Company granted to Deltix employees 17,981 service-based RSUs and performance and service-based
equity-settled awards that could pay up to $13,915 based on achievement of certain revenue and eamnings targets.
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SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017
(In thousands)

Balance at
Beginning of Deductions/ Balance at End
Year Additions Write offs of Year
Year Ended December 31, 2019
Allowance for doubtful accounts for trade receivables and contract
assets $ 1,557 2,072 (419) $ 3,210
Valuation allowance on deferred tax assets $ 3,189 688 — % 3,877
Year Ended December 31, 2018
Allowance for doubtful accounts for trade receivables and contract
assets
$ 1,186 2,722 ,351) % 1,557
Valuation allowance on deferred tax assets % 924 2,265 — % 3,189
Year Ended December 31, 2017
Allowance for doubtful accounts for trade receivables and contract
assets
$ 2,014 998 (1,826) $ 1,186
Valuation ailowance on deferred tax assets $ — 24 — & 924
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EXHIBIT 4.4

Description of the Registrant’s Securities Registered Under Section 12 of the Securities Exchange Act of 1934

The following description is a summary of the material terms of the EPAM Systems, inc. (referred to as “we,” “us,” and “our”) Third Amended and Restated
Certificate of Incorporation (“Certificate”}, Amended and Restated Bylaws (“Bylaws”), and applicable provisions of law. The sammary is not complete and is
subject to, and is qualified in its entirety by, express reference to the provisions of our Certificate and Bylaws, each of which is filed as an exhibit to, or
incorporated by reference in, the Annnal Report on Form 10-K of which this Exhibit 4.4 is a part. Unless a different date is referenced eisewhere herein, this
summary is effective as of the end of the pericd covered by the Annual Report on Form 10-K with which this exhibit is filed or incorporated by reference.

General

Our authorized capital stock consists of 160,000,000 shares of commeon stock, par value $.001 per share, and 40,000,000 shares of preferred stock. par vaine
$.001 per share. Uur common stock 1s registered under Section 12 of the Securities Exchange Act of 1934.

Common Steck

The number of shares of common stock outstanding, the date that such number of shares were outstanding, and the stock exchange where our common stock
is traded are set forth on the cover page of the Annual Report on Form 10-K of which this Exhibit 4.4 is a part. The number of stockholders of record is set
forth in “Part 11,, Item 5, Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities” of the Annual
Report on Form 10-K of which this Exhibit 4.4 [s a part.

The holders of common stock are entitled to one vote per share on all matters which stockholders generaily are eatitled to vote, except on matters relating
salely to terms of preferred stock. Subject to preferences that may be applicable to any outstanding preferred stock, the holders of common stock are entitled
to receive ratably such dividends, if any, as may be declared from time to time by the board of directors out of funds legally available therefor.

In the event of owr liquidation, dissolution or winding up, the holders of commen stock are entided to shave ratably in all assets remaining aftey payment of
liabilities, subject to prior distribution rights of preferred stock, if any, then outstanding,

The common stock has no preemptive or conversion rights or other subscription rights. There are no redemption or sinking fund provisions applicable to the
common stock. All outstanding shares of common stock are fully paid and non-assessable.

Transfer Agent and Registrar

The name and address of our transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC, 6201 15* Avenue,
Brooklyn, NY 112185,

Preferred Stack

QOur board of directors has the authority to issue preferred stock in one or more series and o fix the rights, preferences, privileges and restrictions thereof,
including dividend rights, dividend rates, conversion rights, voting rights, terms of redemption, redemption prices, liquidation preferences and the number of
shares constituting any series or the designation of such series, without further vote or action by the stockholders.

The issuance of preferred stock may have the effect of delaying, deferring or preventing a change in control without further action by the stockholders and
may adversely affect the voting and other rights of the holders of common stock. As of the date of Annual Report on Form 10-K of which this Exhibit 4.4 is a
part, no shares of preferred stock are cutstanding,

Election and Remaoval of Directors

Our board of directors consists of not less than 3 directors, excluding any directors elected by holders of preferred stock pursuant to the resalution ar
resolutions adopted by the board pursuant to the issuance of preferred stock, if any. The exact number of directors will be fixed from timme to time by
resolution of the board. Qur board of directors will be divided into three classes. The directors in each class will serve for a three-year term, one class being
elected each year by our stockholders. This system of electing and removing directors may discourage a third party from making a tender offer or otherwise
attempting to obtain cantrol of us because it generally makes it more difficult for stockholders to replace a majority of our directors. Our Certificate and
Bylaws do not provide for cuomulative voting in the election of directors.



Limits on Written Consents

Any action required or permitted to be taken by the stockhelders must be taken at a duly called annual or special meeting of stockholders and may not be
taken by any consent in writing in lieu of a meeting of such stockholders.

Stockholder Meetings

Special meetings of the stockholders may be called at any time only by the board of directors acting pursuant to a resolution adopted by a majority of the
whole board, subject to the rights of the holders of any series of preferred stock.

Amendments to Our Governing Documents

Generally, the amendment of our Certificate requires approval by cur beard of directors and a majority vote of stockholders. However, certain material
amendments (including amendments with respect to provisions governing board composition, actions by written consent, and special meetings) require the
approval of at least 66 %/3% of the votes entitled to be cast by the outstanding capital stock in the efections of our board of directors. Any amendment to our
amended and restated bylaws requires the approval of either a majority of our board of directors or approval of at least 66 2/3% of the votes entitled to be cast
by the holders of our outstanding capital stock in elections of our board of directors.

Requirements for Advance Notification of Steckholder Nominations and Proposals
Our Bylaws establish advance notice procedures with respect to stockholder proposals and nomination of candidates for election as directors.
Limitation of Liability of Directors and Officers

Our Certificate provides that no director will be personally liable to us or our stockholders for monetary damages for breach of fiduciary duty as a director,
except as required by applicable Delaware law.

As a result, neither we nor our stockholiders have the right, through stockholders’ derivative suits on our behalf, to recover monetary damages against a
director for breach of fiduciary duty as a director, including breaches resulting from grossly negligent behavior, except as permitted by applicable Delaware
law.

Our Certificate provides that, to the fullest extent permitted by Delaware law, we will indemnify any officer or director of our company against all damages,
claims and liabilities arising out of the fact that the person is or was our director or officer, or served any other enterprise at our request as a director or officer.
Amending this provision will not reduce our indemnification obligations relating to actions taken before an amendment.

Anti-takeover Effects of Some Provisions

Some provisions of our Certificate and Bylaws could make the following more difficult:

*  acquisition of control of us by means of a proxy contest or otherwise, or

+ removal of our incumbent officers and directors.
These provisions, as well as our ability to issue preferred stock, are designed to discourage coercive takeover practices and inadequate takeover bids. These
provisions are also designed to encourage persons seeking to acquire control of us to first negotiate with our board of directars. We believe that the benefits of
increased protection give us the potential ability to negotiate with the proponent of an unfriendly or unsolicited proposal to acquire or restructure us, and that
the benefits of this increased protection cutweigh the disadvantages of discouraging those proposals, because negotiation of those proposals could result in an
improvement of their terms.

Delaware Business Combination Statuie

We are subject to Section 203 of the Delaware General Corporation Law (“DGCL™), which regulates corporate acquisitions. Section 203 generally prevents
an “interested stockholder,” which is defined generally as a person owning 15% or more of a corporation’s voting stock, or any affiliate or associate of that
person, from engaging in a broad range of “business combinatiens” with the corporation for three years after becoming an interested stockholder. Generally, a
business combination includes a merger, asset or stock sale, or other transaction resulting in a financial benefit to the interested stockholder. Unless another
exception applies, an interested stockholder may engage in a business combination under the following conditions:

- the board of directors of the corporation had previously approved either the business combination or the transaction that resulted in the stockhelder’s
becoming an interested stockholder;



»  upon completion of the transaction that resulted in the stockholder’s becoming an interested stockholder, that person owned at least 85% of the
voting stock of the corporation outstanding at the time the transaction commenced, other than statutorily excluded shares of comman stock; or

+ following the transaction in which that person became an interested stockholder, the business combination is approved by the board of directors of
the corporation and holders of at least two-thirds of the outstanding voting stock not owned by the interested stockholder.
Under Seciion 203, the restrictions described above also do not apply to specific business combinations proposed by an interested siockholder following the
anhouncement or notification of designated extraordinary transactions involving the corporation and a person who had not been an interested stockholder
during the previous three years or who became an interested steckholder with the approval of a majority of the corporation’s directors, if such extraordinary
transaction is approved or not opposed by a majority of the directors who were directors prior to any person becoming an interested stockholder during the
previous three years or were recommended for election or elected to succeed such directors by a majority of such directors.

Section 203 may make it more difficult for a person who would be an interested stockholder to effect various business combinations with a corporation for a
three-year period. Section 203 also may have the effect of preventing changes in our management and could make it more difficuit to accomplish transactions,
which our stockholders may otherwise deem to be in their best interests,

Forum Selection Clause

Under our Certificate, the Court of Chancery of the State of Delaware is exclusive forum for any derivative action or proceeding brought on our behalf; any
action asserting that any director, officer or other employee breached his or her fiduciary duty awed to us or our stockholders; any action asserting a claim
arising pursuant to any provision of the DGCL; or any action asserting a claim governed by Delaware’s internal affairs doctrine.

Unless and until the Board resolves otherwise or as atherwise agreed between the Company and the Board, each member of the Board of Directors (the
“Board”) of EPAM Systems, Inc. (the “Company”) that is not an employee of the Company or any of its subsidiaries (each, a “Non-Employee Director”)
shall be entitled to receive the compensation set forth below during the term of his or her service on the Board. Capitalized terms used but not defined in this
policy shall have the meanings set forth in the Company’s 2012 Non-Employee Directors Compensation Plan {as amended from time to time, the “Plan™) or
in the Company’s 2017 Non-Employee Directors Deferral Plan (the “Deferral Plan”), as the case may be.

Annual Cash Retainers

Frequency and Pro-Ration of Payments: Each of the retainer payments described below shall be payable in cash in arrears in equal quarterty
installments on March 31, June 30, September 30 and December 31 {or, if any such date is not a business day, the business day immediately preceding such
date) (each such payment date, a “Quarterly Payment Date”) in respect of the calendar quarter that includes such Quarterly Payment Date, or, at the Non-
Employee Director’s election given by written notice to the Company no later than March 15 of any calendar year, in one cash payment in arrears on
Dercember 31 (or if such date is not a business day, the business day linmediately preceding such date) (such payment date, an “Annual Payment Date”) in
respect of the calendar year that includes such Annual Payment Date. Any Non-Employee Director who becomes eligible for any of the following retainer
payments on a date that is not the first day of a calendar quarter (or year) shall receive a pro-rated Retainer for his or her service in the applicable role on the
Board for such quarter (or year) based on the number of days of such service during such quarter (or year).

Service as Non-Employee Director: Each Non-Employee Director shall receive an annual retainer (a “Retainer”) in the amount of $535,000 payable in
cash in arrears.

Service as Lead Independent Directer: The Non-Employee Director who serves as Lead Independent Director of the Board shall receive an additional
annual retainer in the amount of $25,000 payable in cash in arrears.

Service as a Commitiee Member: Each Non-Employee Director who serves as a member (but not as a Chairperson) of one or more of the Audit,
Compensation or Nominating and Corporate Governance Commiitees (each, a “Committee”) of the Board shall receive an additional annual retainer in the
ampunt of $10,000, $7,500 and/or $6,000 for his or her service on each such Committee, respectively, payable in cash in arrears.

Service as Chairperson of a Committee of the Board: Any Non-Employee Director who serves as a Chairperson of one or more of the Committees
shall receive an additional annual retainer in the amount of $20,000, $15,000 and/or $10,000 for his



or her service as the Chairperson of one or more of the Audit, Compensation or Nominating and Corporate Governance Committees, respectively, payable in
cash in arrears. '

Additional Non-Employee Director Compensation

Any Non-Employee Director who attends more than ten (L0) meetings of the Board, or more than ten (10) meetings of the same Committee on which
such Non-Employee Director serves, in any calendar year shall receive an additional cash payment of $2,000 for each such additional meeting thereof that
such Non-Employee Director attends in person and $1,000 for each such additional meeting that such Nen-Employee Director attends telephonically.

Election to Receive Stock

A Non-Employee Director may elect ta receive all or a portion of his or her Retainer in shares of Commen Stock by executing and subimitting to the
Company’s Corporate Secretary (the “Secretary”) an election form, pursuant to a form provided by the Company, which indicates the percentage of such
Retainer that such director elects to receive in shares. A Non-Employee Director who wishes to revoke or amend a previously submitted election form may do
so by executing and submitting to the Secretary a subsequent election form, pursuant to a form provided by the Company. An election form, whether initial or
subsequent, shall be effective only with respect 1o Quarterly Payment Dates (or if applicable, the Annual Payment Date) that occur after the date on which the
Secretary receives such form.

As of each Quarterly Payment Date {or if 50 elected, the Annual Payment Date), a Non-Employee Director who has validly elected to receive all or a
portion of his or her Retainer in shares of Common Stock will receive a number of shares of Common Stock determined by dividing the amount of the
Retainer that otherwise would have been payable to such director in cash on such date by the closing price of a share of Common Stock on the day prior to
such Quarterly Payment Date {or if so elected, the Annual Payment Date); provided that any fractional share shall be paid in cash.

Equity Grants

Initial Restricted Stock Unit Grants to Pirectgrs; On the date that a Non-Employee Director commences service en the Board, such director shall
receive under the Plan an initial grant (the *Initial Grant”} of Restricted Stock Units. The number of Restricted Stock Units awarded in the Initial Grant shall
be determined by dividing $100,000 by the closing price of a share of Common Stock on the day prior to the grant date. Unless a Non-Employee Director
elects otherwise pursuant to the Deferral Plan, the Initial Grant will vest 25% on each of the first four anniversaries of the grant date.

Amual Restricted Stock Unit Grants to Directors; On the date of the Company’s annual public stockholder meeting, each Non-Employee Director who
at such meeting is elected to serve on the Beard or whose term is scheduled to continue at least through the date of the next such meeting shall receive under
the Plan an annual grant (each, an “Annual Grant”) of Restricted Stock Units. The number of Restricted Stock Units awarded in the Annual Grant shall be
determined by dividing $130,000 by the closing price of a share of Comman Stock on the day prior to the grant date. Any Non-Employee Director who
commences service on the Board on a date other than the date of the Company’s annual public stockholder meeting shall receive on such start date a pro-rated
Annual Grant, with the number of Restricted Stock Units awarded in such grant determined by dividing (i) the product of $130,000 and a fraction, the
numerator of which is 365 minus the number of days that have elapsed between the date of such meeting and such start date, and the denominator of which is
365, by (ii) the closing price of a share of Common Stock on the day prior to such start date. Unless a Non-Employee Director elects otherwise pursuant to the
Deferral Plan, each Annual Grant will vest 100% on the first anniversary of the grant date.



EXHIBIT 10.34

SECOND AMENDMENT TO CREDIT AGREEMENT

THIS SECOND AMENDMENT TO CREDIT AGREEMENT (the “Amendment”}, dated as of December 10, 2019, is made by and among
EPAM SYSTEMS, INC. (the “Bomrower”), the Guarantors party hereto, the Lenders party hereto, and PNC BANK, NATTONAL ASSOCIATION, as
Administrative Agent (hereinafier referred to in such capacity as the “Agent”}.

WITNESSETH:

WHEREAS, the Borrower and Guarantors are parties to that certain $300,000,000 Credit Agreement, dated as of May 24, 2017, by and among the
Borrower, the Guarantors, the Lenders party thereto and the Agent {as amended, restated or otherwise modified in accordance with its terms, the “Credit

Agreement™);

WHEREAS, the Borrower has requested certain amendments and modifications w the terms of the Credit Agreement, as more fully set forth herein;
and

WHEREAS, the Agent and Lenders party hereto are willing to so amend the Credit Agreement, on the terms and conditions hereinafter provided.

NOW, THEREFORE, the parties hereto, in consideration of their mutual covenants and agreements hereinafter set forth and intending to be legally
bound hereby, covenant and agree as fallows:

1. Definitions. Capitalized terms used herein unless otherwise defined herein shall have the meanings ascribed to them in the Credit
Agreement as amended by this Amendment. Amendments te Credit Agreement. Section 1.1 [Certain Definitions] of the Credit Agreement is hereby
amended by adding the following new definition thereto in the appropriate alphabetical order:

“LIBOR Termination Date has the meaning specified in Section 3.6 [Successor LIBOR Rate Index].”

2.2 The reference in clause (xiii} of Section 7.2.4 [Loans and Investments] of the Credit Agreement to “$20,000,000 outstanding at
any time” is hereby deleted and replaced with reference to “$100,000,000 oustanding at any time (prgvided that the amount of any single investment
pursuant to this clause (xiii) shall not exceed $25,000,000 outstanding at any time).”

2.3 A new Section 3.6 is hereby added to the Credit Agreement to read as follows:
“3.6 Successor LIBOR Rate Index.

(i} 1t the Administrative Agent determines (which determination shall be final and conclusive, absent manifest error) that
either (a) (i) the circumstances set forth in Section 3.4 [Rates Unascertainable, Ete.] have arisen and are unlikely to be temporary, or (i) the circumstances set
forth in Section 3.4 [Rates Unascertainable, Etc.] have not arisen but the applicable supervisor or administrator {(if any) of the LIBOR Rate or an Official
Body having jurisdiction over the Administrative Agent has made a public statement identifying the specific date after which the LIBOR Rate shall no longer
be used for determining interest rates for loans (either such date, a “LIBOR Termination Date”), or (b) a rate other than the LIBOR Rate has became a
widely recognized benchmark rate for newly originated leans in Dollars in the U.S. market, then the Administrative Agent may (in consultation with the
Borrower) choose a replacement index for the LIBOR Rate and make adjustments to applicable margins and related amendments to this Agreement as
referred to below such that, to the extent practicable, the all-in interest rate based on the replacement index will be substantially equivalent to the all-in
LIBOR Rate-based interest rate in effect prior to its replacement.

(i) The Administrative Agent and the Loan Parties shail enter into an amendment to this Agreement to reflect the
replacement index, the adjusted margins and such other related amendments as may be appropriate, in the discretion of the Administrative Agent, for the
implementation and administration of the replacement index-based rate. Notwithstanding anything to the contrary in this Agreement or the other Loan
Documents (including, without limitation, Section 10.1 [Medifications, Amendments or Waivers]), such amendment shall become effective without any
further action or consent of any other party to this Agreement at 5:00 p.m. on the tenth (10') Business Day after the date a draft of the amendment is provided
to the Lenders, unless the Administrative Agent receives, on or before such tenth (10%) Business Day, a written notice from the Required Lenders stating that
such Lenders object to such amendment.

(iii} Selection of the replacement index, adjustments to the applicable margins, and amendments to this Agreement {a) will
be determined with due consideration to the then-current market practices for determining and



implementing a rate of interest for newly originated loans in the United States and loans converted from a LIBOR Rate-based rate to a replacement index-
based rate, and {b) may also reflect adjustments to account for (i) the effects of the transition from the LIBOR Rate to the replacement index and (ii) yield- or
risk-based differences between the LIBOR Rate and the replacement index.

(iv) Until an amendment reflecting a new replacement index in accordance with this Section 3.6 is effective, each advance,
conversion and renewal of a [,oan under the LIBOR Rate Option will continue to bear interest with reference to the LIBOR Rate; provided however, that if
the Administrative Agent determines {(which determination shall be final and conclusive, absent manifest exror) that a LIBOR Termination Date has occurred,
then following the LIBOR Termination Date, all Loans as to which the LIBOR Rate Option would otherwise apply shall automaticalty be converted to the
Base Rate Option until such time as an amendment reflecting a replacement index and related matters as described above is implemented.

{v) Notwithstanding anything to the contrary contained herein, if at any time the replacement index is less than zero, at
such times, such index shall be deemed o be zero for purposes of this Agreement.”

3. Conditions of Effectiveness. The effectiveness of the amendments to the Credit Agreement set forth in Section 2 of this Amendment are
expressly conditioned upon satisfaction of the following conditions precedent:

(a) Agent shall have received (i) a counterpart of this Amendment, executed and delivered by a duly autherized officer of each
Loan Party and (ii} signature pages (o this Amendment, executed and delivered by Lenders constituting the Required Lenders; and

(b) Both before and afier giving effect to this Amendment, the representations and warranties of the Borrower and the other Loan
Parties contained in Section 5 of the Credit Agreement and in each of the other Loan Documents shall be true and accurate in all material respects (except
that those representations and warranties already referencing materiality shall be true and accurate) as of the date hereof with the same effect as though such
representations and warranties had been made on and as of such date {except representations and warranties which relate solely to an earlier date or time,
which representations and warranties shall be true and correct on and as of the specific dates or times referred to therein), and the Loan Parties shall have
performed and complied with all covenants and conditions hereof, and no Evemt of Default or Potential Default under the Credit Agreement and the other
Loan Documents shall have occurred and be continuing or shall exist.

4. Miscellanegus.

(a) Force and Effect; Reaffirmation. Any reference to the Credit Agreement in any Loan Document or any other document,
instrument, or agreement shall hereafter mean and include the Credit Agreement as amended hereby, and this Amendment shall be considered a Loan
Document. The Credit Agreement (as amended hereby) and each of the other Loan Documents are hereby ratified and confinmed and are in full force and
effect, and the Borrower and Guarantors hereby reaffirm all of their obligations under the Credit Agreement (as amended hereby} and other Loan Documents
to which they are party.

(b} Counterparts. This Amendment may be sighed in any number of counterpart copies and by the parties to this Amendment on
separate counterparts, but all such copies shall constitute one and the same instrument. Delivery of an executed counterpart of a signature page to this
Amendment by facsimile transmission shall be effective as delivery of a manually executed counterpart. Upon written request by the other party (which may
be made by electronic mail), any party so executing this Amendment by facsimile transmission shall promptly deliver a manuvally executed counterpart,
provided that any failure to do so shall not affect the validity of the counterpart executed by facsimile transmission.

(c) Governing Law. This Amendment shall, pursuant to New York General Obligations Law Section 5-14¢1, for all purposes be
governed by and construed and enforced in accordance with the laws of the State of New York.

(d) Counterparts. This Amendment may be signed in any number of counterparts each of which shall be deemed an original, but all
of which together shall constitute one and the same instrumnent.

(e) Payment of Fees and Expenses. The Loan Parties unconditionally agree to pay and reimburse the Agent and save the Agent
harmless against liabitity for the payment of all costs and expenses of the Agent including, without limitation, the reasonable fees and expenses of counsel
incurred by the Agent in connection with the development, preparation, execution, administration, interpretation or performance of this Amendment, and all
other documents or instruments to be delivered in connection herewith,

fSignatures begin on following page]



IN WITNESS WHEREOF, and intending to be legally bound hereby, the parties hereto have execuied this Amendment as of the date first above
written.
BORROWER:
EPAM SYSTEMS, INC.
By:

Name:
Tidle:




GUARANTORS:

VESTED DEVELCPMENT, INC.

By:
Name:
Title:

EPAM SYSTEMS, LI.C

By:
Name:
Title:

NAVIGATION ARTS, LLC

By:
Name:
Title:

NAVIGATIONARTS, INC.

By:
Name:
Title:

ALLIANCE GLOBAL SERVICES, LI.C

By:
Name;
Title:

ALLIANCE GLOBAL SERVICES, INC.

By:
MName:
Title;

ALLIANCE CONSULTING GLOBAL HOLDINGS, INC.

By:
Name:
Title:




EXHIBIT 21.1

SUBSIDIARIES OF THE REGISTRANT

Entity

Danika Limited

EPAM Information Corporate Systems FPUE

EPAM Soclutions Ltd.

EPAM Soclutions LLC

EPAM Systems ApS

EPAM Systems Canada, Ltd.

EPAM Systems (Cyprus) Limited

EPAM Systems GmbH

EPAM Systems (Switzerland) GmbH

EPAM Systems Kft

EPAM Systems, LLC

EPAM Systems Lid.

EPAM Systems Nordic AB

EPAM Systems Ltd.

EPAM Systems LLC

EPAM Systems FLLC

EPAM Systems (Poland) sp. z 0.0.

EPAM Systems PTE Ltd.

EPAM Systems SARI,

EPAM Systems SRL

LLP EPAM Kazakhstan

Vested Development, Inc.

EPAM Systems (Hong Kong) Limited

EPAM Systems Netherlands B.V.
EPAM Systems Netherlands B.V,
EPAM Systems Belgium

EPAM Systems (Australia) Pty. Ltd.

EPAM Systems Bulgaria EOOD

EPAM Sistemos, UAR

EPAM Systems (Czech Republic) s.r.o.

EPAM Systems International SRL

EPAM Systems (Asia) Limited

EPAM Systems (Shenzhen) Co. Lid.

18 Corp

EPAM Systems LLC

EPAM Systems (Ireland) Limited

Great Fridays Limited

Great Fridays Inc.

EPAM Systems (Malaysia) S.D.N.B.H.D.

EPAM Systems Mexico SrL

EPAM Systems Austria GmbH

Navigationarts, Inc.

Navigation Arts, LLC

EPAM Systems Spain SL

Alliance Consulting Globat Holdings, Inc.

State or Country of Incorporation
Cyprus

Belarus

Russia

Ukraine

Denmark

Canada

Cyprus

Germany
Switzerland

Hungary

New Jersey LLC USA
UK.

Sweden

Russia

Ukraine

Belarus

Poland

Singapore
Luxembourg
Moldova

Kazakhstan
Delaware Corp. USA
Heng Kong
Netherlands

ITALY - branch of Netherlands
Belgium - branch of Netherlands
Australia

Bulgaria

Lithuania

Czech Republic
Romania

Hong Kong

China

British Virgin Islands
Armenia

Ireland

UK

Delaware Corp, USA
Malaysia

Mexico

Austria

Delaware Corp. USA
Delaware LLC USA
Spain

Delaware Corp. USA



Alliance Global Services, Inc.
Alliance Global Services, LLC
EPAM Systems India Private Limited
EPAM Systems (Suzhou) Co., Ltd.
Shanghai EPAM Systems Co., Ltd.
Guangzhou EPAM Systems Ltd.
EPAM Systems Philippines
EPAM Systems FZ-LLC

EPAM Systems FZ-LLC
EPAM Consulting BV
Continuum Innovation LLC
Contineum LLC
Continuum 5rL
Design Continuum
EPAM Systems Japan G.K.
Think Limited
test IO, Inc
test IO GmbH
EPAM Systems FE LLC
Competentum-USA Ltd.
Shareknowledge Inc.
Codeweb, LLC
EPAM Systems France
Naya P.A 1. Technologies Ltd.
Naya P.A L Technologies Inc.
EPAM Systems (Vietnam) Company Limited

Delaware Corp. USA
Delaware LLC USA
India

China

China

China

Philippines

UAE

UAE - non-free zone branch office
Netherlands
Delaware LLC USA
Massachusetts LLC USA
[taly

China

Japan

UK.

Delaware Corp. USA
Germany

Uzbekistan
Delaware Corp. USA
Delaware Corp. USA
Russia

France

Israel

Delaware Cormp. USA
Vietnam




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We cansent to the incorporation by reference in Registration Statement Nos. 333-179409 and 333 205421 on Form 5-8 of our reports dated February 28,
2020, relating to the financial statements of EPAM Systemns, Inc. and subsidiaries and the effectiveness of EPAM Systems, Inc. and subsidiaries’ internal
control over financial reporting appearing in this Annual Report on Form 10-K for the year ended December 31, 2015,

/s/ DELOITTE & TOUCHE LLP

Philadelphia, PA
February 28, 2020



EXHIBIT 31.1

CERTIFICATION

I, Arkadiy Dobkin, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of EPAM Systems, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make

the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by

this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects

the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controts and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e}) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and

15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrany, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the peried in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disctosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this repont based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s intexrnal contrel over financial reporting; and

The registrant’s other cerntifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,

to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: February 28, 2020

/s/ Arkadiy Dobkin

Arkadiy Dobkin

Chief Executive Officer and President (principal
executive officer)




EXHIBIT 31.2

CERTIFICATION
1, Jason Peterson, certify that:

1. I have reviewed this annual report on Form 10-K of EPAM Systems, Inc.;

2. Based on my knowledge, this repart does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by
this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and 1 are responsibie for establishing and maintaining disclosure controls and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting {(as defined in Exchange Act Rules 13a-15(f} and

15d-15(1)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internat control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliahility of financial reporting and the preparation of financial statements for
external purposes in accerdance with generally accepted accounting principles;

¢.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves manageinent or other employees who have a significant role in the registrant’s internal
contre] over financial reporting.

Date: February 28, 2020

/s/ Jason Peterson

Jason Peterson

Senior Vice President, Chief Financial
Officer and Treasurer
(principal financial officer)



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of EPAM Systems, Inc, for the year ended December 31, 2019 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), the undersigned, in the capacities and on the date indicated below, hereby certifies, pursuant te 18
U.5,C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of EPAM Systems,

Inc.

Date: February 28, 2020

/s/ Arkadiy Dobkin

Arkadiy Dobkin

Chairman, Chief Executive Qfficer
and President
(principal executive officer)



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
. AS ADOPTED PURSUANT TO
SECTION %06 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of EPAM Systems, Inc. for the year ended December 31, 2019 as filed with the Securities and
Exchange Commission on the date hereof {the “Report”), the undersigned, in the capacities and on the date indicated below, hereby certifies, pursuant to 18

U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of EPAM Systems,
Inc.

Date: February 28, 2020

/s/ Jason Peterson

Jason Peterson

Senior Vice President, Chief
Financial Officer and Treasurer
(principal financial officer)



