M T omp Smwn PreN 2015 ,nanvo0 16 :187 ji'7ma
AFIK&CO. ATTORNEYS AND NOTARY

[MVAIL [T DWW, NIYI Z'OX 7Y 'WIAW ITN WX [1'7'a0
03-609.5.609 opo 03-609.3.609 1970 ,6120101 19* -21ax n 20144 7.0 ,103 o'xamwnn

02"y |DIn
992 NNYNM MNIDY IWIN IV .IPIND) NI MV NINRD /MY PIOX
Afik & Co. wishes a happy Jewish new year. A year of health, happiness and success. | Bonne nouvelle année
Juive | Glickliches judisches neues Jahr | CyacTAMBbIN €BPENCKUIA HOBbIN rof,.

D'Y'PYNY N9 9% N'N1IS NINIXA NP T2 NIA'YN 7Y nxkn .1

SNIYI 7'9X Tiwnn 2'9X [NIT T'IY XN D'WTN DW'{PWN7 N1197 N19ND NININI NP' T2 YIX NI'WN XY 10K
An article by Doron Afik, Esq. of Afik & Co. on the Importance of Internal Due Diligence Before Approaching Investors.
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Reduction of the Israeli VAT burden from 18% to 17% as of October 1, 2015
D'0'NN NIV 7V [IX7n '1'7'2 7011 XYM AYywa NRIIN TDWRD Dpn DTV 4
.0nIwn onn minna o'wiTnl 02TV 7700 Crowe Horwath Israel %w nmix712n na'onn 7w nromin 410
Tax guide of the international division of Crowe Horwath Israel on updates and innovations of in various tax areas.
7V NN orEoy 0'7aan ,0rTaRn ATy .5
IV TA DY [I'TA TYIN KID D770 2D'OX 011D D'WAITA NIFINN Y22 NINd N'Ta .X
.onyya N9'oxN 0107 0'RWN Dnn 50% NwEA7 [NV T Ao ;N'7'7D N9'oX 011 winT? o'kwn ninnn 10% :X"n *0')
NN2aN 71N'91 [IT7 *78Y' VOSYN N7 NIDNO INXYWOY? X' 'R 78w Doy 71nm A
JIDNO NN 7RI N"AR NP9IN ;7RI 01031 1TYNA 7RIWRA NN 210'9 NIDNO IMXYWIT7 X' X7 070y 7101 :I'7vn
TRAYIE DMXIT N'DT ,"NOoN UVOSYUN DTY .6
NFTXIN Q1'X DYADAWI VIYND N9 DIINN 7102 QRnwa? nitan 7ya 7w aoxa nynao X
17w 07109 NI7NINNN NY21 X7W 720 21 IR N9 X' INP'NT L7IN] 9NNWNYT D07 019X NIMN 7p2%7 TR (Ivn
14 qryo '97 nixqn 17791 X7 Aapoynn 0DONA DX DIN X7 M1V "IX'S NP7 nWISa A

IRIYT TN D700 ;DTMIX'D NP7 WNI9N 0K DA [NI0'D IX'S D7YWY 2'0YN Nzoynn Dd0N1 NYIISA NNMK 1TYN X"'N NTy
D" AN 'PIN DR D2 7' 7N npoyn ndon

7YY MiIpan 7y VOYN N1 NITY? D19 Vpan INT? N XY A
.02 DI'X 72'PY NINN D2 1D FAINTEYY NIRRAN 72V 095Wn NA NITY7 0199 1Pan AT7 N1 X7 X' Tinn
Jvipn apTy 7
Yin "2u2 AW NIXYIrD NN X747 'on'd 1770 IXK 1DWAY 'RYN Vi 0'9NIvn nfya
JUXVID NN K7 'ON' 770 MNDWN ;DNINKRD YIN'Y YNt X7Y |'Uli7nd 10 Uin'y NIYYY D'RY 0'9NIYN D'V |1I'vn

D'N'YAN O"YIXPN 0'1I01S N7701 wik 5,000 > 7w 7077 oryiaw? nNx NX9ImM L|1M0NR1 T DY, NIYIE 7'9X TN 7w nXI9SNN nn'wn
NAIMDY7 7' NIY7 W' NI9IVXN IX NXIDNNN NN0NY7 . TWNN oIV DNA D'AINNA 01N NZOYN 17NN NN D1'IYNN D'UOYN O'RYIIL
X771 NIN7w2 2V 12721 DTR 727 0T [IDTY 11avn? N1 "NXIvNN Nntw? IR 191x/7'on XKaX" AIN2Y NINDAI newsletter@afiklaw.com
SNYYD NOV7NN 72NN DIV 20N NN NITAYAY NN 7Y 1TIYNYT NI9YT y'mMin X1 7211 '0own YIy* [IDTY MINKD 'R 1Y D
http://www.afiklaw.com :D™TI7 D'NION NANNY




D'Y'7WN? N9 1197 N1aN2 NN NININI N7'TA :xwml nxn .1

70N 77N NNANA N9 NINIXI NPT NIXD XYNA NIYILE 'OX TYWNN 2'o9X [NIT T'IY NINN XN
| | | I
J7YUn? n'1S 197 nlonn

An article by Doron Afik, Esq. of Afik & Co. as to the Importance of Internal Due Diligence Before
Approaching Investors.
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The article may be found in the following link:

http://www.afiklaw.com/files/articles/al 87.pdf
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Doron Afik is a notary public and an attorney and the managing partner of Afik & Co., Attorneys and
Notaries (www.afiklaw.com). He is admitted to practice law both in Israel and in New York and is

also a licensed Notary Public in Israel. Doron is an adjunct professor at Hebrew University Doron
teaches Mergers and Acquisitions as part of the EMBA program. Doron's practice focuses primarily
on international transactions, including mergers and acquisitions, dispute resolution and issues of
public law.
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An article by Nili Shohet of Spark Consulting as to nonrefundable grants for firms in the traditional
industry field given by the chief scientist for investments in research and development.
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Nili Shohat, CPA, attorney, MBA is a partner at Spark Consulting (www.spark-consulting.co.il).

Spark, with whom our office cooperates, specializes in submission of requests for grants from the

Chief Scientist, writing business plans and marketing plans custom made for the client and in escorting
entrepreneurs in raising capital.
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On September 10, 2015 the Value Added Tax Order (Rate of Tax on Transactions and on
Import of Goods) (Amendment), 2015, was officially published. In such order the Israeli
Minister of Finance set that the Israeli VAT shall be reduced from 18% to 17% as of October
1, 2015
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On September 6, 2015 the Israeli Tax Authority announced that the temporary order enabling
voluntary disclosure applications will be extended for an additional year. Under the provisions of the
voluntary disclosure procedure, a taxpayer may voluntarily declare the income (of any kind) which
such taxpayer failed to report in the past within the ongoing reports to the tax authority and once
complies with the conditions specified in the procedure will be allowed to pay the tax without any
criminal proceedings.
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A memorandum on the subject written by Doron Afik, Esq. and Yaniv Friedhof, Adv. of the Afik &
Co. law firm, in English and Hebrew, may be found in the following link:

http://www.afiklaw.com/files/articles/al 87a.pdf
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On the Importance of Internal Due Diligence Before Approaching Investors / Doron Afik, Esq.

Almost as in the oldest and most basic love story plots: company meets investor, Company
and investor sign a termsheet, investor commences due diligence review of the company
(review of the legal and accounting documents and other issues), investor informs the
Company that material issues were revealed in the DD process and "we need to talk ..."

One of the issues that starting companies encounter upon raising capital is the non-readiness
of the company for the investor. When contact is made with a potential investor and the
investor receives information from the company, the company's non-readiness can prevent an
investor from proceeding with the investment or reduce the planned transaction target price.
The company will usually not even know that the non-readiness is what caused the
consequences, because only seldom will the investor, who sees many transactions every
month, have the managerial time to give the company its comments (and if the investor
wishes to consider investing despite the issues raised, the investor has no interest to have the
company correct the issues as such corrections will raise the transaction price). At the stage in
which the investor raises the issues discovered the company may already be in a cashflow
distress and will be forced to agree to all the terms of the investor.

Many companies at their early-stage (but not only) are acting without on-going legal advice
or with legal advice of attorneys who do not specialize in mergers and acquisitions. What
reason would a company like that have for not getting prepared for an investment? No logical
reason for it, but many companies prefer to save on the costs of legal preparation for an
investments by attorneys specializing in mergers and acquisitions due to lack of
comprehension of the fact that a relatively small investment at the early stage (and usually a
company can reach an agreement with the lawyer that most of the payment will be postponed
until after the closing of an investment) may produce value to the company.

In light of the above, it is recommended for a company seeking investment to carry out an
internal review and a comprehensive overhaul of the legal framework in what is known in the
professional jargon as an "offering preparation." This procedure includes review of all legal
documents of the company and its other materials, all from a perspective of a prospective
investor. Among others, the mergers and acquisitions attorney will review the corporate
constitutive documents, labor agreements, all documents relating to intellectual property,
material agreements with suppliers and clients, obligations towards third parties and other
issues. It is recommended to integrate in such review also an examination of the company's
marketing documents by an expert in such matters. This attorney can of 'course comment on
documents that are lacking or missing and should be created or other issues that need
attending to. Such mergers and acquisitions attorney can also assist in the correcting of the
issues discovered.

It is important that not only will this review be carried out by an attorney with experience in
mergers and acquisitions, but also that if other professional are involved, they will all be
reporting to such attorney to ensure the existence of the attorney-client privilege. The
attorney will later be able to assist the company in negotiations with potential investors,
utilizing the knowledge collected in the internal review.

" Doron Afik is a notary public and an attorney and is the managing partner of Afik & Co., Attorneys and
Notaries (www.afiklaw.com). He is admitted to practice law both in Israel and in New York and is also a
licensed Notary Public in Israel. Doron is an adjunct professor at Hebrew University Doron teaches Mergers
and Acquisitions as part of the EMBA program. Doron's practice focuses primarily on international
transactions, including mergers and acquisitions, dispute resolution and issues of public law. For additional
details: +972-3-6093609 or at the e-mail: afiklaw@afiklaw.com.
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M E M O R A N D U M
To: Clients of Afik & Co., Attorneys and Notary

From: Yaniv Friedhof, Adv.
Doron Afik, Esq”
Date:  September 16, 2015

Re: Temporary Order with respect to Voluntary Disclosure Applications

A year ago, the Israeli Tax Authority issued a temporary order for a period of one year on the subject of
voluntary disclosure which was due to expire these days. On September 6, 2015, the Tax Authority
announced that the procedure will be valid for an additional year. According to the procedure a taxpayer
may voluntarily declare income (of any kind) which was not reported in the ongoing reports to the Tax
Authority, and to the extent that it complies with the conditions specified in the disclosure procedure,
will be allowed to pay the tax without being subject to criminal proceedings.

The procedure enables two main tracks - the first track is "anonymous track" under which a taxpayer
may in the initial phase submit the application without specifying the details of the taxpayer. After the
submission is reviewed by the Tax Authority and the anticipated tax liability is determined, the taxpayer
will be required to disclose the full details and the Tax Authority will issue a payment voucher. The
second track, is an "abbreviated track" to handle applications for voluntary disclosure, in which the total
capital included in the request does not exceed ILS 2 million and the resulting taxable income does not
exceed ILS 0.5 million. In such case, after review of an application, the taxpayer will receive a payment
voucher.

Upon payment of the voucher the taxpayer will be issued a notice and confirmation that no criminal
proceedings will be opened regarding the information provided.

Our firm will be happy to answer any questions on the subject.

* Advocate Yaniv Friedhof is an attorney at the law office of Afik & Co., Attorneys and Notary (www.afiklaw.com) whose main practice
areas are commercial law, corporate law and immigration. Doron Afik is the managing partner of Afik & Co., Attorneys and Notaries
(wwwe.afiklaw.com). He is admitted to practice law both in Israel and in New York and is also a licensed Notary Public in Israel. Doron is
an adjunct professor at Hebrew University Doron teaches Mergers and Acquisitions as part of the EMBA program. Doron's practice
focuses primarily on international transactions, including mergers and acquisitions, dispute resolution and issues of public law. Nothing
herein should be treated as a legal advice and all issues must be reviewed on a case-by-case basis. For additional details: +972-3-6093609

or at the e-mail: afiklaw@afiklaw.com.
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Nonrefundable Grants For Firms In The Traditional Industry Field
Given By The Chief Scientist
For Investments In Research and Development
This program is open until the 31/12/15

A grant will be given to companies in the traditional industry field whose sales turnover is less
than $ 70 million, most of their production is in Israel, and the extent of their R&D expenses for
the year pervious to filling the grant request is no more than 7% of the corporation’s total sales.

The amount of the grant - 50% of the R&D budget submitted (including personnel costs,
overheads, subcontractors, marketing, patents, materials and equipment).

Traditional companies need innovation and unique technological advantages in order to face the
increasing global competition. In order to avoid lack of progress and even regression in the fields
of traditional industry, the Chief Scientist provides incentives specifically geared to the needs of
this industry and are intended to implement technological innovation processes and create
competitive advantages in both the domestic and international markets.

Since 2005 and up to the end of 2013, 1,500 new R&D programs were approved by the Chief
Scientist’s traditional industry support tracks, and R&D grants for these projects totaled at 1.1
billion NIS.

Chief Scientist support of traditional industry in 2013:

= 80% success rate - 170 projects were submitted to the Chief Scientist, of which 136 projects
were approved.

= Average grant — 600,000 NIS. Total of grants amounted to 80.8 million NIS.

What is a traditional industry company?
A company that manufactures products of one of the following: plastics, rubber, metal, glass,
ceramic materials, building materials, textiles, wood, leather, paper, jewelry and food.
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What do companies receive as part of the traditional industry support?

Support for personnel costs, overheads, materials, subcontractors, equipment, patents and
marketing.

A budget for development templates, totaling no more than 500,000 NIS

A budget for knowledge acquirement, totaling no more than 250,000 NIS

A budget for the salaries of up to 3 employees at an employment rate of less than 10%.

A budget for courses and seminars for the professional staff, totaling no more than 25,000 NIS
A direct budget for the development of unique production machinery.

A budget for commercialization and marketing of the program’s products abroad, totaling at
no more than 10% of the program’s approved budget.

Recognition of hourly cost of expensive machinery, which are necessary to use for the purpose
of research.

Support track for companies first starting out in the traditional industry field:

What is considered a traditional industry company first starting out?
A company which meets all of the following conditions:

1)
2)

Revenues in the year pervious to filling the grant request were smaller than $70 million.

The scope of the company's R & D expenses in the year pervious to filling the grant request do
not exceed 7% of the total sales of the company, other than a company with the yearly sales
turnover of the year pervious to filling the grant request is less than 10 million NIS.

A company that produces most its products of the program in Israel will be entitled to the
following additional benefits:

>
>

>

A 50% support rate and additions to grants in national priority areas.

It is possible to approve a plan for developing processes and products intended for the
domestic market as well.

Exemption from payment of royalties.

For filing a request for a grant, please contact:

Nili Shohet, Partner

Spark Consultants
052-3477807
nili@spark-consulting.co.il
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