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-Inancial FIgniignNts

Matomy ended 2015 with a strong balance sheet. We grew revenues
and profits in identified strategic growth areas of mobile, video, and
domain monetization advertising whilst adjusted EBIDTA increased

27% to $25.7 million.

$271m
(+14%)

FY2014:
$237.4m

$13.5m

After self-funding a payment of
$20 million in connection with
the acquisition of Optimatic

FY2014:
$28.9m

(1) Adjusted EBITDA is a non-GAAP financial measure that Matomy defines as net income before taxes on income, financial expenses (income),
net, gain on remeasurement to fair value, equity losses of affiliated companies, net, other income, depreciation and amortisation and share-based

compensation expenses.

(2) Adjusted net income is a non_GAAP financial measure that Matomy defines as net income before share based compensation expenses and any

non-recurring items.

$25.7m
(+27 %)

FY2014:
$20.3m

$12.1m
(+40%)

FY2014:
$8.6m

Operational Highlignts

Matomy has continued to enhance its programmatic capabilities and
invest in new product innovation to support our proprietary technology,
particularly within our strategic growth activities of mobile and video
advertising.

60%

Revenues generated from
aggregate programmatic
advertising activity

FY2014:
49%

$78.2m

Mobile contributes
approximately 30% of
Group revenues

FY2014:
$39.1m

$72.3m
(+84%)

FY2014:
$39.7m

(1) Aggregate mobile traffic across all media channels.

(2) On a pro-forma basis, as if Matomy had acquired Team Interenet in January 2014.



\Vatomy
Overview

Global leader in programmatic, performance-based marketing

Matomy Is committed first and foremost to delivering
oN a single promise for our customers and media
oartners: resuits,

Our performance-based marketing solutions deliver
specific, verifiable results.

A world leading media company that delivers smart
technology solutions and a personalized approacn
to advertising, Matomy Is constantly evolving the

mix of media and methods used to achieve the
superior results for which we are known, We are
NOW recognized among the top tier of programmatic
mobile and video advertising providers enabling
marketers and publishers to achieve therr customer
acquisition and monetization goals with a high returm
on investment.
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OVERVIEW

Matomy operates at the intersection of the four
fastest-growing segments in advertising:  digital,
mobile, video and programmatic.  Digital advertising
continues to grow as a percentage of global ad
spending.

Four fast-growing advertising trends ($Billion)

$231.00 M 2015 | 2018
+44%
$160.30
$115.00
0 +252%
+230% $68.70
+223%
50.00
5 $34.60 $27.30
$15.50
. — O

Digital Advertising Mobile Advertising Video Advertising Programmatic
Advertising

eMarketer eMarketer Magna Global eMarketer UBS eMarketer

March 21, 2016 March 21, 2016 Sep 3, 2015 Sep 10 2014

INDUSTRY

OVERVIEW

Digital advertising spend in the U.S. is on track to surpass TV advertising
next year. This year, of $192.02 billion in ad spend in the U.S. in 2016,
$68.82 billion will be spent on digital with $70.60 billion spent on TV.
Contributing to this shift is an increase in marketers reallocating budget
traditionally assigned to TV to all forms of digital advertising, including
mobile, social and video.

eMarketer March 2016

J
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Matomy’s business model is centred on performance-based, measurable
marketing, which comprises 66% of the U.S. digital advertising market
according to the Interactive Advertising Bureau. Matomy offers customers
the ability to generate risk-free, measurable and validated results that are
pre-defined before campaigns begin.,

Awareness

CPM
Brand - CP? Consideration

“BRANDFORMANCE”
= 4
EEE Intent i
CPA X :
Performance { & Purchase MATOMY
CPI_ MEDIA GROUP
CPV
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Customers are also expanding their use of performance-based campaigns to include
typical brand objectives like instilling brand preference. In fact, brand advertisers

are increasingly using performance-like or “Brandformance” metrics to measure their
advertising engagement with consumers. More and more brand advertisers are
utilizing Matomy’s video and mobile advertising capabilities to reach and engage their
customers.

Because of Matomy’s ability to generate risk-free results, many of the budgets that
Matomy receives from customers are uncapped, allowing for additional revenue
growth as Matomy continues to meet its customer’s specific campaign targets.

INDUSTRY

(" OVERVIEW
Internet Ad revenue in the U.S. by pricing model (%)

70%

6% 66%

65%
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60% 59%
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IAB Internet Revenue Report, 2015 H1 Results
J
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\Viatomy Is evolving
the discipline of
performance-based
marketing

Matomy’'s roots are firmly planted in performance advertising, but as
the advertising industry has evolved, so has Matomy. By combining
comprehensive internal development efforts and several key
acquisitions, Matomy is now at the forefront of applying technology
to the challenges of performance-based marketing through the most
advanced media channels: mobile, video, domain monetization and
email marketing.

Adding to investments in mobile and video, Matomy developed

several key innovations that greatly improve effectiveness for two
traditional tools of performance advertising, email marketing and domain
monetization. Matomy is implementing programmatic capabilities
across all media channels. Matomy has also invested in utilizing data to
dramatically improve results across channels, and will continue to add
to capabilities in this area over the next two years.

12 | Matomy Media Group Ltd. Annual Report and Accounts 2015

OVERVIEW STRATEGIC CORPORATE FINANCIAL
REPORT GOVERNANCE STATEMENTS

Email. Email has always been a go-to tool for performance marketers, but it is becoming even
more effective as more consumers view email from their mobile devices. Email also becomes
a key to understanding connectivity between users and all of the different devices they may
use, whether mobile, desktop or tablet. This key becomes a “passport” that can be used for
finding audiences for display, mobile and video advertising across other channels. Matomy's
acquisition of Avenlo has accelerated the ability to monetize targetable audiences.

Domain Monetization. Matomy has seen domain monetization become a very effective media
channel for performance-based marketing. Matomy acquisition, Team Internet, has developed
market-leading programmatic technologies that match the optimum performance advertising
message with domain visitors.  Interacting with 150 million unique visitors per month with 35%
from mobile devices, Matomy’s Domain Monetization Business Unit and Team Internet offer
customers a highly effective channel for achieving their performance-based objectives.

INDUSTRY

‘Email advertising is seeing QL1
a resurgence with mobile
delivery increasing engagement
with email advertising spend
currently rising by 8.4%.

It will grow from $275 million in
2015 to $341 million in 2018.”

eMarketer 2015

J
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OVERVIEW

The acquisitions of MobFox and Optimatic propel Matomy's capabilities in the area of

1
\A l I ‘t | - ‘ ‘ I a a | I e ‘ programmatic advertising for mobile and video. Programmatic media buying generates massive

scale while cutting costs and driving increased efficiency across the entire advertising ecosystem

:) -~ \ : through automation. Matomy is now among the leading tier of providers of programmatic mobile
rO g a rq r a | C and video advertising.

Built for performance and scale, Matomy technology enables

INDUSTRY
programmatic media buying and management, audience targeting, OVERVIEW
data analysis and campaign monitoring and reporting across display,
mobile and video. Programmatic now accounts for more than 60% ”By 2017 progra mmatic

of Matomy revenue. Matomy places a major emphasis on effective . . o
media management and has accelerated these capabilities through ad\/erz‘/smg will Jump (o 72% of

the acquisitions of Mobfox and Optimatic, which offer advanced SSP total US dligital display advertising
capabilities in mobile and video. S,OGNO’, or $2 747 billion.”

eMarketer April 2016 5

Mobile

Performance

Mobile Advertising
Video Service

= =

MobFox Mobile
SSP Web

Consumers

Publishers
Advertisers

Optimatic

Exchange Banners
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Nntegrateo
performance
advertising solution

The Matomy Performance Platform is an integrated performance
advertising solution utilizing high-impact media channels to achieve
results. Customers partner through one point of contact to leverage
all Matomy capabilities.

|
Mobile Web Domain

Incentivized
. Monetization |
100B Ad Reqguest 3.3B 4878 Over 50B Monthly 528M Emails Sent SEQ/SEM/ASE, +8M Conversions
Per l\/Io'nth Impressions Impressions Impressions Per Month Text Links Solutions 150M Unique
Impressions Per Month Per Month Visitors Per Month

BIG DATA

Matomy offers programmatic performance-based advertising leading with mobile and video.
Matomy supports 8 high-impact media channels to engage with consumers. One point of contact
assures the best results across channels. Integrated campaign management and optimization.
The Matomy platform uses data and insights to optimize campaigns across channels.

16 | Matomy Media Group Ltd. Annual Report and Accounts 2015 Matomy Media Group Ltd. Annual Report and Accounts 2015 | 17



Performance
marketing for a
mobile-Tirst worlo

Smartphones are now the primary way that

many consumers engage with media and Mobile
the world around them. PRI

, Advertising
In North America 79% of consumers own Service

smartphones. Elsewhere, 72% of Western
Europeans and 45% of consumers in Asia-
Pacific own smartphones, with over 500
million smartphones used in China alone.

Matomy’'s multi-channel advertising
technology is built to engage consumers
across the media channels they use most.
As more consumers engage with media via mobile devices, Matomy is
ready with industry-leading mobile display and video capabilities. In fact
by 2017, Matomy expects 50% of it's advertising revenue will be from
mobile interactions.

('
Projected to grow from $50 billion in 2015

to $115 billion in 2018 mobile advertising
IS increasing as a percentage of digital
aavertising and is increasing even faster as

a percentage of total media.

INDUSTRY

eMarketer March 21, 2016 OVERVIEW

\—
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OVERVIEW

Video IS the most
engaging aavertising
format

Video, whether seen on mobile or desktop devices, delivers the most
engaging advertising experience.

Consumers are now watching more digital video than ever before —
increasingly on their mobile devices. In fact, as the fastest-growing
advertising category on mobile, video is estimated to reach $6.37 billion in
the U.S. alone by 2018,

Matomy manages video advertising on publisher networks as well as
supporting media buying on several of the most popular exchanges.
With the addition of Optimatic, Matomy offers expanded video advertising
opportunities including access to an advanced video advertising

platform supporting top publishers and video supply side platform (SSP)
capabilities. Advertisers and publishers turn to Matomy to generate
reach, scale and quality in video advertising. Matomy’s goal for 2016 is to
become recognized as a global leader in programmatic video advertising.

(‘
Video on desktop devices reached $11.24 billion

in worldwide spend in 2015 and is projected to
grow to $19.21 billion by 2018. Mobile video is
growing much faster with $4.25 billion worldwide
spend in 2015 growing to $15.29 billion by 2018
or more than 360%.

Magna Global eMarketer Sep 3, 2015 INDUSTRY

OVERVIEW

\—

° Matomy Media Group Ltd. Annual Report and Accounts 2015 | 19




NMatomy matches
advanced, forward-
lOOKINg technology
with the advertising
needs of today.

Matomy’s programmatic mobile and video advertising are now the
preferred choice when it comes to performance-based advertising, and
data from these campaigns are used to optimize faster, and with higher
ROI. The learning and insights resulting from these campaigns are then
used to make decisions across Matomy’s additional media channels.

Unlike many of Matomy’s competitors who concentrate on only one
media channel, Matomy is able to deliver more effective advertising for
customers by combining multiple channels of influence. By bringing
together advanced capabilities in digital, mobile, video, and programmatic
advertising, Matomy is well positioned to be the performance-based
marketing partner of choice.

20 | Matomy Media Group Ltd. Annual Report and Accounts 2015

Q feed more effective targeting for mo-
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Programmatic mobile and video advertising
becomes the first channel for performance

Data from all Matomy performance campaigns enables
learning and insights to optimize faster and with higher ROI

Mobile Performance Advertising u Video is integrated across
- with consultative selling approach all of Matomy’s performance
brings in new customers and introduces e offerings.

them to the full range of Matomy’s
performance marketing offerings

Mobile

Programmatic
and Data

Domain
Monetization

Domains support key insights
across regional markets and give
Matomy a competitive advantage
bile and video campaigns in new markets.

Email is now mostly opened from
mobile devices providing insights that

Matomy Media Group Ltd. Annual Report and Accounts 2015 | 21



Vatomy's success
S pbuilt on mutually
successiu

elationships
Detweer Icustc)mers
and media partners

Matomy is broadening its customer base to include many new
advertisers and media buyers. Matomy works with many leading
advertisers in over 100 countries and is constantly growing its base of
customers.
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Matomy offers advertisers one of the world's largest and most diversified
sources of digital media.
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Ntroauction to
frategic Report

OFER DRUKER
Chief Executive Officer

—ositioned for
Strong Growth

Since our founding in 2007, Matomy has been
committed first and foremost to delivering on

a single promise for our customers and media
partners: results. Matomy's performance-based
marketing solutions deliver specific, verifiable results
that enable marketers and publishers to achieve
their customer acquisition and monetization goals
with a high retumn on investment. We begin 2016
with focus and determination to become the
recognized global leader in digital performance-
based marketing.

The need for performance-based marketing is
becoming increasingly recognized by the market as
advertisers face increased accountability for their
spending along with a requirement to prove RO
Growing numbers of advertisers and media partners
are choosing to work with Matomy and our proven
solutions to enable them to achieve their specific
digital advertising targets.

While Matomy’s mission has never changed, we are
constantly improving the mix of media and methods
we use to achieve the superior results for which we
are known. Accordingly, this past year was one

of transition for Matomy, as the company focused
more intently on mobile and video advertising, which
are widely considered to be the strongest two
growth engines of the digital advertising industry.

26 | Matomy Media Group Ltd. Annual Report and Accounts 2015
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We began 2015 with strong momentum on the
mobile front, as we incorporated the MobFox
acquisition from late 2014. Matomy continued to
enhance mobile capabilities with MobFox, which

is now recognized as one of the top global mobile
supply side platforms (SSP). Matomy also advanced
our capabilities in video advertising and joined the
leading tier of video advertising providers with our
acquisition of the video advertising platform and
SSP, Optimatic, in late 2015,

Both MobFox and Optimatic help propel
Matomy’s capabilities in the area of programmatic
advertising, another fast growing front within the
digital advertising industry. Programmatic media
buying cuts costs and drives increased efficiency
across the entire advertising ecosystem through
automation. Matomy is now among the leading
tier of providers of programmatic mobile and video
advertising enabling us to improve efficiencies, lower
operating expenses and improve our capability to
generate scale.

Among other accomplishments, Matomy continued
to build its global presence by entering the markets
of China and South Korea in 2016. Matomy also
expanded its presence in North America by moving
several senior executives, including the office of
the CEO, to New York City. This past year was
also Matomy’s first full year as a publically traded
company on the London Stock Exchange.

Looking ahead, we start 2016 with a broad set
of complementary tools for mobile and video

CORPORATE FINANCIAL
GOVERNANCE STATEMENTS

advertising and publishing. Consumers are
increasingly connected through their mobile
devices, and video has become one of the most
effective formats to deliver messages and build
engagement. We strongly believe that we have the
right capabilities to support our growth and market
leadership.

Matomy will continue to make investments in mobile,
video, social, and programmatic activities while also
pursuing expansion into new customer categories
and continued enhancements to our proprietary
performance-based marketing platform. Naturally
we also plan to continue seeking value-enhancing
M&A opportunities.

Additionally, we will continue to strengthen our
internal operations in line with the needs of a public
company in a dynamic market. We will organize the
company to address our most compelling market
opportunities while we improve our service offering,
customer experience, efficiency and innovation in
support of our overall growth strategy.

We look forward to building on our successes and
continuing to leverage the benefits of our unique
performance-based marketing solutions and
diversified business model.

Strategic report signed on behalf of the Board

OFER DRUKER
Chief Executive Officer
30 April 2016
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Chalman’s
raement

RUPERT HOWELL
Non-Executive Chairman

| am pleased to have this
opportunity to introduce
Matomy's annual report atter the
company's first full year of trading
as a public company. 1he

past yvear saw Matomy invest
further In acquisitions, people
and capabllties in areas that
represent the largest advertising
market opportunities. VWith

these investments beginning

to vield results, Matomy is well
oositioned for growth as a global
leader in digital performance-
pased marketing.

28 | Matomy Media Group Ltd. Annual Report and Accounts 2015
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Progress and Investment

2015 saw Matomy make significant
progress in aligning revenue,
operations and technology with

the largest and fastest growing
opportunities within the expanding
category of performance-based
marketing.

The Interactive Advertising Bureau
(IAB), of which Matomy is a

member, states that “Advertisers are
increasingly demanding measurement
and verifiable consumer actions

as part of their digital advertising
budgets. Because of this, virtually
every digital advertising campaign, in
some way, is beginning to define itself
as ‘performance marketing.” This
trend continues to benefit Matomy

as advertisers seek out partners who
can help them define and execute

on performance-based marketing
objectives.

Throughout the past year Matomy
has demonstrated the ability to
capitalize quickly on changing trends
in the digital advertising industry.
Specifically, Matomy continues to
evolve the capabilities expected

for effective performance-based
marketing through enhancements

to mobile, video and programmatic
technologies. Matomy looks forward
to partnering closely with advertisers
to help them achieve their marketing
objectives with greater efficiency
leveraging these new technology
investments.

Reflecting this trend, maobile
advertising continues to be one of
Matomy’s key strategic channels of

growth. Our acquisition of MobFox,

a mobile SSP, in late 2014 is the
foundation for this growth through a
complete package of results-driven,
mobile marketing strategies that
significantly increase advertisers’ retumn
on investment.

Video represents another key
opportunity for growth. The acquisition
of Optimatic, a video advertising
platform and SSP, in November

2015 greatly strengthens Matomy's
position in the market and has already
resulted in improved top line growth
and contributed to improved EBITDA.
With technology from the Optimatic
acquisition, Matomy gains the ability
to conduct very effective and targeted
media buying supported by an
extendable video platform from which
to offer valuable new capabilities.
Optimatic will be fully integrated across
Matomy’s lines of business in 2016.

Underpinning these mobile and

video capabilities is a commitment

to lead the market in programmatic
advertising, which we believe is

the future of advertising due to the
unparalleled efficiencies and improved
results that it brings to advertisers.
Matomy is constantly innovating to
improve productivity and efficiency in
its programmatic offerings.

We continue to invest in new
product innovation that supports

our proprietary technologies and
unigue selling points. We also seek
complementary acquisitions that
further strengthen these capabilities.
Our solutions will continue to evolve
as we remain committed to providing

our advertising customers and media
partners with a unigue multi-channel
digital performance-marketing solution
supported by high levels of service
and an unparalleled understanding of
the market.

Board composition and diversity
We recognize the importance of
diversity at the Board level, and our
board members have a wide range of
skills and experiences from a variety of
business backgrounds to support the
strategic and operational direction of
the company.

Governance

As a Chairman and as a Board we
view good corporate governance as
vital to our success. The Board meets
regularly to discuss strategy and to
hold the Senior Management team
accountable for its execution. The
Board is confident that the proper
internal and external controls are in
place to ensure the Group's long-term
success while continuing to allow for
the necessary entrepreneurial spirit
that has long guided Matomy and
helped it to grow so successfully since
its foundation.
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Looking Ahead

Our key priorities for 2016 are as follows:

* Position Matomy as the leading global mobile
performance-based marketing provider by growing
revenue for MobFox, leveraging key features that
differentiate our platforms and their associated product
offerings from competitors, to drive broader market reach
and become recognized as a global leader in mobile
advertising.

* Focus R&D investment on innovatve programmatic
capabilities to support growth while significantly improving
efficiencies and increasing value to customers and media
partners.

* Broaden the range of customers served by Matomy
by launching a new mobile programmatic performance
advertising solution as a managed service.

* Increased focus on the North American advertising
market, with emphasis on investments and resource

allocation in mobile, social and video to help drive growth.

* Following the successful initial entry into the Chinese
and South Korean markets, accelerate expansion in Asia
by building strong local teams with unique offerings for
these markets.

* Leverage the recent dual listing on the Tel-Aviv Stock
Exchange to enhance share liquidity, trading volumes and
the geographic diversity of shareholders.

* |dentify strategic acquisitions which complement
Matomy’s existing offerings and enhance value to
customers.

» Continue to invest in technological innovation and
human capital while maintaining control over costs.

We are pleased with our progress during 2015 and look
forward to expanding Matomy’s leadership position in
performance-based marketing and growing our base

of customers while delivering a strong increase in
shareholder value.

RUPERT HOWELL
Non-Executive Chairman
30 April 2016
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CEO's
Statement

OFER DRUKER
Chief Executive Officer

Natomy was
foundsed on a
simple promise to
OuUr customers ano
media partners:

fO deliver results,

Mission

Matomy's performance-based marketing solutions deliver specific,
verifiable results. We enable advertisers to achieve their customer
acquisition goals and other KPIs with a high return on investment
exceeding expectations.

Numerous trends have collectively upended many of the most
basic assumptions guiding performance-based marketing.
These include the revolution in how consumers engage with
their digital world through their mobile devices, the proliferation
of video content delivered through smartphones, tablets,
desktop computers and connected TVs, and the accelerating
pace of automation of all aspects of the advertising ecosystem.

32 | Matomy Media Group Ltd. Annual Report and Accounts 2015
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Recognizing the many benefits that arise from such fast
changing dynamics, Matomy is committed to evolving
our approach to performance-based marketing in a
way that leads the entire industry forward, moving

the focus to mobile marketing as well as the most
engaging advertising format: video.

It is with this perspective in mind that we entered 2015,
with a very clear focus and determination to become
the recognized global leader in digital performance-
based marketing. During the year we achieved
several important milestones, including ramping up
the revenues and operational performance of Mobfox,
acquiring Optimatic - an important participant in the
programmatic video space, furthering our presence

in fast-growing Asian markets, increasing Matomy’s
share liquidity with dual listing and moving the office of
the CEO to the global center of advertising and media
in New York City.

The market recognizes the power of our performance-
based marketing solutions. More and more advertisers
and media partners are working with us to better
enable them to achieve their specific digital marketing
targets. As the global advertising market continues to
expand, we expect increased demand for verifiable,
performance-based marketing results.

Looking ahead, our growth strategy remains firmly
focused on achieving scale within our identified
strategic growth areas of mobile, social, video and
programmatic advertising. We continue to make
investments within each of these areas to improve
our proprietary performance-based marketing engine

CORPORATE FINANCIAL
GOVERNANCE STATEMENTS

while also pursuing expansion into new geographies
and new customer categories. We are also keen to
continue seeking value-enhancing M&A opportunities.

Additionally, we continue to strengthen our intermal
operations in line with the needs of a public company.
At the start of 2015, we initiated a corporate
restructuring that sharpened the focus of Matomy’s
business units as part of a plan to improve the Group's
service offering, customer experience, efficiency and
innovation in support of our overall growth strategy.

We look forward to building on our successes to date
and continuing to leverage the benefits of our unique
performance-based marketing solutions and diversified
business model.

Achievements

2015 was a transitional year for Matomy as the
company focused firmly on mobile and video, which
along with programmatic media buying, are widely
considered to be the strongest growth engines in

the digital marketing industry. This transition was
achieved through a combination of substantial internal
development of an effective set of programmatic tools,
strong growth and the acquisitions of MobFox (a mobile
SSP) in late 2014 and the acquisition of Optimatic

(a video advertising platform that also offers SSP
services) in late 2015. In particular, our investments

in programmatic capabilities enabled us to improve
efficiencies, lower operating expenses and increase the
ability to increase scale across all our lines of business.

After a challenging first half of 2015, Matomy grew
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revenues and profits, and ended

the year with a strong balance sheet
and an excellent set of technological
capabilities to fuel our future growth.
We implemented several strategic
initiatives that will accelerate our
growth in 2016 and position Matomy
for long term success.

We made significant headway growing
our mobile offering, which is one of
our key strategic growth channels.
Our success accelerated significantly
with our acquisition of MobFox in late
2014, which resulted in an increase

in mobile revenues of 100% year over
year now accounting for approximately
30% of Matomy’s total revenue. We
are proud of this result and expect this
contribution to increase significantly
over the next few years as the mobile
segment continues to evolve into one
of Matomy's core revenue drivers.

Video is another core area of growth,
and we are most excited by the
acquisition of Optimatic which
brings Matomy the capabilities of a
leading video management platform
in addition to being a leading video
SSP. Aligning Matomy's efforts in
the direction of video we increased
the ability to buy video media across
multiple properties and exchanges
and developed a mobile video DSP
which is already yielding results.

Underpinning these enhancements
to our technology platform is a
commitment to forge ahead as a
leader in programmatic advertising,
which we believe is advertising's future
due to the unparalleled efficiencies
and improved results that it brings

to advertisers. Matomy is constantly
innovating to improve productivity
and efficiency in its digital advertising
offering.

As one of the leading companies to
offer the full suite of digital advertising
services via a single gateway function
we are well positioned to capitalize on
the significant market opportunities
we see before us. By offering a wide
breadth of digital media services
along with comprehensive end-to-
end managed solutions, we expect
Matomy to become a leading choice
for advertisers who are selecting a
digital advertising partner.

Results

Our business offerings have continued
to deliver solid performance. In many
cases, such as our mobile and video
activity, results exceeded expectations
helping us grow worldwide market
share. Furthermore, we maintained
tight controls over costs as we
streamlined processes and improved
operational efficiency. Our efforts to
prioritize cost control contributed to
lower operating expenses on going
for the year 2015, notwithstanding our
investments in our long term strategy.

For 2015 we reported a 14% increase
in revenue to $271.0 million on a
GAAP basis (FY2014:; $237.4 million),
driven primarily by our identified
strategic growth areas of mobile,
video, domain monetization and
email. Adjusted EBITDA increased

by 27%, delivering a 9.5% adjusted
EBITDA margin. Excluding the effects
of amortization of new acquisitions
and the one-time $7.3 million gain,
we recorded in 2014 from the Team
Internet acquisition, our eamings per
share increased to $0.15 (2014:
$0.04), while on a GAAP basis, EPS
decreased to $0.07. (2014: $0.10)

Geographically, Matomy is seeing the
strongest growth in the Americas,
which is Matomy's largest market,
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with revenue in that region increasing
21% ($31.7 million) to $180.8 million
(FY2014: $149.1 million). This was
driven by our increased focus on

the U.S. market, due to the ongoing
industry-wide shift towards real-time
bidding and programmatic advertising,
as well as increased advertiser
demand for video. Our European
business saw challenging conditions
which led to a decrease in revenues
of 19%, or $12.7 million, to $54.5
million as we shifted our focus toward
the U.S. and Asia.

Revenues in Asia climbed 34% ($2.9
million) to $11.5 million for the year
ended 31 December 2015 as we
initiated our expansion into Asia. We
have recently completed the first
stage of our expansion into Asia with
very encouraging preliminary results.
This is a market that we believe holds
great promise for us, and we continue
to direct resources toward increasing
our presence there in the near future.

Matomy's display and video
advertising continued to contribute the
largest portion of the Group’s overall
global revenue, at 49%. The Group’s
domain monetization segment
experienced the largest percentage
revenue growth in 2015, increasing
by $31.7 million, or 140%, to $54.3
million. This increase was partially
driven by the inclusion in 2015 of

a full year of revenues from Team
Internet (acquired in mid-2014), and
by advertiser and publisher growth,
the acquisition of the NameDrive
domain parking business as well

as the introduction of new ad types
with DNTX. On a pro-forma basis,
assuming Team Internet had been
acquired in January 2014, revenue
generated from domain monetization
increased 23% from $44.1 million

in 2014. Email also saw significant growth, rising 67% to
$34.4 million (2014: $20.5 million) as we saw, inter alia,
the enhancement of direct CPMs budgets towards existing
email activity.

Group operating profit increased 40% in the period on a
GAAP basis to $12.1 million from $8.6 million in 2014,

Outlook

We begin 2016 with a broad set of complementary

tools for mobile and video advertising and publishing.
Consumers are increasingly connected through their
mobile devices, and video has become one of the

most effective formats to deliver messages and build
engagement. We strongly believe that we have the right
capabilities to support our growth and market leadership.

We are encouraged by our progress and are confident
about both our short-term and long-term prospects.

The series of strategic and operational changes which

we implemented in 2015 have enabled the business to
come through a challenging first half of the year and report
encouraging year-end results.

In 2016 our focus will be to build on our previous success
with MobFox to establish Matomy as a global leader for
mobile performance-based advertising. Our MobFox
investment will be key to driving future revenue growth
and propelling our mobile business forward. We have set
ourselves a goal of generating 50% of our revenue with
mobile by the end of 2017.

We will also leverage the Optimatic acquisition and
Matomy's existing video capabilities and customers to
become a global leader in programmatic video advertising.
Accordingly, as we continue to grow and generate an
increasing majority of our revenues from programmatic
advertising, we expect our business to evolve and

follow the prevailing industry practice and trends for
programmatic.

We invest consistently in new product innovation and seek
complementary acquisitions that further strengthen our
capabilities. Our solutions continue to evolve as we remain
committed to providing our customers and media partners
with our unique multi-channel digital advertising solution
supported by high levels of service understanding of the
market.

We see significant, untapped global market potential
where Matomy’s solutions are ideal. 2016 will mark our
continued expansion into the Asia-Pacific market, as we
expand our Asian offices in China and South Korea this
year. Furthermore, the U.S. continues to represent a major
opportunity for us and we have already taken steps to
grow our presence in the North American market, including
relocating multiple members of senior management and
functions to New York City.

On behalf of our Board of Directors and the entire
management team, | want to thank our customers, media
partners, employees and shareholders for their continued
confidence and support during this exciting period in
Matomy’s evolution.

OFER DRUKER
Chief Executive Officer

30 April 2016
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Matomy is making great strides towards becoming the world's leading

performance-based marketing company. Our strategy for 2016 wil enable us

to pursue this goal.

Consumers now tum to their mobile
devices first as they start each

day, and increasingly they use
these devices to organize almost
every aspect of their lives. Matomy
already sees a large portion of its
campaigns delivered on mobile
devices and has made significant
progress leveraging the MobFox
acquisition to accelerate this growth.

In 2016 we will move further in the
direction of mobile by investing
directly in revenue-enhancing
opportunities for MobFox and by
fully integrating mobile programmatic
capabilities across Matomy's
business units. Our MobFox
investment will help drive future
revenue growth while propelling
our mobile advertising revenue.
Matomy aims to generate at least
50% of its revenue from mobile

by the end of 2017 as a clear
milestone in establishing Matomy
among the global leaders in mobile
performance-based marketing.
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Consumers are also making clear
thelir preference for the video
format for engaging with content
and, as a result, with advertising.
We will leverage the Optimatic
acquisition in addition to Matomy’s
existing Video Business Unit to
become recognized as a leader in
programmatic video advertising.
With video advertising increasingly
being delivered over mobile devices,
strengthening our video advertising
revenue will simultaneously support
our mobile growth objectives.

Across the entire advertising
industry much if not most
investment in advertising
technology is being focused

on programmatic media buying
and the accompanying data
science capabilities that support
it. Infact, Matomy already utilizes
programmatic capabilities for
60% of its mobile and video
advertising. As Matomy expects
to increase the percentage of

the revenue it generates from
programmatic advertising, we will
invest R&D resources to ensure
that our programmatic capabilities
lead the industry in supporting
performance-based marketing
activities. We expect our business
1o evolve and follow the prevailing
industry practices and trends for
programmatic.
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For Matomy, two regions stand out in terms

of influence and opportunity: North America
and Asia. Matomy will grow revenue in North
America emphasizing mobile, video, social,

and programmatic capabilities. Following a
successful entry into China and South Korea,
Matomy will accelerate expansion in Asia by
building strong local teams with unique offerings
for these markets.

Matomy will pursue strategic
acquisitions that add technology and
capabilities in areas such as mobile,
video or programmatic advertising.
Matomy anticipates that companies
offering capabilities that create value
from data and insights will be an
area of interest for 2016.

In 20156 Matomy acquired both
Optimatic and Avenlo. Optimatic,
acquired in November 2015, is a
leading provider of video ad platform
technology and a video supply side
platform (SSP) headquartered in
New York City. Avenlo, acquired in
April 2015, is a Toronto-based ad
targeting and email marketing firm.

Matomy will utilize our listing on

two of the major global exchanges

to enhance share liquidity, trading
volumes and both the number and
geographic diversity of shareholders.

Matomy Media Group Ltd. Annual Report and Accounts 2015 | 37



Secome the leading

global moblle

nerformance-nased
"narketing provider

Matomy delivers high-RBOI performance advertising for a new,

mobile-first world,

Strategy in action

MobFoXx

Digital advertising is now fully established as the growth engine of the global
advertising industry, with total spending worldwide progressing from $160.3
billion in 2015 to $231 billion by 2018 according to ZenithOptimedia.

Digital Ad Spending Worldwide, by Format, 2012-2018

billions and % change
BY MATOMY MEDIA GROUP 2012 2013 2014 2015 2016 2017 2018
Display $33.7 $43.3 $59.2 S74.0 $86.8 $99.7 $1124
MobfFox is named a top —a% change - 285% 367% 250% 17.3% 14.9% 12.7%
mobile supply side platform Paid search $40.7 $47.9 $59.8 S69.1 $80.0 $88.4 $96.9
(SSP) for 2016 —9% change - 17.7% 248% 156% 158% 105%  9.6%
Classifieds $11.0 $12.8 $151 S§17.2 $18.7 $20.3 $21.7
—%change -  164% 18.0% 139% 87% 8.6% 6.9%
Total $85.4 $104.0 $134.1 $160.3 $185.5 $208.4 $231.0
—9%change -  21.8% 28.9% 19.5% 157% 12.3% 10.8%

Note: includes mobile
Source: ZenithOptimedia, "Advertising Expenditure Forecasts March 2016%;
eMarketer calculations, March 21, 2016

207434 www.eMarketer.com
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Including display, mobile and video advertising, search, and even emalil, digital advertising is projected to surpass TV
advertising within the next year. Within digital advertising it is the mobile channel that is currently garmering the most
headlines. Projected to grow from $50 billion in 2015 to $115 billion in 2018 mobile advertising is increasing as a
percentage of digital advertising and is increasing faster as a percentage of total media.

Mobile Ad Spending Worldwide, 2015 & 2018

2015 2018
Mobile ad spending (billions) 550 $115
—5% of digital ad spending 31.3% 49.6%
—% of total media ad spending 9.2% 18.7%

Note: includes smartphones and tablets, whether on search, classified,

display or in-app ads

Source: ZenithOptimedia, "Advertising Expenditure Forecasts March 2016,"

March 21, 2016

207444 www eMarketer.com

This growth in mobile ad spending is being driven by
consumer adoption of mobile devices with more than
2 billion smartphone users worldwide.

Within digital marketing, performance-based advertising

is also growing. Performance is a category of advertising
where the advertiser pays only when there are measurable
results. According to the Interactive Advertising Bureau
performance-based advertising now accounts for 66%

of the US digital advertising market. Performance-based
advertising is steadily advancing as it becomes easier to
measure consumers’ actions as a result of engaging with
a digital ad.

Matomy has always specialized in performance-based
advertising frequently comprising cost-per-lead (CPL),
cost-per-sale (CPS) and cost-per-install (CPI) campaigns.
Now with the growing use of mobile devices consumers
are increasingly engaging with Matomy’s performance

advertising via their mobile devices. The intersection
of these two strong trends of performance and mobile
presents a tremendous opportunity for Matomy.

Two additional developments in the digital advertising
industry are also fueling Matomy's growth opportunities in
the area of mobile performance-based advertising. The
driver of these is programmatic advertising. Simply put
programmatic refers to the automation of media buying,
but it also extends to automating all of the aspects of
advertising that support the buying and selling of ads
within the digital ecosystem. Programmatic advertising
helps us reduce cost and increase the efficiency of
advertising spending and the potential to generate
massive scale quickly. The acquisition of MobFox in 2014
added numerous advanced capabilities to Matomy’s
strong platform from which to increase revenue at the
intersection of mobile, performance and programmatic.

€6 This growth in mobile ad spending is being
driven by consumer adoption of mobile
devices with more than 2 dillon smartonone

users worlawide expected in 2071 6.))

)
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The other development is a further
increase in adoption of video
advertising delivered to consumers
using both desktop and mobile
devices. Video on desktop devices
has been growing for several

years reaching $11.24 billion in

existing customers. For example,
consumers are increasingly using
their mobile device as a key factor in
their purchase decisions. Whether
they use their mobile device

to research new products and
services, check prices when they

Digital Video Ad Spending Worldwide, by Device,

2014-2018

billions, % change and % of total digital ad spending

2014 2015 2016 2017 2018

Desktop 8.75 11.24 1388 16.58 19.21
—% change 28.6% 28.4% 23.0% 19.5% 15.8%
—% of total digital ad spending 64% TJ.0% 76% 81% B8.5%
Mobile 240 425 698 10.61 15.39
—9% change 196.1% 76.7% 64.2% 52.1% 45.0%

—s% of total digital ad spending

1.7% 2.7% 38% 322% 6.8%

Total

11.16 15.48 20.85 27.19 34.60

—% change

46.4% 38.8% 34.7% 30.4% 27.2%

—% of total digital ad spending

B8.1% 9.7% 11.5% 13.4% 15.3%

Source: Magna Global and Wells Fargo estimates as cited in Wells Fargo,
“Online Video: Migration of Light Linear Viewers Continues, " Sep 3, 2015

158078

www. eMarketer.com

worldwide spend in 2015 and
projected to grow to $19.21 billion
by 2018 (eMarkter). Mobile, by
contrast, is experiencing a much
faster rate of growth with $4.25
billion in 2015 growing to $15.29
billion by 2018 or more than 360%.
Matomy’s acquisition of Optimatic
adds expertise and capabilities in
the fast growing category of video
advertising.

Mobile is not only changing how
consumers interact with media, but
it is also altering how they engage
with advertising. Advertisers are
likewise responding to these
changes in the ways they engage,
acquire and retain new and

are in a store or simply view a video
that offers an advertisement, these
interactions provide marketers with
myriad opportunities to influence
consumers’ purchase decisions.

Matomy is particularly well positioned
to take advantage of these multiple
and simultaneous changes within
the digital advertising ecosystem.
We used 2015 to incorporate the
MobFox acquisition into Matomy’s
mobile platforms while investing
directly in the development of new
and complementary technology
within MobFox. The introduction of
Matomy's mobile DSP was a direct
result of this investment.

For 2016 we anticipate both further
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integration and more investment in
new capabilities that support utilizing
the mobile channel for performance-
based advertising while increasing
the scale of advertising opportunities.

Furthermore, as one of the first
companies to offer performance-
based advertising through our own
mobile media channels, Matomy is
developing insights we are using
to direct ongoing investment in
mobile performance advertising
capabilities. Customers of all the
traditional performance campaign
types benefit from the ability to
reach an increasingly mobile base
of consumers with results-driven
advertising.

The rapid adoption of mobile
devices, smartphones in particular,
has given rise to an entire mobile
economy of apps, games, and other
commerce that takes place via these
devices. The companies that create
these apps and games are similar to
publishers from the desktop world

in that they are constantly looking to
expand their subscriber or user base
as well as monetize the time that
users spend with their content. This
gives rise to a strong need for mobile
performance-based advertising to
realize these dual objectives.

For Matomy, meeting these needs
represents the ideal application

of our years of experience in
performance advertising coupled
with our expertise in mobile
programmatic advertising. Examples
of campaigns that fully utilize
Matomy's capabilities include
advertising for user acquisition (UA)
and monetization. UA involves
increasing the user base for apps
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and games as well as encouraging ongoing engagement
with these media properties. For developers who chose
to monetize through advertising, Matomy provides a
programmatic platform for offering advertising inventory
from apps and games to advertisers. For many app and
game developers Matomy would perform both of these
functions simultaneously.

In conclusion, the global shift in consumer behavior
towards using mobile devices as the primary tool
for engaging with media is presenting Matomy with

unparalleled opportunities to grow revenue for mobile
performance-based advertising. Our past investments,
including MobFox, complement this direction and provide
momentum behind Matomy becoming the global mobile
performance-based marketing leader.

In the following sections we detail Matomy's strategic
opportunities and plans in the areas of video,
programmatic, geographic focus and acquisitions.

€6 I\atomy is particularly well positioned to
take advantage of these multiple anc
simultaneocus changes within the digital
advertising ecosystem N
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With the acquisition of Optimatic, Matomy is in a very strong position to
capitalize on the growth of video advertising.

Optimatic

In 2015 Matomy acquired
Optimatic, a leading video
aavertising and supply side
platform, strengthening its
position in the fast growing
area of video advertising

Within digital advertising video has
the highest projected rate of growth
of any advertising format according
to eMarketer, March 2016. Video
represented 9.7% of total digital
advertising spend in 2015 but will

be 15.3% by 2018 according to
eMarketer, Sep 3, 2015. One big
reason for this anticipated growth is a
realization that the technology required
to deliver effective video advertising is
only now catching up with the need,
and the most critical technology
required for video advertising is the
ability to buy and deliver video media
programmatically.

Programmatic video advertising
spending is growing much faster
than the video category as a whole.
Advertisers spent $5 billion on
programmatic video in 2015, but will
triple their use of programmatic video
by 2018 to $15 billion according to
eMarketer, Sep 3, 2015,

Matomy launched its video advertising
business based on core capabilities
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in media buying and management.
These capabilities enable Matomy to
manage video advertising on publisher
networks as well as support media
buying on several of the most popular
exchanges.

Matomy's acquisition of Optimatic,
expands its video capabilities

with the addition of an advanced
video advertising platform that top
publishers use to manage their

video inventory along with a video
supply side platform (SSP). These
capabilities greatly strengthen
Matomy's capacity to generate reach,
scale and quality for advertisers.

This year, Matomy is investing heavily
in tools that enable advertisers and
publishers to optimize the value of
video and extend video advertising
to mobile devices. The MobFox
acquisition will play an important role
in building Matomy’s mobile video
business by providing immediate
scale as well as mobile expertise.

Programmatic Video Ad Spending Worldwide,
2013-2018
billions and % change

515
200.0%

2013 2014 2015 2016 2017 2018
H Programmatic video ad spending M % change

Source: socintel360 as cited in company blog; eMarketer calculations,
Jan 15, 2015

184627 www.eMarketer.com
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Programmatic advertising is the new foundation for
performance-based marketing,

MobFoXx

BY MATOMY MEDIA GROUP

Matomy continues to
build new programmatic
capabilities for MobfFox and
Optimatic as well as apply
these technologies across
all of Matomy’s lines of
business

Programmatic now cuts across every
aspect of advertising. Programmatic
technologies automate time-
consuming tasks, remove overall
cost from the transactions of

media buying and placement and
deliver unprecedented efficiency

to advertisers’ media investments.
Whereas programmatic capabilities
began intially within individual

media channels, like display, mobile
and video, platforms are evolving

to include all media types within

the same programmatic engine.
Matomy is among the leaders in
developing an advertising platform
that fully leverages programmatic
media buying and delivery across
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all media channels, and Matomy’'s
application of this technology
leadership towards performance-
based marketing objectives further
differentiates the company within this
fast growing industry.

By 2017, eMarketer estimates
that programmatic advertising as
a percentage of total US digital
display advertising spend will jump
to 72%, or $26.78 bilion. This is
fueled by the growing adoption

of new media buying models
including private marketplaces and
programmatic direct deals. It is also
being driven by the rapid rise of
programmatic mobile ad revenues

and the increased availability of
more premium inventory via these
channels.

It is important to note that within

the fast growing segment of
programmatic advertising, both
advertising channels and formats
vary significantly. eMarketer

shares that while desktop banners
accounted for more than half of

all worldwide programmatic ad
spending in 2015, this figure is due
to shrink to 24% by 2019. This is
good news as the segments that
are more valuable to Matomy - and
more engaging for consumers — fully
eclipse this decline with their rates of
growth. The mobile programmatic
channel which includes both
banners and video grows from 27%
in 2015 to 50% in 2019. Likewise,
advertising delivered as video
grows from 26% in 2015 to 55%

of all worldwide programmatic ad
spending by 2019.

Matomy currently enjoys a very
strong position within the advertising
industry with regard to mobile and
video programmatic capabilities, but
it is exactly in this area where we will
focus our development investments
for 2016 to further increase our
leadership position. One specific
area where Matomy will invest is

in the utilization of data within our
programmatic advertising platform.
Data are widely regarded as the fuel
that makes programmatic work by
automatically learning from previous
advertising activities. This leaming
can then support finding the most
appropriate audience for a given
advertising campaign, along with the
most effective method for reaching

that audience. In turn, data from
these interactions provides further
insights for ongoing campaigns.

Matomy's expertise in performance-
based advertising provides further
fuel for our programmatic advertising
capabilities. A significant strength
and differentiator for Matomy is the
ability to apply learning from one
advertising channel to another to
improve results. With the Matomy
programmatic advertising platform,
mobile, video, display, email and
affiliate channels all work together to
deliver the most effective results for
our advertisers.

Programmatic Ad Spending Share Worldwide,
by Format, 2015 & 2019

% of total
Mobile video

Mobile Desktop
video banner
28%, 24%

Desktop
banner
54%

Mobile
banner

Desktop
video 22%
27%

2015 2019

Note: numbers may not add up to 100% due to rounding
Source: Magna Global as cited in AdExchanger Research, Sep 28, 2015

158001 weaw eMarketer.com
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Advertisers are increasingly thinking about their campaigns from a global perspective as the opportunities to reach

I
bilions of consumers in an interconnected world increase. Most of this increase is being driven by global adoption
‘ of smartphones as people who may never have had access to the Intemet are gaining access and are discovering
new products and services as a result. eMarketer research estimates that in 2015 54% of global smartphone

users resided in the Asia-Pacific region compared with 11.3% in North America. Yet the concentration of global

| |
advertisers, agencies and technology providers in North America means that this region remains a critical location.
@>< O a m S ‘ Q F ‘ m Q Matomy will accelerate expansion in both regions in 2016.

: Returning to the advertising markets of Asia, eMarketer estimates that in 2016 there will be more than 2 billion
i smartphone users worldwide with one-quarter of these users living in China alone. eMarketer further notes that
C r‘ C a ‘ m a rk@t S many of the consumers in emerging countries are accessing the Internet mobile-first and mobile-only leading
—
I
Q‘f N Q ’/‘t q /A\ m @ I/ Smartphone User Share Worldwide, by Region,
‘ C a 2014-2020
% of total

2014 2015 2016 2017 2018 2019 2020

I
Asia-Pacific 54.5% 54.4% 54.1% 54.2% 54.7% 55.5% 56.1%
Western Europe 12.2% 11.8% 11.6% 11.3% 10.9% 10.5% 10.1%

Morth America 12.0% 11.3% 10.9% 10.5% 10.0% 97% 9.3%
Latin America 83% 87% 90% 92% 94% 94% 9.4%
. . - . . . Central & Eastern Europe 7.2% 7.7% 7.9% 81% B8.0% 78% 7.7%
Dehvermg performance—basedIadvemswjg N Asia for quth American | Y- Sex £1% ESE £3% 0% 7o% 7ok
companies and in North America for Asian companies is a large and growing Note: individuals of any age who own at least one smartphone and use the
. . smartphone(s) at least once per month, numbers may not add up to 100%
business opportunity., due to rounding
Source: eMarketer, April 2016
207608 www emMarketer.com

Matomy entered the markets of China and South Korea in 2016

advertisers to allocate their digital advertising expenditures to mobile accordingly. This presents an ideal opportunity
for Matomy to leverage our strength in mobile performance-based advertising in the markets of China where

mobile advertising is predicted to grow from $15.82 billion in 2015 to $52 billion, and South Korea, where mobile
advertising will grow from $1.6 billion to $3.36 billion over the same period according to eMarketer, Sep 15.

Additional opportunities accrue to Matomy from having a strong presence in both North America and Asia.  One
example of this is the need for mobile app and game developers in North America to acquire new users for their
products in the fast growing markets of Asia. Similarly, a large base of Asian mobile developers are looking to
monetize their apps and games via advertising for companies that may be located in North America. Matomy's
mobile programmatic advertising capabilities provide a compelling opportunity to enable developers in both regions
to achieve their performance-based goals.
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enNancing
ACOUISITIONS

Smart acquisitions enable Matomy to bring valuable capabilities to

market faster.

gy i
Optimatic

Matomy accelerated
its presence in the
programmatic video
market by acquiring
Optimatic in 2015

Matomy continues to invest in
companies that increase growth
and add value to our core lines

of business. In 2015 Matomy
invested in the ad targeting and
email marketing firm, Avenlo,

and a leading video ad platform
provider and supply side platform,
Optimatic.

Avenlo enhances the technology
underpinning Matomy's email
acquisition marketing solutions
through advanced ad targeting

and data management. Similar to
programmatic advertising, data is

a crucial element in performance-
based advertising, and Avenlo adds
significant capabilities in targeting
ads across media channels.

Optimatic strengthens Matomy’s
digital video capabilities and
complements our growth in
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mobile programmatic advertising
with mobile video. Optimatic’'s
proprietary video advertising
platform enables clients to obtain
video inventory programmatically
with the support of SSP features.

Looking ahead Matomy will pursue
acquisitions that add substantial
value potentially including providers
of technology that complement our
strategic objectives in performance
and programmatic advertising.
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_everage Via
dual lIisting or

0Omy's

exchanges In potn
_onaon and el Aviv

Matomy is committed to building value for new and existing

shareholders,

Strategy in action

MTMY

Matomy trades actively
on both the London
Stock Exchange and,
more recently, the Tel
Aviv Stock Exchange

After our first full year trading as a
public company we are especially
pleased to enter 2016 with listings
on both the London (LSE) and Tel
Aviv Stock Exchanges (TASE). We
expect our more recent listing in
Tel Aviv to make our shares more
accessible to Israeli investors

in addition to enhancing share
liquidiity, trading volumes and
increasing the number and variety
of our shareholders. We look
forward to opportunities throughout
the year to share education with
the investor community regarding
Matomy's market and growth
prospects.
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nancial review

Matomy's revenue increased 14% to $271.0 milion on a GAAR
basis, while adjusted EBITDA rose 27% to $25.7 milion.

Income statement

For 2015 Matomy reported a 14% increase in revenue to $271.0 million on a GAAP basis (FY2014: $237.4
million), driven primarily by our identified strategic growth areas of mobile, video, domain monetisation and
email activity. Adjusted EBITDA increased by 27%, delivering a 9.5% adjusted EBITDA margin. Excluding

the effects of amortisation of new acquisitions and the one-time $7.3 million gain recorded in 2014 from the
Team Internet acquisition, eamings per share increased to $0.15 (2014: $0.04), while on a GAAP basis, EPS
decreased to $0.07 (2014: $0.10).

Several factors contributed to revenue growth, including the effect of the 2014 and 2015 acquisitions and a
surge in the mobile and video media channels, mainly in the programmatic environment, offset by a decrease
in web display revenues, which corresponded to the shift into increased mobile consumption.
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Summary income statement

(US dollars in thousands, except earnings per share data)

Revenues

Cost of revenues

Gross profit

Operating expenses
Research and development
Selling and marketing
General and administrative

Total operating expenses

Operating income

Financial expenses, net

Income before taxes on income

Taxes on income

Gain on remeasurement to fair value and equity gains (equity
losses and impairment) of affiliated companies, net

Net income
Revaluation of redeemable non-controlling interest in subsidiaries

Net loss (income) attributable to redeemable non-controlling
interests in subsidiaries

Net loss (income) attributable to other non-controlling interests in

subsidiaries
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2015
$270,976
208,849
62,127

8,080
25,943
15,088
50,011
12,116

2,179

9,937

2,681

2014

$237,443
178,479
58,964

7,823
23,356
19,151
50,330

8,634

4,051

4,583

1,766

6,969

9,786

(1,820)

102




Cost of revenues

Direct media costs 194.5 169.8

Other cost of revenues 14.4 8.6

Gross margin 23% 25%

Cost of revenues increased by $30.5 million, or 17%, to $208.9 million (77% of total revenues) for the year ended 31
December 2015 from $178.4 million (75% of total revenues) the year prior.

Matomy's cost of revenues primarily consists of direct media costs, and therefore the majority of the increase in cost
of revenues in 2015 was driven by revenue growth, with adjusted gross margin remaining stable.

Cost of revenues also reflected an increase in allocated costs, in particular amortisation of technology assets from the
2014 and 2015 acquisitions, which contributed an additional $3.3 milion in 2015, as well as server costs and other
allocated expenses relating to the new acquisitions, all of which led to a decrease in gross margin.

Operating expenses

Research and development 8.1 78
Sales and marketing 259 23 4
General and administrative 16.0 19.1
Total operating expenses 50.0 50.3

Operating expenses decreased by $0.3 million or 0.6%, to $50.0 million for the year ended 31 December 2015
(FY2014: $50.3 million). Operating expenses as a percentage of revenues improved 3 percentage points to 18% for
20156 (FY2014.; 21%) resulting in an operating margin of 4.5% (2014: 3.6%).

Operating expenses decreased both as a result of corporate restructuring which included decreasing headcount and
increased business focus, and increase in automated programmatic technological tools which increase efficiency and
reduce manual labour. In 2015 almost 60% of Matomy's activities were programmatic.
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Research and development expenses
increased by $0.3 million, or 3%, to
$8.1 million (FY2014: $7.8 million).
This reflects an increased invest-
ment in programmatic proprietary
technologies leading to increased
R&D headcount in 2015 compared

to 2014, partly offset by the effect of
R&D capitalisation during 2015.

Sales and marketing expenses
increased by $2.5 million, or 11%, to
$25.9 milion (FY2014: $23.4 mil-
lion). This increase primarily rep-
resents customer relationship amorti-
sation costs which increased by $2.4
million in 2015 compared to 2014,
due to the 2015 new acquisitions and
the first full year of amortisation of the
2014 acquisitions. This was offset by
reduced salary and related allocated
costs after restructuring of the exist-
ing business units to leverage opera-
tional advantages and provide a uni-
fied media offering. In total, the 2015
acquisitions contributed sales and
marketing expenses of $0.6 million.

General and administrative expenses
decreased by $3.1 milion, or 17%, to
$16.0 million (FY2014: $19.1 million),
primarily due to the one-time IPO
bonuses of $3.1 million paid during
2014, While $0.7 million expenses
were added by the 2015 acquisitions,
these were offset by the efficien-

cies generated by the restructuring
process and resulting reduction in
headcount.

Financial expenses

Financial expenses, net, decreased by
$1.9 million to $2.2 million for the year
ended 31 December 2015 (FY2014:
$4.1 million). This decrease reflects
revaluations recorded on assets and
liabilities not denominated in dollars,
caused by movements in foreign ex-
change rates, which were much less
significant than those recorded during
2014, in particular the USD-ILS and
USD-EUR rates. In relation to these

movements, Matomy recorded a
decrease in financial expenses of $1.8
million arising from the use of hedging
instruments. A further decrease of
$0.2 million was due to the repayment
of loans over the period, leading to a
reduction in interest payable.

Equity gains

Equity gains (losses) of affiliated com-
panies, net, were negligible in the year
ended 31 December 2015 compared
to a gain of $7.0 million in the prior
year. This change primarily reflects the
one-off gain of $7.3 million recorded
in 2014, resulting from revaluing the
prior equity interest in Team Intermet
held before Matomy acquired a con-
trolling 70% stake in June of that year.
In addition, an impairment of $0.5
million in the Uppsite investment was
recognised in 2014 due to Uppsite's
intention to enter liquidation, as well as
various smaller gains and losses from
the other affiliated companies.

Taxes on income

Taxes on income increased by $0.9
million to $2.7 million for the year
ended 31 December 2015 (FY2014:
$1.8 million), reflecting the increased
pre-tax income.

Matomy is subject to corporation tax
on its income, principally in Israel, the
United States and Germany, as well
as other jurisdictions in which Matomy
has operations. Matomy's effective
corporate tax rate was 27% in the year
ended 31 December 2015, and 39%
in the year ended 31 December 2014,

Matomy's effective corporate tax

rate was lower in 2015 compared

to 2014 primarily due to significant
exchange rate movements between
the Israeli shekel and other currencies
during 2014, which increased
finance expenses and reduced
pre-tax income in the consolidated
results when presented in the Group

reporting currency of US dollars, but
did not affect the results denominated
in Israeli shekels on which Matomy's
tax expenses in Israel are calculated.
The effective corporate tax rate in
2014 without taking into account
these finance expenses would have
been 17.7%. The increase in 2015
to an effective corporate tax rate of
27% was due 1o increased profits

in Germany and the US, where
corporate tax rates are higher.

The lsraeli statutory corporate tax rate
was 26.5% in both 2015 and 2014.
Matomy's effective corporate tax

rate is lower than the Israeli statutory
corporate tax rate because Matomy
benefits from a reduced corporate
tax rate under the Israeli privileged
enterprise programme. Under this
programme, a portion of Matomy’s
income is subject to reduced
corporate tax rates in Israel as long
as Matomy continues to meet various
conditions.

Matomy’s US operations (including
Matomy USA, Inc. and Optimatic,
Inc.) are subject to US federal, state
and foreign income taxes. In 2015,
Matomy's US operations had taxable
income which was partially offset by
brought forward losses, resulting in a
liability for state tax only and a minimal
foreign income tax liability, while in
2014, Matomy's US operations had
net operating losses and incurred
minimal state and foreign income

tax liabilities. To date, Matomy has
not been required to pay US federal
income taxes since its US operations
have accumulated net operating
losses.

Team Interet is subject to German
corporate and trade taxes. The
effective tax rate of Team Internet on
a standalone basis was 32% in 2015
(33% in 2014).
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Net income

Net income decreased by $2.6
million to $7.2 million for the year
ended 31 December 2015 (FY2014:
$9.8 million), primarily due to the
one-time accounting gain of $7.3
million recorded in 2014 which was
attributable to the acquisition of Team
Internet.

Revaluation of redeemable
non-controlling interests

As of 31 December 2015, Matomy's
$35.4 million in redeemable
noncontrolling interests consisted of:

e $1.1 million relating to Matomy
Social;

¢ $33.0 million relating to Team
Internet; and

e $1.3 million relating to Avenlo.

Liquidity and cash flows

The statements of income for the
years ended 31 December 2015 and
31 December 2014 also reflect the
previously existing non-controlling
interest in Matomy Mexico.

Redeemable non-controlling interests
are classified as mezzanine equity,
separate from permanent equity, on
the consolidated balance sheets and
measured at each reporting period at
the higher of their redemption amount
or the non-controlling interest book
value.

Amortisation of intangible
assets

Amortisation expenses amounted to
$11.4 million for the year ended 31
December 2015, an increase of $5.6
million from amortisation expenses

of $5.8 million for the year ended 31
December 2014, Of this increase,

$1.9 million was due to amortisation
of the intangible assets Matomy
acquired in the Avenlo and Optimatic
acquisitions, and a further $3.9 million
increase reflected the first full year

of amortisation of the Team Interet
acquisition.

Exceptional items

Matomy views the following items,
which were recorded in profit and
loss, as exceptional as they are
material to the financial statements
and non-recurring and therefore were
excluded from non-GAAP measures.

The following table sets out selected cash flow information for Matomy for the years ended 31

December 2015 and 2014.

$ millions 2015
Net cash provided by (used in) operating activities 18.7
Net cash used in investing activities (29.5)
Net cash provided by (used in) financing activities (9.9
Effect of exchange rate differences on cash -*
Increase (decrease) in cash and cash equivalents (20.7)
Cash and cash equivalents at beginning of period 48.0
Cash and cash equivalents at end of period 27.3

* Represents amounts less than $0.1 million.
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2014

(A) Net cash used in / provided by operating activities

Matomy's net cash used in / provided by operating activities increased by $19.1 million to an $18.7 million inflow for the
year ended 31 December 2015 (FY2014: $0.4 million outflow).

In 2015, net cash provided by operating activities consisted of $7.2 million in net income and $10.8 million relating

to noncash expenses, and $0.6 million relating to net changes in working capital. Noncash expenses were primarily
depreciation and amortisation of $12.6 million, significantly higher than prior years due to amortisation related to the 2014
and 2015 acquisitions, stockbased compensation expense of $0.9 million, less decreases in deferred taxes of $2.4
million.

For the year ended 31 December 2014, Matomy’s net cash used in operating activities consisted of $9.8 million in net
income, less $1.0 million relating to noncash expenses, less $9.2 million used to fund net changes in working capital.
Noncash expenses were primarily depreciation and amortisation of $6.9 million, stockbased compensation expense of
$1.4 million, less decreases in deferred taxes of $2.4 million, as well as the gain on achieving a controlling stake in Team
Internet of $7.3 million.

Net changes in working capital in 2015 were mainly driven by a decrease of $5.0 million in trade receivables, less the
effects of an increase of $3.0 million in other receivables and a decrease of $1.5 million in trade payables. The remaining
amount consisted of smaller movements in various other assets and liabilities. Trade receivables in 2015 were influenced
by improved collection procedures implemented during the year, reducing the balance of video advertising customers,
which typically have longer payment terms. Other receivables increased in 2015 primarily due to the acquisition of
domains held for sale.

B) Net cash used in investing activities

Net cash used in investing activities decreased by $4.3 million to $29.5 million for the year ended 31 December 2015
(FY2014: $33.8 million). In 2015, net cash used in investing activities included a $17.9 million investment in Optimatic, a
$5.6 million investment in Avenlo, $2.7 million paid to acquire an advertiser list, and a $3.3 million investment in property
and equipment including capitalised R&D costs.

For the year ended 31 December 2014, net cash used in investing activities included a $22.4 million investment in

Team Intemet, a $10.0 million investment in MobFox and a $1.6 million investment in property and equipment including
capitalised R&D costs.

©) Net cash used in / provided by financing activities

Net cash used in / provided by financing activities decreased by $81.1 milion to a $9.9 million outflow for the year ended
31 December 2015 (FY2014: $71.2 million inflow).

In 2015, net cash used in / provided by financing activities related primarily to a $5.3 million net decrease in outstanding
term loans, $5.8 million total payments to non-controlling interests and earmout payments, less $1.2 million of proceeds
from option exercises during the year.

For the year ended 31 December 2014, net cash used in financing activities related to $61.5 million IPO proceeds, net of
expenses, a $10.0 million net increase in outstanding term loans, and $1.7 million proceeds from sale of treasury shares,
less $1.7 million of short-term bank credit repaid during the year.

As of 31 December 2015, Matomy had $13.8 million in term loans. Of those, $6.4 milion are due within one year.

D) Effect of exchange rate differences in cash

Effect of exchange rate differences derive from the differences between Matomy’s functional currency of US dollars, and
the foreign functional currency of euros used by certain of Matomy's affiliated companies. For the period under review,
exchange rate differences did not have a material effect on Matomy's cash flow.
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Goodwill

Goodwill represents the excess of the purchase price in a business combination over the fair value of the net tangible
and intangible assets acquired.

Matomy's goodwill was acquired mainly through the 2013, 2014 and 2015 acquisitions.

Matomy performs an annual impairment test during the fourth quarter of each fiscal year, or more frequently if
indicators of potential impairment exist, to determine whether the net book value of a reporting unit exceeds its
estimated fair value. During the years ended 31 December 2015 and 2014, no impairment losses were identified.

Segments

Our chief operating decision-maker is our Chief Executive Officer. On a monthly basis, the CEO reviews revenue and
adjusted EBITDA at Group level, as well as revenue at the level of media channels, for the purposes of allocating
resources and evaluating financial performance.

As a result, Matomy operates in a single reportable segment as a provider of marketing services.

Acquisitions

On 13 November 2015, Matomy completed the acquisition of 100% of the issued and outstanding shares of
Optimatic Media Inc. (‘Optimatic’) for a total consideration of $33.6 million. Optimatic is a leading programmatic
technological video platform company that enables top-tier publishers to manage their inventory programmatically and
a full suite of digital video Supply Side Platform capabilities. Optimatic developed a unique proprietary video platform
and is considered a leader in the video space.

On 15 April 2015, Matomy completed the acquisition of 70% of the issued and outstanding shares of a newly formed
company, Avenlo Media Group Inc. (‘Avenlo’) that has purchased the principal business activity and operations of
Maven Marketing Group Inc., for a total consideration of $22.9 milion. On 8 March 2016, subsequent to the balance
sheet date, Matomy signed an amendment to the purchase agreement, revising the total consideration to $10.8
million. Avenlo is a performance email marketing and ad targeting company, incorporated in Canada.

On 31 October 2014, Matomy completed the acquisition of the assets and liabilities of MobFox Mobile Advertising
GmbH (‘MobFox) for a total consideration of $19.7 million. MobFox offers a one-stop, integrated mobile
programmatic advertising solution for publishers and advertisers through its technology platform which facilitates
online trading of advertising in multiple formats for mobile devices.

Matomy acquired an additional 50% of the issued and outstanding shares of Team Internet AG (‘Team Interet’) on 19
June 2014 for a consideration of €19.7 million ($26.8 million). Team Internet is a direct search navigation and domain
monetisation company based in Munich, Germany. Following the acquisition, Matomy holds 70% of the issued and
outstanding shares of Team Internet.

Earnings per share

Matomy's basic earmings per share decreased by $0.03, or 29%, to $0.07 for the year ended 31 December 2015
(FY2014: $0.10 EPS). This change was influenced by a 17% decrease in after-tax profit, which as noted above,
was primarily due to the one-time $7.3 million accounting gain in 2014, In addition, there was a 16% increase in the
weighted average number of outstanding shares mainly due to the inclusion of the shares issued in Matomy’s IPO
for a full financial year (compared to 6 months in 2014), as well as an increase in share option exercises in 2015
compared to 2014, and the share issue related to the Avenlo acquisition in Q2 2015.

Treasury shares

As part of the acquisition of Team Interet in 2014, 1,625,659 ordinary shares of Matomy, which were owned by
Team Intermet and acquired through the transaction, were reclassified as treasury shares. Team Intemet's minority
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shareholders are entitled to an 80% share in gains derived from these shares, which is classified as a redeemable non-
controlling interest.

In October 2014, 414,423 of these treasury shares were sold and 80% of the gain was allocated to Team Internet’s
minority shareholders.

As of 31 December 2015 Team Internet holds 1,211,236 shares in Matomy.

Financial Obligations and Covenants
Matomy’s financial obligations and commitments as at 31 December 2015 were as follows:

Term loans 6.4 7.4 13.8

Operating lease obligations 2.1 7.0 9.1

In June 2014, Matomy entered into a $21.6 million term loan agreement with an Israeli bank. In relation to this loan,
Matomy is required to comply with certain covenants, as defined in the loan agreement and its amendments. As of 31
December 2015, Matomy was in full compliance with the financial covenants.

Matomy also has access to a line of credit from the same bank. As of 31 December 2015, this credit line was not in use.

The line of credit and loans are secured by way of: (i) a fixed charge over Matomy’s unpaid equity; and (i) a floating
charge over certain of its assets of Matomy.

In August 2015, Matomy’s subsidiary Buyname entered into a term loan of $1.3 million from a German bank.

Financial reporting

This financial information has been prepared under US GAAP principles and in accordance with Matomy's accounting
policies. There have been no material changes to Matomy's accounting policies during the year ended 31 December
2015,

Going concern

The Group continues to meet its day-to-day working capital and other funding requirements through a combination of
long-term funding and cash deposits.

After making due enquiry, the Directors fully expect Matomy and its subsidiaries have adequate resources to continue
operational existence for the foreseeable future and therefore adopt the going concern principle.

Principal risks

The Directors assess and monitor the key risks of the business on an ongoing basis. The principal risks and uncertainties
that could have a material effect on the Group's performance as set out in detall in the section entitled ‘Risk Factors’ of
the Group's IPO prospectus (the 'Prospectus’) dated 9 July 2014 and updated from time to time. These include, inter
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alia, the following:

e (Certain interet and technology companies may
intentionally or unintentionally adversely affect Matomy's
operations, mainly due to announced or unannounced
changes and restrictions by such companies.

e The delivery of digital ads and the recording of the
performance of digital ads are subject to complex
regulations, legal requirements and industry standards,
including with respect to fraud, transparency,
viewability and overall ad quality.

e Matomy relies partly on performance-based revenues.

e The digital advertising industry is highly competitive and
fragmented and currently experiencing consolidation,
resulting in increasing competition.

e Matomy is dependent on relationships with certain third
parties with significant market positions.

e Matomy relies on the continued compatibility of
the Matomy Performance Platform with third-party
operating systems, software and content distribution
channels, as well as newly-acquired systems.

e Matomy may be subject to third-party claims brought
against it.

e Akey part of Matomy’s growth strategy relates to
acquisitions and the ability to effectively integrate and
manage them.

e Matomy is an Israeli-domiciled company having
its shares admitted to trading on the High Growth
Segment of the London Stock Exchange plc's Main
Market and on the Tel Aviv Stock Exchange. As such
the rights and obligations of shareholders are governed
by lIsraeli law and differ in some respects from English
law and share trading is subject to certain settlement
mechanics between the UK and Israel.

Forward-looking statements
Certain statements in this full-year report are forward

looking. Although the Group believes that the expectations
reflected in these forward looking statements are
reasonable, we can give no assurance that these
expectations will be fulfilled. Because these statements
contain risks and uncertainties, actual results may differ
materially from those expressed or implied by these
forward-looking statements. We undertake no obligation to
update any forward-looking statements, whether as a result
of new information, future events or otherwise.

Directors’ responsibility

The Directors confirm that to the best of their knowledge
the condensed set of final audited financial statements,
which has been prepared in accordance with US GAAP
principles, gives a true and fair view of the assets, liabilities,
financial position and profit of the undertakings included in
the consolidation as a whole as required by DTR 4.1,

Sagi Niri
Chief Financial Officer
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The tables below summarise, In the opinion of the Board, the principal material
financial and operational risks to Matomy and how it seeks to mitigate those
risks In the day-to-day running of the business.

Macro Risks

Dependency

on Internet and
technology
companies; macro-
business dynamics
and user behaviour

Certain Intemet and technology companies
that operate platforms and systems on which
Matomy relies to execute its customers’ digital
marketing campaigns may make changes

to their policies or systems that have an
intentional or unintentional adverse effect

on Matomy's operations. Because of their
significant market positions, any such changes
may materially disrupt Matomy’s ability to
deliver targeted ads and record performance
metrics on certain media channels or operate
in certain industry verticals, thus causing
Matomy to lose significant revenues and be
materially limited in the amount of data it is
able to collect and use and, consequently,
negatively affect its overall customer offering.

Additionally, continual changes to how
consumers engage and interact with

digital advertising, particularly on maobile

and tablet devices, may require Matomy

to continually adjust its business model to
adequately support its customers’ digital and
performance-based advertising goals in line
with consumers’ media consumption habits.

Matomy constantly monitors changes

in technologies, user behaviour and
technological trends which could affect
(positively or negatively) the sustainability,
usability and economic viability of its products
and services. It actively deploys available
product, development and other resources to
minimise any adverse effect that may result.

Matomy also continues to invest in enhancing
its proprietary technology and advertising
platforms, as well as in investing in new
technologies and platforms, to reduce its
dependency on third-party technologies and
platforms.
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Matomy utilises a formal risk identification and management process designed to ensure that it
properly identifies, peritonitises, evaluate and mitigates.

Together, Matomy's Audit Committee and Board have joint responsibility for Matomy's risk
management process and review its effectiveness annually.

On a day-to-day basis, the Senior Management team is responsible for providing leadership in
the management of risk and ensuring that it is integrated as appropriate into Matomy's business
processes and activities.

In common with other organisations, Matomy is affected by a number of risks, not all of which are
within its control, Some risks, such as those around digital media and technologies, are likely to affect
the performance of digital advertising businesses generally, whilst others are particular to Matomy's

Regulatory change
and the costs of
compliance

The delivery of digital ads and the recording of
the performance of digital ads are subject to
complex regulations, legal requirements and
industry standards, ,including with respect to
fraud, transparency, viewability and overall ad

quality.

Legal requirements and industry standards
may adversely affect Matomy's current
operations and/or require Matomy to make
changes to the way in which it operates.

The regulations, legal requirements and
industry standards vary by jurisdiction of
operation, and are subject to continuous
change, and compliance with such regulations
and other legal requirements may be
burdensome and costly.

Matomy actively monitors laws and regulations
applicable to it and its customers, especially
as it expands into new territories. Matomy
invests in ensuring compliance throughout all
of its operations and continues to implement
appropriate compliance programmes. As
Matomy’s businesses expand, the costs

of compliance may grow; however, those
costs are kept in close check by a prudent,
proportionate risk-based approach to
compliance.

Matomy Media Group Ltd. Annual Report and Accounts 2015 | 61



Macro Risks

Ongoing
fragmentation

and subsequent
consolidation
within the digital
advertising market

Macro-economics
Vs. revenue

and geographic
diversity

The digital advertising market is rapidly
evolving, complex and fragmented, and is
currently experiencing consolidation, resulting
in increasing competition. Existing and
potential competitors may have significantly
more financial, technical, marketing and

other resources than Matomy has, be able to
devote greater resources to the development,
promotion, sale and support of their products
and services, have more extensive customer
and digital media source relationships than
Matomy has, and may have longer operating
histories and greater name recognition than
Matomy has. As a result, these current and
potential competitors may be better able to
respond quickly to new technologies, develop
deeper customer relationships or offer services
at lower prices. This, in turn, may affect
Matomy's ability to retain existing customers,
attract new customers, obtain competitive
pricing from its digital media sources or
increase its sales and marketing budget.

Matomy’s revenue streams are dependent on
the overall macro-economic environment at
both global and national levels. These could
affect the appetite of its business customers
to use the Group's products/services.
Adverse economic headwinds in the key
business sectors in which Matomy’s business
customers operate could also affect the
Group’s results.

Matomy continually evaluates the state of
the digital advertising market and makes
appropriate and proportionate adjustments to
its business model, products and services to
align the Group’s business with the ongoing
needs of its customers and media partners.
Matomy’s staff continually scans the digital
advertising market for potential M&A and
partnership opportunities, in addition to its
Senior Management serving in a similar
capacity within their respective areas of
operation and expertise.

Although macro-economic trends are out

of Management’s control, at the heart of
Matomy’s growth strategy is the diversification
and geographic expansion of its revenues

(as delivered through both M&A activity and
continued growth of its organic businesses).
Management considers that this revenue and
geographic diversity insulates Matomy against
all but extreme economic circumstances

(as demonstrated by the Group’s continued
growth during recent years).
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Macro Risks

Geopolitical,
economic and
other risks relating
to Matomy’s
domicile and
operations in Israel

Matomy is incorporated under Israeli law,

and its principal executive offices are located
in Israel, In addition, political, economic

and military conditions in Israel directly and
indirectly affect Matomy’s business. Matomy's
commercial insurance does not cover

losses that may occur as a result of events
associated with the security situation in the
Middle East.

Although geopolitical, economic and military
factors relating to Matomy’s domicile and
operations in Israel are out of Management's
control, the Group closely monitors the
ongoing security situation in the Middle East,
both to ensure the safety of its employees and
partners, and to ensure the continuity of its
operations. The Group has made significant
progress in recent years in diversifying its
business operations and has established
particularly strong regional bases of operation
in North America and Europe. In addition,

less than 1% of the Group’s global revenues
come from Israeli-based companies or media
partners; therefore, it is unlikely that any
adverse security or geopolitical situation within
Israel would have a materially adverse effect on
the Group’s long-term financial or operational
stability.
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Group Risks

Matomy’s business

Matomy’s business

M&A: Matomy continues to pursue
opportunities to expand both its geographic
reach and capabilities through mergers

and acquisitions. This activity may not be
successful, and the Group may not achieve
technical and/or other synergies as quickly as
it anticipates.

Privacy and data protection: International
regulatory bodies are increasingly focusing
on online privacy matters and, in particular,
on online activities that use cookies and
other online tools to track users. Additionally,
many governments worldwide are taking

a closer examination of companies’

data collection, protection and storage
procedures. If Matomy does not adequately
protect and manage data it may be exposed
the risk of non-compliance with applicable
laws.

Matomy is accumulating significant M&A
experience in the sector in which it operates
and continues to make valuable resources
available to the team responsible for M&A to
ensure that opportunities are explored and
evaluated appropriately. In addition, Matomy
has established a robust due diligence
process, ensuring both Senior Management
and the Board have appropriate levels of
information regarding M&A targets to make an
informed and prudent decision regarding any
M&A activity.

Matomy continues to invest in legal and
compliance resources in all the jurisdictions
relevant to its business. Management regularly
assess the legal and regulatory requirements
of the Group and adjusts the level of resources
as necessary.
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Matomy’s business

Matomy’s business

Legal risks associated with customers’
and media suppliers’ activities: Matomy
may be exposed to claims brought by third
parties against it, its customers or its digital
media sources. Such claims may allege,

for example, that the digital media on which
its customers’ marketing and advertising
campaigns appear, or the content contained
in such campaigns, infringes, and/or helps
to facilitate the infringement of, the IP or other
rights of third parties, are false, deceptive,
misleading or offensive, or that its customers'’
products are defective or harmful.

Products and media channels diversity:
Constant technological and user behaviour
changes necessitate that Matomy engages
in continuous and sometimes rapid product
development, as well as expansion into new
digital media channels, in line with changes
in consumers’ digital media consumption
habits.

Given the size of Matomy’s performance
advertising network, it is impossible to police
the content, intellectual property or other
digital media rights of every digital media
source that is part of the Group’s performance
advertising network. However, Matomy has

a robust intermal policy relating to dealing

with claims brought by third parties against

it, its customers or its digital media sources.
Matomy continues to invest in legal and
compliance resources in all the jurisdictions
relevant to its business to ensure that it acts in
accordance with applicable legal standards.

Matomy continues to invest in developing its
internal media channel capabilities, products,
services and technologies to diversify

the Group's business activities. No single
customer contributes more than 8% of Group
revenues, No consumer vertical contributes
more than 14% of revenues, and no single
digital media source contributes more than 5%
of aggregate media costs.
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Group Risks
Risk area

Matomy’s
technology and
operations

Potential impact

Reliance on key technologies

and operations, integrations and
development: Matomy’s business is naturally
reliant on its technology and operational functions
to support and develop its platforms, systems and
infrastructure to meet the needs of the Group’s
businesses. At any given time Matomy Undertakes
a number of strategically significant development
activities, and failure or delay in delivering them
could have an adverse effect on the Group’s results
or prospects. Some of these activities are complex,
cutting-edge and require substantial innovation.
Matomy is also working continuously to integrate
its multiple organic and acquired platforms,
technologies and operations so to derive maximum
value and efficiency from its assets. Some of these
integrations are operationally and technologically
complex and all change is inevitably accompanied
by risk; if not executed successfully or on time
scales anticipated, Matomy may fail to realise the
full potential value of, and synergies between, its
constituent parts and this may affect its economic
performance.

Matomy is also highly conscious of the risks
associated with changes in the availability of,

or support for, key third-party technologies and
services that are critical to the Group’s operations,
particularly the effectiveness of the Matomy
Performance Platform; the need to give continuous
focus to ensuring that it has adequate disaster
recovery plans and facilities; appropriate security
technology and associated policies; and the
capabilities necessary to support its technological
operations and sufficient and experienced
personnel capable of managing the risks
associated with running (whilst integrating) multiple
technical platforms. Failure of or defects in any one
or more of these aspects of Matomy’s operations
could affect continuity of those operations and the
Group’s results.

Mitigation

Matomy devotes significant management
time and resources to the identification and
mitigation of risks relating to its technology
and operations which are key to its
businesses. It has significant experience in
these matters and Management regard the
technological and operational risks faced by
the Group as being in line with expectations
in the context of a fast-growing and
acquisitive business.
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Group Risks
Risk area

Matomy’s financial
affairs and its
people

Potential impact

Exchange risk: A significant portion of
Matomy’s revenues and costs are in dollars
and euros, and the Group is increasingly
exposed to trading in other currencies.
Matomy could be exposed to adverse
movements in the currencies in which it
trades.

Tax: Adverse changes in taxation could
affect Matomy’s results and the Group could
be exposed to a variety of tax risks in various
countries.

Organisational change: As Matomy
continues to expand and mature it

will engage in sometimes substantial
organisational change to ensure that

its people structure and resources are
appropriate for its needs. Organisational
change programmes carry an inherent
degree of risk. Matomy may not always be
able to effect change as rapidly or in the
manner it anticipates. Delays or unexpected
changes to change programmes may affect
the Group’s operations and its results.

Mitigation

Management prepare cash flow forecasts
by currency and by applying the Board-
approved hedging policy to Matomy’s cash
flow. Management will continue to carefully
monitor the Group’s cash flow and consider
alternative arrangements if there is a material
unhedged exposure.

Management work closely with external tax
advisers on an ongoing basis to mitigate tax
risks.

Matomy has a robust and highly competent
global Human Resources function that
works closely with Senior Management

to ensure any and all organisational

change programmes are initiated and
managed properly to support and help
grow the business. At the instruction of

the Remuneration and Audit Committees,
Matomy is also putted in place succession
and retention plans for its management.

Matomy Media Group Ltd. Annual Report and Accounts 2015 | 67



Group Risks

Investment in
new areas and/
or significant
acquisitions

Credit risk
associated with
payments made
to digital media
sources

Significant investments in new products,
services, capabilities and/or geographies
may fail to generate a return. Failure to
generate anticipated revenue growth,
synergies and/or cost savings from significant
acquisitions could lead to significant goodwill
and intangible asset impairments.

Matomy cultivates long-term relationships of
trust with its digital media sources, including
by committing to pay them for all bona

fide transactions, regardless of when and
whether Matomy is paid by its customers.
However, Matomy’s customers typically only
pay at the end of an agreed payment cycle
according to the agreed payment terms, and
contingent on Matomy delivering specific,
agreed upon results. Even if Matomy is not
paid by one of its customers it must pay its
digital media sources from its operating cash
flow.

Investments in new areas typically leverage
existing expertise and experience built up
over many years. Capital requirements are
relatively low and investment is managed in
stages such that it is not finally committed
until there is good visibility of a return.
Significant acquisitions are approved by the
Board following pre-acquisition due diligence.
Post-acquisition performance of significant
acquisitions is closely monitored to ensure
corrective action can be taken in the event of
deviations from expected performance.

Matomy continually works with its digital
media sources and customers to mitigate
risks between incoming payments from
customers for its services and outgoing
payments to media sources. The Group
continues to generate positive cash flow from
its operations, thereby mitigating its credit
risk from payments made to its digital media
sources.
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Corporate and
o0Clal Responsioility

Matomy continues to buld upon its long history of giving back to the
communities in which it operates, whilst ensuring it provides enriching and
positive experiences 1o its employees and key stakenolders,

The Board considers that the of various subjects to help prepare
management of safety, health, high school students enrolled in the
environment, social and ethical Different Lessons program for the
matters forms a key element of economic realities they will face when 1 & 2| Matomy volunteers worked with local charities in Israel
effective corporate governance which  they graduate from high school. having sports and fun day.
in tum supports the strategy, long-term , , 3| School Children: Matomy volunteers deliver toys and
performance and sustainabllity of the  Matomy's community relations educational materials to students during Children’s Day
business. Matomy's Chief Executive activities are managed by each of 5015,
Officer and Chief Financial Officer its branch offices, with oversight for
are jointly responsible for overall community relations residing within the
responsibility for sustainability within Group's global headquarters in Israel.
the Group. Each month, volunteer groups of
employees in each branch office meet
Communities and charities to review requests and opportunities
Matomy has had a proactive for Matomy’s participation in various
communities and charities initiative community relations and charitable
since its foundation. This activity activities that the Group can help
continues to grow and evolve, support. By allowing its branch offices
particularly now that the Group has to coordinate specific community
operations in several countries. relations and charitable activities
For the year, Matomy contributed within their home markets, Matomy is

approximately $50,000, in aggregate,  better able to hamess the energy and
to charities in the countries in which it enthusiasm of its employees to benefit
operates. the communities in which it operates.

Throughout 2015, Matomy offices
around the world partnered with a
number of charities. At Matomy's
global headquarters in Tel Aviv, the
Group partnered with local charity
Different Lessons. Matomy employees
volunteered to teach special classes
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Environment
Each of Matomy's branch offices has established
environmental plans that help minimize Matomy’s

environmental footprint. This plan is managed by the office

administrator and/or Managing Director/Senior Manager
of each branch office, along with a volunteer group of

employees who meet regularly and whose aim is to reduce

energy and raw material usage throughout Matomy's
worldwide operations to support environmental and
financial performance.

Matomy implemented a number of inttiatives in 2015 to
support this aim, including:

paper, plastics and aluminium recycling in all
offices;

bottle redemption service whereby Matomy

donates funds received from bottle tax refund

to local charities,
installation of LED lighting at the Group's Tel
Aviv office, and

Greenhouse gas emissions data
For period from January 2015 to 31 December 2015

automated timing and turn-off of all air
conditioning units at the Group’s Tel Aviv and

New York offices to help minimise its electricity

use.

Greenhouse gas emissions

This section includes our mandatory reporting of
greenhouse gas emissions. The methodology used to
calculate our emissions is based on the GHG Protocol

Corporate Standard. Emissions reported correspond with

our financial year. Matomy leases all of its office space
and data centres; therefore, only emissions from those

properties for which Matomy is responsible for are included

in this report. Emissions are predominantly from gas
combustion and electricity used at our offices and data
centres.

In order to express our annual emissions in relation to a
quantifiable factor associated with our activities, we have
used revenue as our intensity ratio as this is a relevant
indication of our growth and is aligned with our business
strategy.

Emissions from: Tonnes of CO2e
Combustion of fuel and operation

of facilities 20.2
Electricity, heat, steam and cooling

purchased for own use 615
Company’s chosen intensity

measurement: tonnes of CO2e

per $m revenue 2.68

Employees

regular team meetings, and the

Employee communications and
involvement

Matomy actively encourages
employee involvement and
consultation and places considerable
emphasis on keeping its employees
informed of the Group’s activities

via formal business performance

information including corporate

updates, regular update briefings,

circulation to employees of relevant

to achieve a common awareness
amongst employees of the financial
and economic factors affecting the

performance of the Group.

Matomy has an established
employee forum through which
nominated representatives ensure
that employees’ views are taken
into account regarding issues that
are likely to affect them. A robust
employee engagement survey
process is also in place to ensure

announcements. This also helps

that employees are given a voice in
the organisation and that the Group
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can take action based on employee
feedback.

Additionally, Matomy has Human
Resources representatives in many
of its worldwide offices, including

a central HR team at its global
headquarters in Israel. This group of
HR employees works collaboratively
to ensure that Matomy’s employment,
health and safety policies are both
uniform and standard whilst also
meeting the regulatory and legal
requirements for each government
jurisdiction in which a specific branch
office operates.

Equal opportunities and human
rights

Matomy's policy is always to

ensure that all persons are treated
fairly irrespective of their age, race
(including colour, nationality, ethnic or
national origins), sexual orientation,
disability, gender including gender
reassignment, religious beliefs or
political opinion, marital and physical
or mental health status or any other
factors including pregnancy and
maternity. The Group endeavours

to provide those who have physical
or mental disabilities with equal
opportunities in the application and
recruitment process, and specific
assistance and arrangements
(including training, career development
and promotion arrangements) to
enable them to work for us wherever
and whenever this is reasonably
practicable.

Matomy recognises the value

of having a diverse workplace,
particularly with respect to gender
diversity. Approximately 66% of the
Group’s employees are male and
34% female. Within Matomy’s Senior
Management team, approximately

46% of the team are male and 54%
female, whilst amongst the Group’s
Board, approximately 89% of the

Directors are male and 11% female.

Health and safety

Matomy is committed to providing a
consistently safe and effective working
environment for all staff, including
contractors, customers and members
of the public. In doing so it will, as a
minimum, comply with local health
and safety legislation, but will exceed
those requirements should it be
appropriate to do so.

Matomy recognises the importance
of health and safety and the positive
benefits to the Group. Matomy has

a health and safety policy which

is communicated to all employees
through a health and safety
handbook, which is regularly reviewed
and updated.

Overall, Group health and safety

is the responsibility of the Chief
Financial Officer. Each member of
Matomy’s Senior Management team
is responsible for giving appropriate
consideration to the health and

safety implications arising out of
decisions or proposals made within
the remit of their respective areas of
corporate responsibility. For subsidiary
companies, health and safety is

the responsibility of the Managing
Directors and/or branch office

Senior Managers who will establish
appropriate and effective systems and
arrangements to ensure compliance
and to achieve the corporate
objectives.

All employees are expected to
exercise personal responsibility
in preventing injury to themselves
and others and to cooperate with

Management in complying with health
and safety legislation.

Supporting students

As a global digital performance-
based advertising company, much of
Matomy'’s success relies on cultivating
a strong group of up-and-coming
junior employees who are well trained
in the skills necessary to thrive in the
digital advertising industry. In order

to build links between Matomy and
local schools and universities, work
experience and placements are
offered to a number of students. In
doing so, Matomy strives to make
work placements positive, challenging
and relevant to participants’ current
studies and their future job prospects.
Students who participate in Matomy’s
work experiences and placements
programme are often hired back as
full-time employees upon completion
of their studies.

Business ethics

Matomy has formal ethics and anti-
pbribery policies which incorporate the
Group’s key principles and standards
governing business conduct towards
its key stakeholder groups. Matomy
believes it should treat all of these
groups with honesty and integrity.
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Gary Hughes

(Charmain, resigned

from the board in
October 2015)

Nadav Zohar

(Chairman),

appointed in
November 2015

Harel Beit-On
Nathalie Schwarz
Second External

Director to be

appointed
(3 Non-Executive

Directors +
Chairman)

Chief Technology Officer

General Counsel

EVP Media

MAT@MY

Media Group Ltd.

BOARD

The Board has delegated
certain responsibilities to
committees

Nomination Executive
Committee Directors

Second External
Director to be Rupert Howell
appointed (Chairman)
(Chairman) Sagi Niri
Nadav Zohar

Ofer Druker

Nadav Zohar,
(Charmain, until
October 2015)

Ofer Druker

(1 Non-Executive
Gary Hughes Director + Chairman
(resigned from the O =0)
board in October
2015)

Nathalie Schwarz
(2 Non-Executive

Directors +
Chairman)

Senior Management Team

SVP Finance
CEQO, Team Internet

CEQO, Optimatic

SVP Business Development & Sales

Company
Secretary

|do Barash

Soard of

rectors

Our business is managed by our Board of Directors. Biographical details of the
Directors and Senior Management as at 30 Aprl 2016 are as follows.

Name Rupert Howell
Title
Biography Rupert Howell, was appointed to act as Deputy Chairman and Senior Independent

Director of Matomy in March 2014. He is currently Group Development Director of
Trinity Mirror plc, the UK’s biggest newspaper group and non-executive Chairman of
the Hey Human/Brave/Closer Group, an independent UK marketing agency.

Previously, he was the Managing Director of the Broadcast and Online division at [TV
plc from 2007 to 2010. Prior to joining [TV plc he held a number of roles at McCann
Erickson from 2003 to 2007, including President of EMEA, Chairman of the UK &
Ireland Group and Regional Director of EMEA Operations.

He was a co-founder of Howell Henry Chaldecott Lury, a UK-based advertising
agency, where he worked from 1987 until 1997 when it was acquired by Chime
Communications plc, where he was Chief Executive Officer from 1997 to 2002,
Prior to founding Howell Henry Chaldecott Lury he was employed by Grey Group,
Young & Rubicam and Ogilvy Group.

He was President of the European Association of Communications Agencies from
2006 to 2007 and President of the Institute of Practitioners in Advertising from 2000
to 2001.

He holds a BSc in Management Sciences from Warwick University.

Year

Appointed 2014

Committee e Nomination Committee (Chairman)
Member-

ship(s)

External Rupert is Group Development

Appointments  Director of Trinity Mirror plc and
Non-Executive Chairman of Hey
Human/Brave Group
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Ofer Druker

Ofer Druker, is the co-founder of Matomy and
currently serves as Chief Executive Officer.
Previously, he was Chief Executive Officer at
Xtend Media, which he co-founded in 2006.
Xtend Media was acquired by Matomy in
2008. Previously, he was President of Soho
Digital International, a subsidiary of Direct
Revenues from 2005 to 2006, and President
of International Sales at Cydoor Desktop
Media, an Israeli company from 1998 to
2005. He was also co-founder of both Soho
Digital Intemational and Cydoor Desktop
Media. He holds a BA in Middle East and
Alfrican Studies from Tel Aviv University.

2007

e Nomination Committee

None



Continued Board of Directors

Name

Title

Biography

Year
Appointed

Committee
Member-
ship(s)

External
Appointments

2

Sagi Niri

Chief Financial Officer / Chief
Operational Officer

Sagi Niri, joined Matomy in 2008 and
currently serves as Chief Operations
Officer. Prior to joining Matomy he was
Chief Controller at McCann Erickson Israel
Group from 2000 to 2008 and a manager at
Deloitte Israel. He holds a BA in Corporate
Finance from the College of Management—
Academic Studies and an MBA in Finance
from Manchester University. He has been

a member of the Institute of Certified Public
Accountants in Israel since 2000.

2008

g

llan Shiloah

Non-Executive
Director

llan Shiloah joined Matomy in 2007 as
Chairman and to date continues to serve
in this role. He is currently Chairman

of McCann WorldGroup, Israel, which
consists of McCann Erickson, Universal
McCann and McCann Digital, and

the Chairman and major shareholder

of TheTime, an investment company
based in Tel Aviv that focuses on young
innovative technology start-ups in the
area of new media.

Previously, he was Chief Executive
Officer of PO.C., a leading Israeli
strategic consulting firm. He holds a BA
and MBA in Economics & Management
from Tel Aviv University.

2007

llan is Chairman of McCann
WorldGroup Israel and The Time.
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Harel Beit-On

Deputy Chairman &
Non-Executive
Director

Harel Beit-On, was appointed to act as
a Non-executive Director of Matomy

in July 2010. He is a cofounder of

the Viola Group, an Israeli technology
orientated private equity investment
group and a shareholder of Matomy.
He is currently Chairman of the TASE-
listed B. Gaon Holdings Ltd, an holding
company focused on the Water &
Ag-Tech markets, and serves as an
active board member of a number

of portfolio companies of the Viola
Group. Previously, he held a number
of roles, including Chief Executive
Officer, President and Chairman, at the
previously NASDAQ-listed Tecnomatix,
a leading software provider, from

1985 to 2005 before it was acquired
by UGS. He was also Chairman of

the previouslyNASDAQ listed ECtel,

a provider of Integrated Revenue
Management solutions, from 2004 to
2006. He holds a BA in Economics
from the Hebrew University and an MBA
from the Massachusetts Institute of
Technology.

2010

e Audit Committee

Harel is chairman of Lumenis and
serves as an active board member
of a number of portfolio companies
of the Viola Group.
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Continued Board of Directors

Name

Title

Biography

Year
Appointed

Committee
Member-
ship(s)

External
Appointments

Nadav Zohar

Independent Non-
Executive Director

Nadav Zohar was appointed as an
independent Non-executive Director

of Matomy in March 2014. He is a
Global head of Corporate Development
at Gett. Previously, Nadav was Senior
Consultant of Impact Equity Corporation,
Chairman of Soluto and also held a
number of senior management roles at
Morgan Stanley and Lehman Brothers.
Nadav holds an MSc in Finance from the
London Business School and an LLB
from the University of Reading.

2014

e Audit Committee
e Remuneration Committee
e Nomination Committee

Nadav serves on several boards
of portfolio growth media and
technology companies managed
by Impact Equity Corporation.

Nathalie Schwarz

Independent Non-
Executive Director

Nathalie Schwarz, was appointed to act as a
Non-executive Director of Matomy in March
2014. She is currently a non-executive
director of the Main Market-listed Wilmington
Group plc, a provider of information,
compliance and education services for
professional markets in the United Kingdom
and internationally and served in the past as
a non-executive director of Photon Kathaas
ple, a Singaporean company specialising

in the production and distribution of Indian
films. Previously, she was Commercial and
Corporate Development Director at Channel
4 Television Corporation from 2005 to

2011, nonexecutive director of Amiad Water
Filtration Systems Ltd. from 2005 to 2008
and Chief Executive of Channel 4 Radio from
2005 to 2007, Prior to joining Channel 4,
she was Group Strategy and Development
Director at Capital Radio plc from 2001 to
20056 and was also its company secretary
and general counsel from 1998 to 2001. She
was an associate at the international law firm
Clifford Chance LLP from 1993 to 1998. She
holds an LLB (Hons) from the University of
Manchester.

2014

e Audit Committee
® Remuneration Committee

Nathalie is Non-Executive Director of
Wilmington Group plc and Photon
Kathaas plc.

Rishad Tobaccowala

Independent Non-
Executive Director

Rishad Tobaccowala, was appointed

to act as a Non-executive Director of
Matomy in February 2014. He is Chief
Strategist and member of the Directoire+

of Publicis Groupe, the world's third largest
communication firm where he helps drive

a business and marketing transformation
agenda. Tobaccowala was most recently
the Chairman of DigitasLBi and of Razorfish,
two global firms owned by the Publicis
Groupe focused on marketing and business
transformation. Rishad was also the Chief
Strategy and Innovation officer of VivaKi, a
global leader in digital advertising solutions.
Over his 34 year career in marketing,
Tobaccowala and has worked, helped grow,
founded/co-founded or incubated for a
variety of companies including Leo Bumett,
Starcom, SMG Next, Starcom IP, Giant Step,
Play, and Denuo.

2015

Rishad is Chairman of The
Tobaccowala Foundation and board
member of the Wharton Future of
Advertising Project.
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Jirectors’

IDO BARASH
Company Secretary

Principal activities

Matomy was incorporated in Israel as a private limited liability
company. Its registered office is situated in Israel and its registered
number is 513795427, The principal legislation under which
Matomy operates is the Israeli Companies Law 5759-1999 (the
“‘Israeli Companies Law” or the “Companies Law”).

The principal activity of the Group is digital performance-based
advertising. Matomy is the holding company of the Group. Its
principal subsidiary undertakings are: Matomy Media Ltd. (100%
ownership); Matomy USA Inc. (100%); Avenlo Inc. (70%); Matomy
Social Ltd. (80%); Team Intemet AG (70%) and Optimatic Inc.
(100%).

Strategic report

Pursuant to sections 414A-D of the Companies Act 2006, the
business review has been replaced with a strategic report,

which can be found on pages 24 to 73. This report sets out the
development and performance of Matomy’s business during the
financial year, the position of the Group at the end of the year and
a description of the principal risks and uncertainties facing the
Group.

UK Corporate Governance Code

Matomy’s statement on corporate governance can be found in the
Corporate Governance Report and the Audit Committee Report
on pages 86 to 97. The Corporate Governance Report and the
Audit Committee Report form part of this Directors’ Report and are
incorporated into it by reference.
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Results and dividends

Matomy's audited Financial Statements for 2015 are set out
on pages 114 to 165. Revenue during 2015 amounted to
$271.0 million (2014: $237.4 million).

Matomy does not anticipate paying any dividends in the
foreseeable future.

Post-balance sheet events

There have been no balance sheet events that either require
adjustment to the Financial Statements or are important in the
understanding of Matomy's current position.

Share capital

As at 31 December 2015, the authorised share capital of
Matomy was 4,305,000 New Israeli Shekels divided into
430,500,000 Ordinary Shares, par value NIS 0.01 per share.
The issued share capital was 93,093,626 ordinary shares.

As at the date of this report, Matomy had been notified of the
following significant holdings of voting rights in its ordinary
shares in accordance with the Financial Conduct Authority's
Disclosure and Transparency Rules:

Publicis Groupe B.V.
llan Shiloah

Viola AV Adsmarket L.P

22,326,246 23.86%
11,117,555 11.88%
9,028,245 9.65%

At the Extraordinary Meeting of the Shareholders of Matomy,
held on 27 October 2015, Shareholders approved that, the
Directors are authorised to allot and issue, amongst other, the
following:

e up to an aggregate nominal amount equal to one-third of
the Company’s issued share capital as of

the date of the 2015 Annual General Meeting

e up to an aggregate nominal amount equal to two-thirds of
the Company’s issued share capital as of

the date of the Annual General Meeting (such amount to be
reduced by the aggregate nominal

amount of any securities issued under sub-paragraph above)

This authority expires at the conclusion of

the Company’s next annual general meeting or the date
that is 156 months after the date of such resolutions and
the conclusion of the next Annual General Meeting of
Matomy, save that Matomy may before such expiry seek
board approval to extend the term of the authority. At the
forthcoming Annual General Meeting, the Directors of
Matomy will seek authority to extend this authorisation.

Interests in own shares

As at 31 December 2015, (i) 65,625 Ordinary Shares were
held by Matomy; (i) 9,693,250 Ordinary Shares were held by
Matomy Media Ltd., a wholly-owned subsidiary of Matomy;
and (i) 1,211,236 Ordinary Shares were held by Team
Interet AG, a principal subsidiary of Matomy (collectively, the
‘Dormant Shares”). In accordance with the Israeli Companies
Law, the Dormant Shares are classified as dormant shares
with no voting rights for so long as they are held by Matomy
or any of its subsidiaries.

Research and development

Innovation is important to the future success of Matomy

and to the delivery of long-term value to shareholders.
Matomy’s research and development expenses consist
primarily of personnel costs attributable to certain members
of the technology team, third-party IT services associated
with the ongoing development of Matomy's technology, in
particular the Matomy Performance Platform, and, to a lesser
extent, the allocation of other attributable personnel and
associated costs, including share-based compensation, as

Matomy Media Group Ltd. Annual Report and Accounts 2015 | 81



well as depreciation and amoritisation.
Successfully developed technology
platforms are used to develop new
products and services, and to improve
and extend the functionality and scope
of the Group’s operations.

Going concern

After making appropriate enquiries,
the Directors have a reasonable
expectation that Matomy has
adequate resources to continue

in operational existence for the
foreseeable future. Accordingly, the
Financial Statements have been
prepared on a going concem basis.

Directors

Matomy’s Board of Directors is
responsible, inter alia, to determine
the policy of the Group and supervise
the performance of the functions

and acts of the Senior Management
within that framework, and to
determine the Group’s plans of action,
principal activities for funding them
and the priorities between them;

to examine the Group's financial
status, and set the credit limits
applicable to Matomy; to determine
the organisational structure of the
Group and its wage policy; and shall
be responsible for preparing financial
reports and certifying them. Matomy
has established properly constituted
Audit, Remuneration and Nomination
Committees of the Board (in
accordance with the Israeli Companies
Law), which have formally delegated
duties and responsibilities.

The UK Corporate Governance Code
recommends that at least half the
directors of the board of a UK-listed
company, excluding the Chairman,
should comprise non-executive
directors determined by the Board

to be independent in character and

judgement and free from relationships
or circumstances which may affect, or
could appear to affect, the Director's
judgement. The Israeli Companies
Law requires Matomy to appoint

at least two External Directors. The
Israeli Companies Law also requires
the Board to determine the minimum
number of board members who

are required to possess accounting
and financial expertise; one of such
persons must be an External Director.
In determining the number of board
members required to have such
expertise, the Board must consider,
amongst other things, the type and
size of the business and the scope
and complexity of its operations.

As at the date of this report, the
Board has eight members: the
Non-Executive Chairman (Rupert
Howell); two Executive Directors
(Chief Executive Officer Ofer Druker
and Chief Operational Officer/ Chief
Financial Officer Sagi Niri); and five
Non-Executive Directors (Harel Beit-
On, llan Shiloah, Nathalie Schwarz,
Rishad Tobaccowala and Nadav
Zohar). Rishad Tobaccowala, who is
the global Chief Strategist of Publicis
Groupe, joined Matomy’s Board of
Directors in February 2015 following
Matomy and Publicis Groupe entering
into a strategic affiliation in October
2014. The biographical details of
each of the Directors are set out

on pages 77 and 79, and details

of their membership of the Board's
committees are set out further in this
report.

Rupert Howell is the Non-Executive
Chairman of the Board and Harel

Beit -On is the Senior Independent
Director, who also acts as Deputy
Chairman. Matomy’s external directors
are Nadav Zohar and Harel Locker.

82 | Matomy Media Group Ltd. Annual Report and Accounts 2015

Subject to law and the Group’s
Articles of Association, the Directors
may exercise all of the powers of the
Group and may delegate their power
and discretion to committees.

Matomy’s Articles of Association
give the Directors power to appoint
and replace Directors. Under the
terms of reference of the Nomination
Committee, any appointment to

the Board of Matomy must be
recommended by the Nomination

Committee for approval by the Board.

The Articles of Association also
states that all Directors (other than
External Directors) shall be elected
at the Annual General Meeting or at
an Extraordinary General Meeting of
the company by ordinary resolution.
Each Director shall serve until the
first Annual General Meeting that
follows the Annual General Meeting
or Extraordinary General Meeting at
which such Director was elected,
where such Director may, subject to
eligibility, offer him- or herself up for
re-election.

In relation to the External Directors

of the company, under the Israeli
Companies Law, the term of office

of an External Director shall be three
years, and the company may appoint
him or her for two further consecutive
terms of three years each.

In accordance with the UK Corporate
Governance Code, the Board has
reserved certain matters which can
only be decided by the full Board. In
addition, the Board has established
Audit, Nomination and Remuneration
Committees (in accordance with the
Israeli Companies Law) with formally
delegated duties and responsibilities
within written terms of reference. If
the need should arise, the Board

may set up additional committees, as
appropriate.

The Board has a formal schedule of
matters reserved to it for decision and
approval which include, but are not
limited to:

e the Group’s business strategy;

e annual budget and operating plans;
* major capital expenditure and
acquisitions;

e the systems of corporate
governance, internal controls and risk
management;

e the approval of the interim and
annual financial statements and interim
management statements; and

e any interim dividend and the
recommendation of any final dividend.

Audit Committee

The Board’s Audit Committee has
been structured to comply with

the recommendations of the UK
Corporate Governance Code and the
requirements of the Israeli Companies
Law. The Audit Committee’s terms

of reference covers issues such

as membership, the right to attend
meetings, the frequency of meetings
and quorum requirements. The terms
of reference also set out the Audit
Committee’s duties (including under
Israeli Companies Law) and the
authority to carry out its duties.

The duties of the Audit Committee
include:

e monitoring the integrity of Matomy’s
financial statements;

e reviewing the adequacy and
effectiveness of Matomy’s financial
controls and internal controls and risk
management policies and systems;

° making recommendations
concerning the appointment of the
internal auditor and external auditor,;

® reviewing and monitoring the
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internal audit function;

e overseeing Matomy’s relationship
with its external auditor;

e determining whether certain
engagements and transactions are
material or extraordinary;

e determining if non-extraordinary
transactions with a Controlling
Shareholder must be tendered
pursuant to a competitive process;
and

e otherwise approving certain
engagements and transactions
and reporting to the Board on its
proceedings.

The terms of reference also set out
the authority of the Audit Committee to
carry out its responsibilities.

Subject to the provisions of the Israeli
Companies Law, the Audit Committee
shall meet at least four times per year
at appropriate intervals in the financial
reporting and audit cycle, and at
such other times as the Committee
chairman deems necessary.

Nomination Committee

The Board’s Nomination Committee
has been structured to comply with
the recommendations of the UK
Corporate Governance Code. The
Nomination Committee’s terms of
reference cover issues such as
membership, the right to attend
meetings, the frequency of meetings
and quorum requirements. The
terms of reference also set out the
Nomination Committee’s duties and
the authority to carry out its duties.

The duties of the Nomination
Committee include:

e assisting the Board in determining
the appropriate structure, size and
composition of the Board;

e formulating Director and Senior

Management succession plans;

* making recommendations
conceming the nomination and re-
election of the Group’'s Chairman and
other Directors;

e recommending suitable candidates
for the role of Senior Independent
Director and for membership of the
Audit Committee and Remuneration
Committee; and

e reporting to the Board on its
proceedings.

The Nomination Committee shall

meet as frequently as the Committee
chairman deems necessary. Any
member of the Nomination Committee
may request a meeting if he or she
considers that one is necessary.

Remuneration Committee

The Board’'s Remuneration Committee
has been structured to comply with
the recommendations of the UK
Corporate Governance Code and the
requirements of the Israeli Companies
Law. The Remuneration Committee’s
terms of reference covers issues
such as membership, the right to
attend meetings, the frequency of
meetings and quorum requirements.
The terms of reference also set out
the Remuneration Committee’s duties
(including under Israeli Companies
Law) and the authority to carry out its
duties.

The duties of the Remuneration
Committee include:

e recommending to the Board for
approval a compensation policy, in
accordance with the requirements of
the lsraeli Companies Law;

e advising on the development of
incentive-based remuneration plans
and equity-based plans;

e determining whether to approve
transactions concerning the terms of
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engagement and employment of the
Directors, Chief Executive Officer and
other Senior Management;

* approving the design of, and
determining targets for, performance-
related pay schemes and approving
the total annual payments made under
such schemes;

e and making recommendations with
respect to the individual remuneration
packages of the Chairman, Directors,
Chief Executive Officer and Senior
Management.

The Remuneration Committee

shall also produce an annual
remuneration report to be approved
by the Shareholders at the Annual
General Meeting. The Remuneration
Committee shall meet at least two
times per year, and at such other
times as the Committee chairman
deems necessary.

Directors’ remuneration

The Remuneration Committee, on
behalf of the Board, has adopted a
policy that aims to attract and retain
the Directors needed to run Matomy
successiully. Detalils of the Directors’
remuneration are set out on pages 98
and 111 of this report.

Directors’ interests

Details of the Directors’ and their
connected persons’ interests in the
ordinary shares of Matomy are set
out in the Share Capital Section
above. Except for: (i) the warrants
granted to Viola AV Adsmarket L.P
and its affiliated entities to purchase
up to 1,239,735 Ordinary Shares
in aggregate between them at an
exercise price of $1.11 per share;
and (i) the options to purchase up
to 1,518,293 Ordinary Share at an
exercise price of $1.11 per share
granted to llan Shiloah, no Director

has any other interest in any shares or
loan stock of the Group. There were
no transactions with Directors of the
Group and related party transactions
in the financial year ended 31
December 2015. During the year,

no Director had any material interest
in any contract of significance to the
Group’s business.

Directors’ share interests
Directors’ holdings in the shares of
Matomy as at 31 December 2015 are
shown on page 81.

Directors’ insurance and
indemnities

Matomy maintains Directors” and
officers’ liability insurance which gives
appropriate cover for legal action
brought against its Directors.

In accordance with section 236 of
the Companies Act 2006, qualifying
third-party indemnity provisions are in
place for the Directors and Company
Secretary in respect of liabilities
incurred as a result of their office, to
the extent permitted by law.

Management report

The Directors’ Report and Strategic
Report comprises the “management
report” for the purposes of the
Financial Conduct Authority's
Disclosure and Transparency Rules
(DTR 4.1.8R).

Internal controls

The Corporate Governance Report
and Audit Committee Report on
pages 86 to 97 includes the Board's
assessment of Matomy’s system of
internal controls.

Employees
Matomy places considerable value on
the involvement of its employees and
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uses a number of ways to engage
with employees on matters that
impact them and the performance of
the Group. These include frequent
business performance updates by
members of the Senior Management
team for all employees, regular update
briefings for all employees, regular
team meetings, and the circulation to
employees of results announcements
and other corporate announcements.
This also helps to achieve a common
awareness amongst employees of
the financial and economic factors
affecting the performance of Matomy.

Matomy utilises several internal
anonymous forums through which
employees can express issues and
views that are likely to affect them and
their colleagues. A robust employee
engagement survey process is also

in place to ensure that employees are
given a voice in the organisation and
that Matomy can take appropriate
action based on employee feedback.

Equal opportunities

Matomy is committed to providing
equality of opportunity to all employees
without discrimination. The Group
applies fair and equitable employment
policies which seek to promote entry
into and progression within Matomy.
Appointments are determined solely
by application of job criteria, personal
ability, behaviour and competency.

Disabled persons

Disabled persons have equal
opportunities when applying for
vacancies, with due regard to their
skills and abilities. Procedures
ensure that disabled employees are
fairly treated in respect of training

and career development. For those
employees becoming disabled during
the course of their employment,

Matomy is supportive so as to provide
an opportunity for them to remain

with the Group, wherever reasonably
practicable.

In the opinion of the Directors, all
employee policies are deemed to be
effective and in accordance with their
intended aims.

Borrowings

In June 2014, Matomy entered into a
$21.6 million term loan agreement with
an Israeli bank. In relation to this loan,
Matomy is required to comply with
certain covenants, as defined in the
loan agreement and its amendments.
Matomy also has access 1o a line of
credit from the same bank. As of 31
December 2015, this credit line was
not in use.

The line of credit and loans are
secured by way of: () a fixed charge
over Matomy's unpaid equity; and (i)
a floating charge over certain of its
assets of Matomy.

In August 2015, Matomy’s subsidiary
Buyname entered into a term loan of
$1.3 million from a German bank.

As of 31 December 2015, Matomy
was in full compliance with the
financial covenants..

Financial risk management

It is Matomy’s objective to manage
its financial risk so as to minimise the
adverse fluctuations in the financial
markets on the Group’s profitability
and cash flow. The specific policies
for managing each of Matomy’s main
financial risk areas are determined by
the Audit Committee.

Political donations
During 2015, Matomy did not make
any political donations (FY2014: $nil).
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Disclosure of information to
auditor

In accordance with section 418(2) of
the Companies Act 2006, each of the
Group’s Directors in office as at the
date of this report confirms that:

* so far as the Director is aware,
there is no relevant audit information
of which Matomy’s auditor is unaware;
and

® he or she has taken all the steps
that he or she ought to have taken

as a Director in order to make himself
or herself aware of any relevant audit
information and to establish that

the Group’s auditor is aware of that
information.

One of the duties of the Audit
Committee, as mentioned above, is
to review the scope of work of the
auditor and the audit fee and make its
recommendations in these matters to
the Board.

The Group’s auditor is Kost Forer
Gabbay & Kasierer (a member of Ermnst
& Young Global). A resolution to re-
appoint Kost Forer Gabbay & Kasierer
as auditor to Matomy will be proposed
at the forthcoming Annual General
Meeting.

Annual general meeting

As at the publication of this report, no
date has been set for the 2016 Annual
General Meeting of Matomy Media
Group Ltd. Upon confirmation of such
date, a formal notice will be issued by
Matomy to all Shareholders informing
them of the scheduled date of the
Group’s Annual General Meeting.

By order of the Board:
IDO BARASH

Company Secretary
30 April 2016
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The Board is committed to high standards of corporate governance which it
considers to be central to the effective management of the business and to
maintaining the confidence of investors. Matomy complies with all applicable
laws and endeavors to observe the customs and culture in the countries in
which it operates and does business.

Matomy expects all Directors and employees to strive to achieve the highest
standards and to act with respect and integrity. The Board monitors and keeps
under review the Group’s corporate governance framework. In accordance with
the Listing Rules of the UK Listing Authority, Matomy confirms that since

its admission to the High Growth Segment of the London Stock Exchange on
8 July 2014 (the “Admission”) as complied with the relevant provisions set out
in Section 1 of the UK Corporate Governance Code 2012 (“the Code”) to the
extent applicable to it, and the Israeli Companies Law, 5799-1999 (the “Israeli
Companies Law”). Furthermore, following Matomy's recent commencement

of trading on the Tel-Aviv Stock Exchange (the “TASE”) on 16 February, 2016,
Matomy further it will comply with the relevant provisions relating to its trading on
TASE to the extent applicable to it.

This report, together with the Remuneration Committee Report on pages 98 to
99, provides details of how Matomy has applied the principles and complies
with it's legal obligations.

The Board

The Board is collectively responsible for promoting the success of Matomy.
The Board provides leadership for the Group and concentrates its efforts on
strategy, performance, governance and internal control. As at the date of this
report, the Board has eight members: the Non-Executive Chairman (Rupert
Howell), two Executive Directors (Chief Executive Officer Ofer Druker and

Chief Operational Officer/ Chief Financial Officer Sagi Nirf), and five Non-
Executive Directors (Harel Beit-On, llan Shiloah, Nathalie Schwarz, Rishad
Tobaccowala and Nadav Zohar ). Rishad Tobaccowala, who is the global Chief
Strategist of Publicis Groupe, joined Matomy’s Board of Directors in February
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2015 following the entry into a strategic affiliation by Matomy
and Publicis Groupe in October 2014, Gary Hughes
resigned from the board in October 2015. The Board
selected Mr Howell to serve as new Chairman, and Mr Beit
On as Deputy Chairman, effective as of November 2015.
The biographical details of each of the Directors are set out
on pages 76 to 79, and detalls of their membership of the
Board's committees are set out below.

The Board has a formal schedule of matters reserved to it
for decision and approval which include, but are not limited
to:

¢ the Group's business strategy;

e annual budget and operating plans;

® major capital expenditure and acquisitions;

e the systems of corporate govermance, internal control and
risk management;

e the approval of the interim and annual financial statements
and interim management statements; and

e any interim dividend and the recommendation of any final
dividend.

The Board and Audit Committee held four quarterly
scheduled meetings in 2015. Additionally, ad hoc
conference calls and committee meetings were also
convened between scheduled Board meetings to address
specific matters which required the Board's attention, at
which the Group’s strategy was regularly reviewed. Al
Directors participated in discussions relating to

Matomy'’s strategy, financial and trading performance and
risk management.

The Board considers it met sufficiently often to enable the
Directors to discharge their duties effectively. The table
below gives details of Directors’ attendance at Board and
committee meetings in 2015:

Rupert Howell(1) 4/4 - _ B
Harel Beit On(1) 4/4 3/4 - -
llan Shiloach 4/4 _ i} )
Gary Hughes(2) 3/4 3/4 2/3 -
Natalie Schwarz 4/4 4/4 3/3 2/2
Nadav Zohar 4/4 4/4 3/3 2/2
Rishad Tobaccowala(3) 2/4 - . }
Ofer Drucker 4/4 - - 2/2
Sagi Niri 4/4 - _

1) The Board selected Mr Howell to serve as new Chairman, and Mr Beit On as Deputy Chairman

2) Gary Hughes resigned from the board in October 2015.

4) Includes attendance by proxy.

M
@
(3) Rishad Tobaccowala joined the Matomy Board of Directors in February 2015.
(4)
()

5) Nomination Committee and Remuneration committee statistics reflect ad hoc meetings.
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Certain Directors were unable to
attend one or more due to conflicting
engagements.

At the request of any Non-Executive
Director, the Non-Executive Chair-
man will arrange meetings consisting
of only the Non-Executive Directors
to allow the opportunity for any con-
cems to be expressed.

The Board is chaired by Rupert
Howell. The Non-Executive
Chairman is responsible for leading
the Board and its effectiveness.
Ofer Druker and Sagi Niri are

Chief Executive Officer and Chief
Operational Officer/Chief Financial
Officer, respectively, and are jointly
responsible for the execution

of strategy and the day-to-day
management and operations of the
Group. The division of roles and
responsibilities between the Non -
Executive Chairman and the Chief
Executive Officer and Chief Financial
Officer are set out in writing and
agreed by the Board. At the invitation
of the Chairman of the Remuneration
Committee, the Chief Executive
Officer, Chief Finance Officer, SVP
Finance and Company Secretary
may attend meetings

of the Board or its Committee,
except when they have a conflict or
personal interest. No Director is

involved in determining his or her
own remuneration. The Company
Secretary also acts as secretary to
the Committees.

Board balance and indepen-
dence

In accordance with
recommendations of the applicable
sections of the UK Corporate
Govermance Code and the Isragli
Companies Law, at least half of
Matomy's Board is comprised

of Non-Executive Directors who

are determined by the Board

to be independent in character

and judgement and free from
relationships or circumstances which
may affect, or could appear to affect,

the Director’s judgement. Matomy
regards all of the Non - Executive
Directors to be independent for
purposes of the UK Corporate
Governance Code, other than llan
Shiloah, Harel Beit - On and Rishad
Tobaccowala.

In November 2015, Rupert Howell,
formerly Matomy's Deputy Chairman,
was appointed as Matomy’s Non-ex-
ecutive Chairman.

Mr. Howell's appointment as Mato-
my’s Non-executive Chairman was
made, inter alia, in order to comply
with the recommendations of the
Corporate Governance Code that a
chairman meets the independence
criteria set out in the UK Corporate
Governance Code on appointment.

The Directors consider that the
Board has an appropriate balance of
skills and experience by virtue of the

Directors’ varied backgrounds (see
biographical details on pages 76 to
79).

Board appointments

Board nominations are
recommended to the Board by

the Nomination Committee under
its terms of reference (see below
regarding the appointment of Mr.
Rishad Tobaccowala All Directors,
excluding External Directors (as
defined in the Israeli Companies
Law), are subject to re-election by
shareholders at the Annual General
Meeting following their appointment
and thereafter to re-election at
each annual general meeting, in
accordance with Matomy’s Articles
of Association and the Isragli
Companies Law. Each external
director is appointed for an initial
three-year term, in accordance with
Matomy’s Articles of Association and
the Israeli Companies Law. At the
annual general meeting (the "AGM’)
held on 27 October 2015 each of
Mr. llan Shiloah, Mr. Rupert Howell,
Mr. Harel Beit-On, Mr. Rishad
Tobaccowala, Ms. Nathalie Schwarz,
Mr. Ofer Druker and Mr. Sagi Niri
were reappointed as members of
the Board of Directors with their
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appointment to remain in effect until
the next AGM.

At an extraordinary general meeting
held on 27 April 2016, Mr, Harel
Locker was appointed as an
“External Director” (as defined in the
Israeli Companies Law) for a term of
three years.

Information and professional
development

On appointment, Independent
Directors receive a full, formal and
tailored induction, including meetings

with members of the Management
team and briefings on particular
issues. As an ongoing process,
Directors are briefed and provided
with information concerning major
developments affecting their roles

and responsibilities. In particular, the
Directors’ knowledge of Matomy’s
worldwide operations is

regularly updated by arranging
presentations from Senior
Management throughout the Group.

The Non-Executive Chairman and
Executive Directors consult with
each Non-Executive Director to
ensure they are all able to allocate
sufficient time to the Group to
discharge their responsibilities.

The Non-Executive Chairman liaises
with the Company Secretary to
ensure that the Board is supplied in
a timely manner with information in a
form and of a quality appropriate to
enable it to effectively discharge its
duties.

Directors are also supplied with a
monthly financial report and receive
ongoing updates from the Chief
Executive Officer, who provides the
Board with information on operational
and financial performance and the
Group’s business plans. During

the months during which there is

no scheduled Board meetings, the
Board conducts monthly telephone
Board update calls. All Directors are
able to consult with the Company
Secretary. The appointment and
removal of the Company Secretary
is a matter reserved for the Board as
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a whole. Directors may obtain, in the furtherance of their duties, independent professional advice, if necessary, at the Group’s
expense. In addition, all Directors have direct access to the advice and services of the Company Secretary.

Board performance evaluation

The Board recognises that it is required to regularly undertake a formal and rigorous review of its performance and that of its
committees. The Board engages in continuous self-assessment and analysis of its effectiveness.

Board committees

The Board is supported by several committees, including the following principal committees: Audit Committee, Remuneration
Committee and Nomination Committee. All the Independent Non-Executive Directors are members of each of the principal
committees of the Board. Details of the work of the Audit and Remuneration Committees during the year are given in the reports
of those Committees on pages 86 to 97. Information pertaining to the work of the Nomination Committee during the year can
be found on pages 98 to 99.

The Directors who serve on each of the Committees are set out below:

Mr Zohar (Chalr) Mr Locker (Chair) Mr Howell (Chair)

[Mr Locker] Mr Zohar Mr Zohar
Ms Schwarz Ms Schwarz Mr Drucker
Mr Beit-On

The terms of reference of each of the principal committees are available on request by writing to the Company
Secretary at the Group's registered address.

The committees, if they consider it necessary, can engage with third-party consultants and independent professional
advisers and can call upon other resources of the Group to assist them in developing their respective roles.(2) Gary
Hughes resigned form the board in October 2015, Following his resignation, the Board appointed Mr. Zohar as
Chairman of the Audit committee. In accordance with the Articles of Association of the Company, the Board selected
Mr Howell to serve as new Chairman, and Mr Beit On as Deputy Chairman in October 2015.

(1) Mr. Harel Locker was appointed as an “External Director” (as defined in the Israeli Companies Law) for a term of
three years at the extraordinary general meeting held on 27 April 2016
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Audit Committee

The Audit Committee comprises four Independent Non-Executive Directors.
The table below gives details of Directors’ attendance at Audit Committee
meetings in 2015,

Gary Hughes 3/4

Nadav Zohar 4/4

Nathalie Schwarz 4/4
NADAV ZOHAR ,

Harel Beit- On 3/4

Chairman of the Audit Committee

Includes participation by proxy

The main roles and responsibilities of the Audit Committee are set out in
written terms of reference. The Audit Committee’s terms of reference cover
issues such as membership, the right to attend meetings, the frequency

of meetings and quorum requirements. They also set out the Audit
Committee’s duties (including under the Israeli Companies Law) and the
authority to carry out its duties.

Our board of directors has determined that Mr. Zohar has the requisite
financial expertise to serve as the Chairman of our audit committee.
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The duties of the Audit
Committee include:

e monitoring the integrity of Matomy’s
financial statements;

e reviewing the adequacy and
effectiveness of Matomy's financial
controls and internal control and risk
management policies and systems;
* making recommendations
conceming the appointment of the
internal auditor and external auditor;
e reviewing and monitoring the
internal audit function;

e overseeing Matomy’s relationship
with the external auditor;

e determining whether certain
engagements and transactions are
material or extraordinary;

* determining if non-extraordinary
transactions with a Controlling
Shareholder must be tendered
pursuant to a competitive process;
and

e otherwise approving certain
engagements and transactions

and reporting to the Board on its
proceedings.

The Board is satisfied, in accordance
with the provisions of the Israeli
Companies Law, that at least one
member of the Audit Committee

is qualified as a “financial and
accounting expert”, pursuant to the
requirements of the Israeli
Companies Law. Given the nature
of the Senior Management positions
previously held by the Committee’s
Chairman, Nadav Zohar fulfills this
requirement (see biographical details
onpages 7710 79).

Operation of the Audit
Committee

The Audit Committee met four
scheduled times in 2015. The
attendance record of Committee
members is recorded in the table
above. At the invitation of the
Chairman of the Audit Committee,
the Chief Executive Officer, the Chief
Financial Officer, the Chairman of
the Board and the Group’s external
auditors regularly attend meetings.
The Audit Committee is responsible
for reviewing and monitoring the
effectiveness of Matomy's interal
control procedures and risk
management systems. The Audit
Committee is also responsible for
assessing whether Matomy requires
an internal audit function.

Financial statements and
significant accounting matters
The Audit Committee is responsible
for reviewing the appropriateness

of Matomy’s half-year reporting and
annual financial statements. It does
this by considering, amongst other
things, the accounting policies and
practices adopted by the Group;

the correct application of applicable
financial reporting standards and
compliance with broader governance
reporting requirements; the approach
taken by management to report the
key judgemental areas of reporting
and the comments of the external
auditor on management’s chosen
approach.

During the year under review, the

Audit Committee was presented

by the Group’s Management

with updates of Matomy’s current
internal control procedures and

risk management systems. The
Audit Committee is satisfied that

the current arrangements and
Matomy's internal controls and

risk management systems are
appropriate. The Audit Committee
considers that the Group has
continued to make good progress
with respect to the issues
considered during the year, resulting
in better process, understanding
and awareness combined with a
greater engagement right across
the business. The debate on risk,
risk tolerance and risk appetite will
continue to be a focus for the Board
and the Committee during 2016 and
beyond.

Corporate governance

The Board requested, and the Audit
Committee has advised, that the
Annual Report and the Financial
Statements, taken as a whole, are
fair, balanced and understandable
and provide the information
necessary for shareholders to
assess Matomy’s performance,
business model and strategy.

External auditor

Matomy’s external auditor, Kost Forer
Gabbay & Kasierer (a member of
Ermnst & Young Global), attends
various meetings of the Audit
Committee.

It is the responsibility of the Audit
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Committee to provide oversight

of the external audit process and
assess the effectiveness, objectivity
and independence of the external
auditor.

The Audit Committee reviewed the
following to provide oversight

of the external audit process:

e the terms, areas of responsibility,
associated duties and scope of

the audit as set out in the external
auditor's engagement letter for the
forthcoming vear;

e the external auditor's overall work
plan for the forthcoming year;

e the external auditor's fee proposal;
e the major issues that arose during
the course of the audit and their
resolution;

e key accounting and audit
judgements and estimates;

e the levels of errors identified during
the audit; and

* recommendations made by the
external auditor in their management
letters and the adequacy of
management's response.

e The Audit Committee reviewed the
independence of the auditor having
regards to:

e a report from the external auditor
describing their arrangements to
identify, report and manage any
conflicts of interest; and

¢ the extent and nature of non-audit
services provided by the external
auditor.

The Audit Committee is responsible
for the development, implementation

and monitoring of policies and
procedures on the use of the
external auditor for non-audit
services, in accordance with
professional and regulatory
requirements.

These policies are kept under
review to ensure that Matomy
benefits in a cost-effective manner
from the cumulative knowledge
and experience of its auditor whilst
also ensuring that the auditor
maintains the necessary degree of
independence and objectivity.

During the year under review,
Matomy's external auditor, Kost Forer
Gabbay & Kasierer, performed a
variety of non-audit services. A
significant proportion of non-audit
services related to the following:

* reviewing Matomy's half-year
reporting;

e the provision of tax compliance
services in relation to both direct and
indirect taxation;

e the provision of advice and
documentation in relation to
Matomy’s preparation and
subsequent admission to the High
Growth Segment of the London
Stock Exchange'’s Main Market; and
e the provision of regulatory advice in
relation to documentation and
control.

The assurance provided by
Matomy's auditor on the items
above is considered by the Group
as strictly necessary in the interests
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of the Group. The level of non-audit
services offered reflects the auditor's
knowledge and understanding of
Matomy’s operations. Matomy has
also continued with the appointment
of other accountancy firms to provide
certain non-audit services to the
Group in connection with tax and
regulatory advice and anticipates that
this will continue for the foreseeable
future .

The provision of tax advisory
services, due diligence and
regulatory advice is permitted with
the Audit Committee’s prior approval
in line with the approval limits set out
above. The provision of internal audit
services, valuation work and any
other activity that could result in the
external auditor reviewing and relying
on its own work and conclusions

is prohibited. Kost Forer Gabbay &
Kasierer was not engaged during the
year to provide any services which
would have given rise to a conflict of
interest.

The Audit Committee considers the
effectiveness of the external audit
process on an annual basis,
reporting its findings to the Board
as part of its recommendation.
This process is completed
through completion of a detailed
questionnaire (which includes
consideration of the audit partner,
the approach, communication,
independence, objectivity and
reporting). This is completed by
members of the Audit Committee

and senior members of Matomy’s
finance team who regularly interact
with the external auditor. The results
of the questionnaire are reported

to and discussed by the Audit
Committee. It also assessed the cost
effectiveness and value-for-money
aspect of the audit.

The Audit Committee holds private
meetings with the external auditor as
required to discuss review key issues
within their sphere of interest and
responsibility.

The Audit Committee considered
the length of Kost Forer Gabbay &
Kasierer's tenure and the results

of the detailed guestionnaire when
assessing its continued
effectiveness, independence and
re-appointment.

The Committee continues to remain
satisfied with the work of Kost

Forer Gabbay & Kasierer and that

it continues to remain independent
and objective. The Committee has
therefore recommended to the Board
that a resolution is put to
shareholders recommending

its reappointment together with
their terms of engagement and
remuneration at the Annual General
Meeting of Matomy.

This will continue to be assessed on
an annual basis.

Accountability
The Board acknowledges that this
report should present a fair, balanced

CORPORATE
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and understandable assessment of
Matomy’s position and prospects.

In this context, reference should be
made to the Directors’
Responsibilities Statement, which
includes a statement in compliance
with the Code regarding Matomy’s
status as a going concern, and to
the independent auditor’s report
which includes a statement by the
auditor about their reporting
responsibilities.

The Board recognises that its
responsibility to present a fair,
balanced and understandable
assessment extends to interim and
other price-sensitive public reports
and reports to regulators as well as
information required to be presented
by law. At the request of the Board,
the Audit Committee considered
whether the 2015 Annual Report is
fair, balanced and understandable,
and whether it provided the
necessary information for
shareholders to assess Matomy’s
performance, business model and
strategy. The Audit Committee is
satisfied that, taken as a whole,

the Annual Report is indeed fair,
balanced and understandable.

Internal controls

The Board acknowledges that it is
responsible for Matomy’s system

of internal controls, and the Audit
Committee reviews its effectiveness.
Such a system is designed to
manage rather than eliminate the risk

of failure

to achieve business objectives,

and can provide only reasonable
and not absolute assurance against
material misstatement or loss. The
Audit Committee has reviewed the
effectiveness of the key procedures
which have been established to
ensure interal control. As part of this
review there are procedures
designed to capture and evaluate
failings and weaknesses, and in the
case of those categorised by the
Board as significant, procedures
exist to ensure that necessary action
is taken to remedy the failings.

The Board confirms that there is

an ongoing process for identifying,
evaluating and managing the
significant risks faced by the Group.
The process is regularly reviewed by
the Audit Committee which reports
its findings for consideration by the
Board.

The key procedures operating within
Matomy were as follows:

e during the year under review, the
Audit Committe met to evaluate risk
and consider the appropriateness of
Matomy's risk assessment systems
and internal control policies;

* Matomy maintains a risk register
which cover the strategic and
operational business risks. This
register is updated on an ongoing
basis, and is presented to the Audit
Committee no less often than a
quarterly basis;

e The senior executives of Matomy
report to the Executive Directors on
a regular basis regarding ongoing
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financial and operational progress
within the respective business units
and functions they manage;

¢ the significant risks faced by the
Group are considered regularly by
Matomy’s Board, which is

charged with the development

and implementation of appropriate
monitoring and mitigation plans,
where appropriate.

Matomy has established policies
and procedures designed to ensure
adequate levels of customer credit
controls;

* Matomy has a comprehensive
system of budgetary and
reforecasting control, focused on
monthly performance reporting which
is at an appropriate detailed level. A
summary supported by commentary
and performance measures is
presented to the Board each month.
The performance measures are
subject to review to ensure that

they provide relevant and reliable
indications of business performance;
* Matomy has established

procedures for the delegation of
authority;

° Matomy’s business units operate
within a framework of policies and
procedures which are maintained
online, and cover key issues such as
inside training, conflicts and ethics;
and

* Matomy has established policies
and procedures designed to ensure
the maintenance of accurate
accounting records sufficient to
enable the preparation of
consolidated financial statements,

in accordance with the financial
reporting frameworks applicable to
the Group, the main feature of which
is a structured system of review and
approval by Management and the
Board.

Internal auditor

The Israeli Companies Law requires
the Board to appoint an internal
auditor who is recommended by the
Audit Committee. An internal auditor
may not be:

® a person (or a relative of a person)
who holds 5% or more of Matomy’s
outstanding Ordinary Shares or voting
rights;

® a person (or a relative of a person)
who has the power to appoint a
director or the general manager of
Matomy;

e an office holder or Director of
Matomy or a relative thereof; or

* a member of Matomy's independent
accounting firm, or anyone on its
behalf:

Audit Committee effectiveness
The Board, as part of its general
review of its overall effectiveness,
concluded that the Audit Committee
was working effectively.

This report was approved by the
Board and signed on its behalf by:

NADAV ZOHAR
Chairman of the Audit Committee
30 April 2016

Internal Audit

Under the Israeli Companies Law, the board of directors of a publicly traded company must appoint an internal auditor

nominated by the audit committee. The role of the internal auditor is to examine whether the company’s actions

comply with the law, integrity and orderly business practice. Under the Israeli Companies Law, the internal auditor may

not be an interested party, an office holder, or an affiliate, or a relative of an interested party, office holder or affiliate,

nor may the internal auditor be the company’s independent accountant or its representative. Daniel Spira, Certified

Public Accountant (Isr.) serves as our Internal Auditor.

The Audit Committee defined a two year Internal Audit Work Plan. During 2015 the internal auditor examined the Trade

Receivables, Revenue and Collections at "Media Group” Division and no material findings were found.
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Remuneration Committee

The Remuneration Committee comprises three Independent Non-Executive Directors. The Remuneration Committee

convened three times during 2015, and reviewed and recommended to the Board regarding the Remuneration Palicy, the

terms of remuneration regarding the relocation of Mr. Druker, Matomy's CEO, to New York City and compensation terms of

senior office holders.

Gary Hughes 2/3
Nadav Zohar 3/3
Nathalie Schwarz 3/3

The Remuneration Committee is responsible for:
e recommending to the Board for approval a
remuneration policy in accordance with the requirements
of the Israeli Companies Law;

* incentive-based remuneration plans and equity-based
plans;

e determining whether to approve transactions
concerning the terms of engagement and employment
of the Directors, CEO and other senior management;
and

e approving the design of and determining targets for

performance-related pay schemes and approving the
total annual payments made under such schemes and
making recommendations with respect to the individual
remuneration packages of the Chairman, Directors, CEO
and Senior Management.

The Board considers that Matomy complies with the
requirements of the Israeli Companies Law and the
applicable recommmendations of the UK Corporate
Governance Code with regard to the composition of the
Remuneration Committee.

Senior Executives and Director Remuneration in 2015

The table below summarises the Directors’ remuneration which was approved in connection with Admission

(all figures in US dollars):

Nathalie Schwarz 40,000 4,000 4,000 - - 48,000
Nadav Zohar 40,000 4,000 10,000 1,600 55,500
Rupert Howell 40,000 - - 3,000 35,000 78,000
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Information regarding Senior Executives Remuneration

Ofer Druker $ 589,128 $80,503 $ 690,893 $771,396
Sagi Nirf $ 225,758 $217,261 $ 481,755 $525,356
Gil Klein $132,368 $235,981 $267,122 $403,383
Daryl Colwell* $201,114 $226,469 $ 448,737 $462,492
Mnich,Edward $ 147,253 $183,590 $ 354,978 $362,757

(M All current employees listed in the table are full-time employees, except Daryl Colwell.

2) Cash compensation amounts denominated in currencies other than the U.S. dollar were converted into U.S. dollars at

the average conversion rate for the year ended December 31, 2015.

3) Amounts reported in the column titled “Total Cost” include benefits and perquisites or on account of such benefits and
perquisites, including those mandated by applicable law. Such benefits and perquisites may include, to the extent applicable to
each executive, payments, contributions and/or allocations for savings funds, pension, severance, vacation, car or car allowance,
medical insurances and benefits, risk insurances, convalescence pay, payments for social security, tax gross-up payments and
other benefits and perquisites consistent with our guidelines.

(4) Amounts reported in this column titled “Variable Compensation + Equity-Based Compensation” include such sums paid
as commission, incentive and bonus payments as recorded in our financial statements for the year ended December 31, 2015
together with the expense recorded on account of equity based compensation in our financial statements for the year ended
December 31, 2015.

*Mr Colwell left the Company on December 18, 2015 and received his contractual severance.

Adoption of remuneration policy

At the Extraordinary General Meeting (the “EGM”) held on 10 August 2015 and as required by the Israeli Companies
Law, 5759-1999 and any regulations promulgated thereunder (the “Israeli Companies Law”") the shareholders
approved the adoption of the Remuneration Policy with respect to the terms of office and employment of the

Company’s “office holders” (as such term is defined in the Israeli Companies Law). A detailed review is included
below.

Nomination committee

The Nomination Committee comprises three Independent Non-Executive Directors. The Nomination Committee shall
meet as frequently as the Committee chairman deems necessary. Any member of the Nomination Committee may
request a meeting if he or she considers that one is necessary.

The Nomination Committee convened twice during 2015 and provided its recommendations relating to the
appointment of Mr. Tobaccowala as a non-executive director and the appointment of senior VP level executives.
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Rupert Howell (chair) 2/2
Nadav Zohar 2/2
Ofer Druker 2/2

The Board's Nomination Committee is structured

to comply with the recommendations of the UK
Corporate Governance Code. The Nomination
Committee’s terms of reference cover issues such
as membership, the right to attend meetings, the
frequency of meetings and quorum requirements.
The terms of reference also set out the Nomination
Committee’s duties and the authority to carry out

its duties. The duties of the nomination committee
include:

e assisting the Board in determining the appropriate
structure, size and composition of the Board;

e formulating Director and senior management
succession plans;

* making recommendations conceming Chairman and
other Director nomination and re-election;

e recommending suitable candidates for the role of
Senior Independent Director and for membership of
the Audit Committee and Remuneration Committee;
and

e reporting to the Board on its proceedings.

Corporate responsibility
Details of Matomy’s approach to Corporate
Responsibility are set out on pages 70 to 73.

Relations with shareholders

The Board recognises the importance of maintaining
good communication with its shareholders, and does
this through the Annual Report, preliminary/final and
interim financial statements, interim management
statements and the Annual General Meeting. In
addition, the Chief Executive Officer and Chief
Financial Officer/Chief Operational Officer jointly give
presentations to institutional shareholders and analysts
immediately following the release of the preliminary/
final and interim results. These presentations are made
available on the Matomy website, www.matomy.com.
The Non-Executive Directors are available to meet with
major shareholders.

Annual general meeting

Voting at the 2016 Annual General Meeting will be

by way of poll. The results of the voting at the Annual
General Meeting will be announced and detalls of the
votes will be available to view on the Matomy website,
www.matomy.com, as soon as possible after the
meeting.
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This section of the report sets out the remuneration policy for Executive Directors and Senior Managers, which

shareholders approved at the EGM held on 10 August 2015. The Israeli Companies Law and the regulations
adopted thereunder require the Remuneration Committee to adopt a policy for the Remuneration of Directors and
Executive Officers, referred to in this section as “office holders”.

The Remuneration policy must be approved at least once every three years by the Shareholders at a general
meeting.

The Remuneration Policy is adopted for a three-year period commencing as at the date of its adoption by the

Shareholders (or by the Board ofDirectors in case each of the Remuneration Committee and the Board of Directors

elects to exercise the power granted to it by the Israeli Companies Law to overrule the Shareholders resolution, in
accordance with the terms stated therein).
The information provided in this part of the Directors’ Remuneration Report is not subject to audit.

Policy overview

Matomy aims to provide a remuneration structure that is aligned with shareholder interests and, as such, is
competitive in the marketplace to attract, retain and motivate Executive Directors and Senior Managers of high
caliber to deliver continued growth of the business.

The Group’s policy is that performance-related components should form a significant portion of the overall
remuneration package, with maximum total rewards being earned through the achievement of challenging
performance targets based on measures that reflect the best interests of shareholders.

Consideration of shareholder views

The Remuneration Committee will consider shareholder feedback received in relation to the AGM each year at its
next meeting following the AGM. This feedback, plus any additional feedback received during any meetings from
time to time, will then be considered as part of the Group’s annual review of remuneration policy. In addition, the
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Committee will seek to engage directly with major shareholders and their representative bodies should any material
changes be made to the remuneration policy.

Consideration of employment conditions elsewhere in the Group

The Remuneration Committee does not formally consult employees in relation to remuneration policy for Executive
Directors and/or Senior Managers. However, Matomy regularly carries out engagement surveys which enable
employees to share their views with management. To the extent that employees are shareholders, they can vote on
this policy at the AGM,
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Pursuant to the Israeli Companies Law amended by Amendment 20, a public company must adopt a remuneration
policy, recommended by its remuneration committee and approved by the board of directors and the shareholders,
in that order. In general, all senior executives’ terms of remuneration — including fixed remuneration, bonuses, equity
remuneration, retirement or termination payments, indemnification, liability insurance and the grant of an exemption
from liability — must comply with thecompany’s remuneration policy.

Furthermore, pursuant to Matomy’s Remuneration Committee terms of reference (the “TOR”), the Palicy (as defined
herein) must include also the following principles: (i) a significant proportion of a Senior Executive’'s remuneration
should be structured so as to link rewards to individual performance and performance of Matomy;

(ii) the link between variable compensation and long-term performance and measurable criteria; (iii) the

relationship between variable and fixed compensation, and the ceiling for the value of variable compensation;

(iv) the conditions under which a Director or a Senior Executive would be required to repay variable compensation
paid to him or her if it were later shown that the data upon which such variable compensation was based was
inaccurate and was required to be restated in the Company’s financial statements; (v) the minimum holding or
vesting period for variable, equity-based compensation whilst referring to appropriate a long-term perspective based
incentives; and (vi) maximum limits for severance compensation.

The employment terms of all new Senior Executives (as defined below), as well as any amendments to existing
employment terms of any Senior Executives, will be determined in accordance with this Policy. We intend, in the
framework of the periodic review of employment agreements that is required by law and under this Policy or the
TOR, to consider, among other considerations (that are detailed below), any required adjustments of the terms
of employment to the Palicy, if any, taking into consideration the contribution of such Senior Executive to our
performance, the growth of our business and the best interests of Matomy.
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The adoption of this Policy does not confer rights to Senior Executives to any of remuneration’s components set
forth herein. Senior Executives will only be entitled to the remuneration components that will be specified in his or her
applicable employment agreement and/or the mandatort requirements of any applicable law.

All capitalised terms not otherwise defined herein shall have the meaning ascribed to them in the Israeli Companies
Law and the regulations promulgated thereunder.

Compensation philosophy and objectives

We believe that the most effective executive remuneration program is one that is designed to reward achievement
to encourage a high degree of execution, and that aligns executives’ interests with those of Matomy and its
Shareholders by rewarding performance, with the ultimate objective of building a sustainable company together
with improving Shareholder value. We also seek to ensure that we maintain our ability to attract and retain leading
employees in key positions and that the remuneration provided to key employees remains competitive relative to
the remuneration paid to similarly situated executives of a selected group of our peer companies and the broader
marketplace from which we recruit and compete for talent. In light of the above, we have established the following
remuneration objectives for the Company’s executives (the Chief Executive Officer, Chief Financial Officer /Chef
Operational Officer, Senior Vice Presidents, and all other managers directly subordinated to the CEO, whether they
are employed by Matomy; all shall be referred to herein as the “Senior Executives”), as indicators of our overall
remuneration philosophy:

* Remuneration should be related to performance. We believe that part of the remuneration paid to the Senior
Executives should be aligned with the performance of Matomy on both a short- and long-term basis, with a portion
of a Senior Executive’s potential annual performance-based incentive remuneration and long-term equity-based
remuneration at risk if Group and individual performance objectives are not achieved.

* Remuneration should serve to encourage Senior Executives to remain with Matomy. The Policy's components are
designed to retain talented executives. We believe that continuity of employment is critical to achieving Matomy's
strategic objectives and building Shareholder value. A significant element of the Policy, therefore, is long-term

equity based incentive remuneration awards that vest on a rolling basis over periods of several years. As part of

the retention objective, we believe that remuneration should include a meaningful stock component to further align
the interests of Senior Executives with the interests of the Shareholders. In addition, since a competitive Policy is
essential to our ability to attract and retain highly skilled professionals executive officers, Matomy will seek to establish
a remuneration program that is competitive with the remuneration program paid to executive officers in equivalent
companies (as defined below).

e Remuneration should be reasonable for our business, our locations and our long-term, multi-year approach to
achieving sustainable growth. We believe that an appropriate remuneration package will attract executives and
motivate them to achieve Matomy’s annual and long-term strategic objectives. At the same time, we believe that
remuneration should be set at reasonable and fiscally responsible levels.

* Remuneration should be managed to encourage inttiative innovation and appropriate levels of risk. We believe
incentive remuneration should be structured to discourage assumption of excessive short-term risk without
constraining reasonable risk-taking. To achieve this objective, we believe that the success of Matomy over time
will be more effectively assured by connecting a portion of the incentive remuneration to longer-term Group
performance.
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General process for setting remuneration
The Remuneration Committee shall first determine the appropriate level of total remuneration for each position held
by a Senior Executive, then determines the appropriate allocation among annual base cash remuneration, annual
performance-based cash incentive remuneration (cash bonus) and long-term stock incentive remuneration, based
upon following consideration in determining the total remuneration, the Remuneration Committee shall take into
account

(i) the education, professional experience and achievements of the applicable Senior Executive;

(i) the applicable Senior Executive’s position at Matomy, scope of responsibilities, his contribution to

the Company, the circumstances of his recruitment and the terms of prior employment agreements

with the Company (if any);

(ili) the financial conditions of the Company, the global scope of its business (having world-wide

substantial subsidiaries), the complexity of the Company’s business and the fact that Matomy's

shares are traded on the London Stock Exchange; and the Tel Aviv Stock Exchange.

(iv) comparison of the terms of employment of the applicable Senior Executive to the terms of

employment of other executives at Matomy, as well as to terms of employment of senior executives

in the same position in equivalent companies (similar industry, similar revenues, similar market value,

similar scope of activities and/or similar number of employees) in each of the relevant jurisdictions in which

they are employed, to the extent relevant and

(v) the ratio between the total remuneration of the applicable Senior Executive and the salary of all other

employees of Matomy and its subsidiaries, especially the ratio between the total remuneration and the median

and average salary of all such employees.

The total remuneration of Senior Executives shall be reviewed annually, taking into account these Considerations and
focusing mainly on the applicable Senior Executive’s contribution, performance, Matomy's business and financial
status, Matomy’s budget and other applicable market conditions.

A change of up to 10% in the total remuneration of any Senior Executive (other than the CEO) shall be deemed
immaterial and shall only require the approval of the Remuneration Committee.

A change of up to 10% in the total remuneration of the CEO shall require the approval of both the Remuneration
Committee and the Board of Directors.

Any change in the total remuneration of any Senior Executive (including the CEO) which is greater than 10% shall be
subject to receipt of all the required approvals and consents in accordance with applicable law.

Elements of remuneration
The remuneration of Senior Executives consists of all or part of the following:

(i) annual base cash remuneration, (i) annual performance-based cash incentive remuneration, (iii) long-term
equity-based (shares) remuneration; (iv) other executive benefits; and (v) retirement and termination of service or
employment arrangements.
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The targeted ratio between the fixed elements of remuneration (Base Salary and other executive benefits) and the
variable elements of remuneration (Bonus and long-term equity-based remuneration) shall be as follows*;

Annual Base Salary 100% 100%
Other fixed benefits 30%-40% 30%-40%
Annual Bonus up to 76% up to 50%
Equity (per vesting annum)*™ up to 3% up to 1.5%

* The percentages above, except equity, reflect ratios compared to the annual Base Salary.
** Commencing as at July 2014 and reflect the percentage out of the issued share capital.

Details of each element of Compensation follows:

Annual base cash remuneration

The Senior Executives’ base salary (the “Base Salary”) is a fixed, cash component of overall remuneration, which is
reviewed and may be adjusted periodically based on a variety of factors, including Executive performance, Company
performance, general economic conditions and the subjective business judgement and general business experience
of the members of the Remuneration Committee, always taking into account the Remuneration Considerations.

Base Salary ranges are designed to account for varying responsibilities, experience and performance levels. The
Base Salary shall not exceed the maximum threshold for annual Base Salary:

(i) for Senior Executives (excluding the CEO) — 1,500,000 NIS; and (i) for the CEO- 1,800,000 NIS when resident in
Israel and up to US$1,150,000 in the event of relocation (to North America or Europe) as this Base Salary includes
compensation for living and education costs associated with family relocation.

Any annual increase up to 5% in the Base Salary of the CEO or CFO which is linked to an increase in Matomy's
EBITDA and its subsidiaries on a linear basis for the relevant year shall only require the approval of the Remuneration
Committe .

Annual performance-based Incentive cash remuneration

Matomy’s annual performance-based incentive cash remuneration (the “Bonus”) program is designed to tie Executive
remuneration to the Group’s performance and to encourage Senior Executives to remain with Matomy. The Bonus
program for certain Senior Executives is based on the achievement of financial and/or personal thresholds. Such
thresholds may be measurable financial or personal thresholds. The Remuneration Committee and the Board of
Directors, as applicable pursuant to this Policy, shall set and designate the maximum permitted thresholds for

a Bonus, subject to the approvals required under the Israeli Companies Law. The CEO shall be authorised to
determine the annual criteria for payment of any Bonus which falls within the approved permitted thresholds to all
Senior Executives (other than the CEO and the Directors), and the annual criteria for payment of the Bonus to the
CEQO shall be determined by the Remuneration Committee, all in accordance with the provisions of the Palicy.
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Unless expressly approved otherwise, the Bonus shall not be deemed as part of the salary for all purposes including
social benefit and severance payments.

The criteria on which the annual Bonus are based shall be calculated as follows:
() Company performance measures — Revenues and/or EBITDA, measured against the targets of
the annual budget, as approved by the Board of Directors, and/or work plan and/or analyst consensus of
Matomy for the relevant year. The weight of Company Performance will constitute at least: (a) for the CEO and
CFO/COO - 55% of the total Bonus; and (b) for the other Senior Executives — 70% of the total Bonus.

(il Personal performance measures — The criteria shall be determined individually when such personal
criteria are set. A list of personal Qualitative Goals is attached as Exhibit | hereto (the “Qualitative Goals”). The
weight of Personal Performance will constitute up to: (a) for the CEO and CFO/COO — 45% of the total Bonus;
() for the other Senior Executives — 30% of the total Bonus.

With respect to measurable financial criteria the threshold for the payment of the annual Bonus will be set based

on achievement of a certain percentage of one or more of the Company Performance measures. In addition, the
Board of Directors may, in its sole discretion, upon the recommendation of the Remuneration Committee, change
the amount of the Bonus (increase or decrease), which changes may not be based on measurable criteria, taking
into account, inter-alia, such Senior Executive contribution to Matomy's performance, as well as other events that
affected the Group’s financial and operational performance (such as the effect of exchange rate). However, such
changes to the Bonus shall be immaterial (up to 10%) in comparison to the value of the variable (performance based)
components of the remuneration of such Senior Executive. If Matomy restates any of the financial data that was
used in calculating any Bonus (other than restatement required due to changes in financial reporting standards), then
the applicable Bonus shall be recalculated using such restated data (the “Restated Bonus”). The balance between
the original Bonus and the Restated Bonus, if any (the ‘Balance”) will be repaid to Matomy by deducting such
Balance from the first amounts payable to such Senior Executive as Bonus immediately after the completion of such
restatement. To the extent that no Bonus will be payable to such Senior Executive in that year then the Balance shall
be deducted from the Bonus payable in the next year.

Notwithstanding the above, if (i) the Senior Executive’'s employment relationship with Matomy terminates before the
Balance is fully repaid to Matomy, than the Balance shall be deducted from all amounts due and payable to such
Senior Executive in connection with such termination (subject to the limitations of any applicable law); and (i) the
Balance is not repaid in full to Matomy during the two (2) consecutive years following the restatement, the Senior
Executive shall repay the Balance, or the unpaid portion thereof (as applicable) pursuant to the terms that shall be
determined by the Board of Directors, based on recommendation of the Remuneration Committee.

In the event of termination of employment during the calendar year the amount of the Bonus shall be calculated
and adjusted for the entire year in accordance with the provisions of this policy, and thereafter shall be prorated in
accordance with the actual days of employment of the Senior Executive by the Company during the applicable year
(calculated based on 365 days in a year) and paid to the Senior Executive in full together with first salary that will be
paid following the approval by the Board of Directors of the Financial Statement of such applicable year.
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Long-term equity-based incentive remuneration

We believe that equity-based incentives tied to share ownership by Senior Executives are the most important
component of total remuneration. The equity-based incentives are intended to reward the Senior Executives for
future performance, as reflected by the market price of Matomy’s ordinary shares and/or other performance criteria,
and are used to foster a long-term link between Senior Executives’ interests and the interest of the Company and
its Shareholders, as well as to attract, motivate and retain Senior Executives for the long term by: (i) providing Senior
Executives with a meaningful interest in Matomy’s share performance; (i) linking equity-based remuneration to
potential and sustained performance; and (iii) spreading benefits over time through the vesting period mechanism.
The decision on equity-based incentives grant shall take into consideration each Senior Executive’s position, scope
of responsibilities as well as his or her past performance and contribution to Matomy.

Matomy may issue each Senior Executive options to purchase the Company's shares in accordance with the
requirements of Section 102 of the Israeli Income Tax Ordinance [New Version], 5721-1961, as may be amended
from time to time or any other applicable tax regimes, pursuant to which the Company has adopted Supplementary
Sub Plans Matomy Media Group Ltd. 2012 Equity Benefit Plan, (as amended (the "EBP”). Pursuant to the Company
The EBP and/or any other Sub-Plans adopted for jurisdictions outside of Israel and/or any other long-term incentive
Plan that the Company may adopt in the future, as shall be determined by the Remuneration Committee and the
Board of Directors.

The value of the long-term equity-based incentive remuneration (at the date of grant) per vesting annum (on a linear
basis), for each Senior Executive shall not exceed: (I) for the CEO — up to 3% of the issued share capital; (i) for other
Senior Executives — up to 1.5% of the issued share capital; (iii) for new Senior Executive (as described below) — up
to 1.5% of the issued share capital. Notwithstanding the aforesaid, the Remuneration Committee and the Board

of Directors (subject to any additional required approvals) may determine to deviate from the above caps for the
purpose of a one-time grant of long-term equity based incentive remuneration in connection with the recruitment of a
newSenior Executive.

In order to align Senior Executive and investors' interest for creation of long term value, the long-term equity based
incentive remuneration will include the following terms:

(i) the amount of options that may be granted shall be calculated in accordance with the ratio between the
economic value (binomial/B&S) of such options and the total remuneration of the applicable Senior Executive
in accordance with the ranges stated above;

(i) the options shall vest in accordance with the terms of the EBP and may include provisions for acceleration
of vesting in certain events, such as a merger, a consolidation, a sale of all or substantially all of our
consolidated assets, the sale or other disposition of all or substantially all of our outstanding shares.Any
amendment in the vesting schedules set out in the EBP with respect to Senior Executives, will be subject to
receipt of the required approvals, including the Remuneration Committee and the Board;

(iil) the exercise price shall be determined by the Remuneration Committee, but in any event shall not be
lower than fair market value as such terms is defined in the EBP; and

(i) subject to receipt of all the required approvals, the exercise of the options may be made by a cashless
mechanism and the exercise price may be adjusted for dividend distribution.
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We believe that having successive grants of options assists in achieving and maintaining the objectives of equity
based remuneration. Therefore, within the framework of the annual review of the remuneration of each Senior
Executive, the Remuneration Committee may, based on the Remuneration Consideration, issue additional options
to each Senior Executive, the quantity of which shall be at the levels which will range from 2%-5% of the Senior
Executive’s potential remuneration.

Other executive benefits

The Other Executive Benefits are used to provide certain benefits that are mandatory under the applicable law (ie,
paid vacation, sick leave and pension plans), as well as to attract, motivate and retain highly skilled professionals as
executive officers and enabling recruitment of Senior Executives from various locations and their relocation.

Each Senior Executive shall be entitled to receive from the company an executive-level car for work and personal
use, including all costs and grossing up of the tax value. The use of the car shall be subject the Company's polices,
including with respect to payment of the excess amount in the event of accidents and payment of traffic and parking
fines.

The Company shall reimburse the business expenses (that are properly documented and approved in accordance
with Matomy’s interal policies) of its Senior Executives.

The Company may make available to the Senior Executive, at the Company’s cost, a company car, a cellular phone,
a laptop computer and intermet connection and a business daily newspaper.

Each Senior Executive is entitled to receive between 18 to 30 paid vacation days for each 12 months of
employment.

Matomy may contribute on behalf of the Senior Executive, as allowed by the applicable law, to all or part of the
following funds: (i) manager’s insurance program and/or pension programs with pension funds; (i) work disability
insurance; and (i) education fund (“Keren Hishtalmut”). All the payments and allowances will be calculated with
respect to the entire Base Salary.

The benefits described above shall not constitute part of the remuneration for any purpose including with respect to
payments or calculations relating to severance payments, pension entitements allocation to managers’ insurance,
education fund, redemption of vacation days, etc.

Retirement and termination of service or employment arrangements

Matomy may provide post-service or employments benefits, remuneration or protection to its Senior Executives
(the"Retirement Benefits”). The Retirement Benefits are used to attract and retain highly skilled professional executive
officers, as well as express recognition of Senior Executives’ contribution to Matomy during their tenure with the
Company.

The retirement/termination arrangements may include one or more of the following, as may be approved by the

Remuneration Committee and the Board of Directors (unless the termination is in circumstances that negate the
payment of a severance amount pursuant to the applicable law):
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() Advance notice of termination — The advance notice shall be as follows (the “Advance Notice
Period"):

(i) up to a maximum of six (6) months for the CEO; and (ii) up to a maximum of four (4) months for the other
Senior Executives. The Senior Executives shall be obligated to work during such period, but the Company
may decide, at its sole discretion, to waive actual work during that period, in whole or in part.

(il Adjustment payments — A Senior Executive may be entitled to adjustment payments as follows: ()
up to a maximum of six (6) months for the CEO; and (i) up to a maximum of four (4) months for the other
Senior Executives, provided that any overlap between the Advance Notice Period during which the Senior
Executive is not working will be accounted for the purpose of calculating the total adjustment payment
and deducted therefrom. The adjustment payments will be based on the employment term of each Senior
Executive with the Company.

The Retirement Benefits will be determined based on the circumstances of such retirement or termination, the terms
of service or employment of the Senior Executive, his or her remuneration package during such period, market
practice in the relevant geographic location, Matomy’s performance during such period and the Senior Executive’s
contribution to Matomy achieving its goals and maximising its profits.

The Remuneration Committee and the Board of Directors may, at their discretion, determine not to provide some

or any Retirement Benefits, in the event of termination for “cause”, which will be as defined in the applicable
arrangement with the Senior Executive. In addition, the Remuneration Committee and the Board of Directors may
determine that any or all Retirement Benefits will be granted in consideration for and/or conditional upon or subject
to the fulfilment of one or more conditions or undertakings by the Senior Executive (ie, confidentiality and/or non
compete obligations).

Compensation of Directors

The Company aims to attract and retain highly talented Non-Executive Directors with the appropriate educational
background, qualifications, skills, expertise, prior professional experience and achievements, by offering them a
competitive remuneration program.

Directors that are employees of Matomy or otherwise non-independent, ie, appointed by or representing a
shareholder or a group of Shareholders of Matomy, shall not be entitled to any Directors’ fees or other remuneration
for their services as a Director, except for reimbursement of certain business expenses associated with service as a
Director, such as payment of travel and lodging expenses when attending meetings of the Board of Directors outside
their country of usual residence, subject to the prior approval of Matomy.

The External Directors and the Independent Directors shall be entitled to the fees and reimbursement of expenses
payable pursuant to the Israeli Companies Law and the regulations promulgated pursuant thereto (as may be
updated from time to time). The fees payable to External Directors and the Independent Directors shall be based on
the relative method as described in the regulations promulgated pursuant to the Israeli Companies Law.

The Directors shall not be entitled to Bonus or Equity-Based Incentive Remuneration with regard to their service as
Directors.
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D&O insurance; indemnification and release

The Company will release its Directors and Senior Executives from liability and provide them with indemnification to
the fullest extent permitted by the Israeli Companies Law and the Company's Articles of Association, and will provide
them with indemnification and release agreements for this purpose (the ‘Indemnification and Release Agreement”).
In addition, Directors and Senior Executives will be covered by D&QO liability insurance policy (‘D&O Insurance”) with
liability limits that shall not exceed $10,000,000 per event and subject of payment of premium at market range. The
Company may purchase D&O insurance policies covering the liability of its Directors and officers as same shall be
from time to time (including Directors or officers that are deemed a controlling shareholder of the Company or that
are associated with the controlling shareholder(s) of the Company) provided that (i) the purchase of the such policy is
on market terms and does not have material adverse effect on Matomy's assets liabilities or profitability, and (i) such
purchase has been approved by the Remuneration Committee.

The Remuneration Committee and the Board of Directors shall review the Indemnification and Release Agreement
and the D&O Insurance from time to time, in order to ascertain whether they provide appropriate coverage.
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Qualitative goals — for the purposes of determining entitlement to annual bonus
e Implementation or completion of specified projects or processes;

e customer satisfaction;

e productivity;

e the formation of joint ventures;

e research or development collaborations, or the completion of other transactions;
* market share;

e completion of acquisitions of assets;

e gcquisitions of businesses or companies;

e completion of divestitures and asset sales;

e greater geographic and product diversification;

e enhancing Matomy’s succession planning and performance-driven culture by adding new talent in key roles;
e defending pending litigation matters and protecting Matomy's intellectual property;
e launching research and development initiatives;

e expansion of customer and strategic partner base;

e production performance;

e creation and advancement of technology;

e development and management of the employee base;

e maintenance of worldwide regulatory compliance;

e improving technical achievements;

e adherence to ethical standards; and

e risk management.
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Directors’ responsibilities statement in respect of the Annual Report and the Financial Statements

The Directors are responsible for preparing the Annual Report and the Group Financial Statements and approve them in
accordance with applicable laws and regulations.

Matomy's Articles of Association require the Directors to prepare Group Financial Statements for each financial year. The
consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United Sates ("US GAAP?).

Under Matomy’s Articles of Association, 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 Group and of their profit or loss for that period.

In preparing each of the Group Financial Statements, the Directors are required to:
® select suitable accounting policies and then apply them consistently;

e make judgements and estimates that are reasonable and prudent;
e state whether the consolidated financial statements have been prepared in accordance with US GAAP
principles; and

e prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the
Group will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
Matomy’s transactions and disclose with reasonable accuracy at any time the financial position of the Group and enable
them to ensure that its Financial Statements comply with the Companies Act 2006. They have general responsibility for
taking such steps as are reasonably open to them to safeguard the assets of Matomy and to prevent and detect fraud
and other irregularities.

Under applicable law and regulations, the Directors are also responsible for preparing a Strategic Report, Directors’
Report, Directors’ Remuneration Report and Corporate Governance Report that complies with that law and those
regulations.
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The Directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Matomy website. Legislation in the UK governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions. The Board considers that the Annual Report and Financial Statements,
taken as a whole, are fair, balanced and understandable and provide the information necessary for shareholders to
assess Matomy’s performance, business model and strategy.

Directors’ responsibilities statement pursuant to Disclosure and Transparency Rule 4.1.12R
Each of Matomy’s Directors confirms that, to the best of his or her knowledge:

¢ the Financial Statements, prepared in accordance with the applicable set of accounting standards, give a true and
fair view of the assets, liabilities, financial position and profit or loss of Matomy and the undertakings included in the
consolidation taken as a whole; and

¢ the management report, which comprises the Directors’ Report and the Strategic Report, includes a fair review of

the development and performance of the business and the position of Matomy and the undertakings included in the
consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face. .
IDO BARASH
Company Secretary
- .

1
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ndependent auditors
report to the memoers of

\atomy Media Group Lta.

We have audited the accompanying consolidated financial statements of Matomy
Media Group Ltd. and its subsidiaries (‘the Company”), which comprise the
consolidated balance sheets as of 31 December 2015 and 2014, and the related
consolidated statements of income, comprehensive income, changes in equity and
cash flows for each of the two years in the period ended 31 December 2015, and
the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in conformity with U.S. generally accepted accounting principles; this
includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally
accepted in the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement

of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of the Company and its subsidiaries at
31 December 2015 and 2014 and the consolidated results of their operations and

their cash flows for each of the two years in the period ended 31 December 2015 in
conformity with U.S. generally accepted accounting principles.

KOST FORER GABBAY & KASIERER
A Member of EY Global

21 March 2016

Tel Aviv, Israel
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oNsolidated ONsolidated
alance sneets alance sneets

(US dollars in thousands) (US dollars in thousands)
2015 2014 2015 2014
CURRENT LIABILITIES:
ASSETS Short-term bank credit and current maturities of bank loan (note 9) $ 6332 $ 6697
Trade payables 49,165 34,938
CURRENT ASSETS: Accrued expenses and other liabilities (note 8) 14.938 9916
Cash and cash equivalents $ 27,271 $ 47,988 Deferred revenues 2,878 2,900
Trade receivables, net (note 2e) 58,168 49,316
Total t liabiliti
Domains held for sale 5,814 1,693 O Current labities 73,363 54,457
Other receivables and prepaid expenses (note 3) 4,020 4,152 LONG-TERM LIABILITIES:
Deferred tax liabilities (note 13c) 15.597 8483
Total current assets 95,273 103,049 Accrued expenses and other liabilities (note 8) 12998 5 402
Bank loan (note 9) 7.357 12.420
Property and equipment, net (note 4) 2,712 2,859 REDEEMABLE NON-CONTROLLING INTEREST 45,965 34,062
Other long-term assets 135 281
Deferred tax assets (note 130) 3,609 4,011 EQUITY:
Investment in affiliated companies (note 5) 2,017 2,051 Matomy Media Group Ltd. sharenolders” equity:
Other intangible assets, net (note 7) 52,491 26,916 S;j:.ary lshalrzsl " 240 236
ftional paid-in capita
Goodwil (note 6) 96,643 75,004 P ’ . 96,837 93,977
Accumulated other comprehensive loss (3,174) (3,165)
Retained eamings 20528 13.915
Total long-term assets 157,607 111.212 Treasury shares (6.231) (6.231)
Total assets $ 250830 $ 214 261 Total Matomy Media Group Ltd. shareholders’ equity 108.200 08.732
Non-controlling interests i 711
Iotal equity 108.200 99.443
The accompanying notes are an integral part of the consolidated financial statements. Total liabilities and equi ty g — g 014061

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidateo Consolidateo

statements of income  staterments Ol
(US dollars in thousands, except eamings per share data) C O m p r@ h @ m 8 ‘\/@

|
- » ‘HCQm@
Revenues $ 270,976 % 237,443

Cost of revenues 208,849 178,479 (Us dollars in thousands)
Gross profit 62,127 58,964
Operating expenses 2015 2014
Research and development 3080 7803
Selling and marketing 25 943 231356
General and administrative 15.088 19,151

Net income $ 7,232 $ 9,786
Total operating expenses 50011 50.330
Operating income o116 & 634 Foreign currency translation adjustments 9) (3,545)
Financial expenses, net 2,179 4,057 Comprehensive income 7,203 6,241
Income before taxes on income 9937 4 583

Revaluation of redeemable non-controlling interest in subsidiaries (76) (1,820)
Taxes on income

2,681 1,766 Comprehensive income attributable to redeemable non-controlling interests in
. . S . o subsidiaries (545) (65)

Gain on remeasurement to fair value and equity gains (equity losses and impairment) of
affiiated companies, net (24) 6,969 Comprehensive loss attrioutable to other non-controlling interests in subsidiaries o 102
Net income 7 03D 0786

Comprehensive income attributable to Matomy Media Group Ltd $ 6,604 $ 4,458
Revaluation of redeemable non-controlling interest in subsidiaries (76) (1,820)
Net income attributable to redeemalble non-controlling interests in subsidiaries (545) 65)
Net loss attributable to other non-controlling interests in subsidiaries o 102 The accompanying notes are an integral part of the consolidated financial statements.
Net income attributable to Matomy Media Group Ltd. $ 6,613 P 38003
Basic earnings per ordinary share % 007 & 010 Ofer Druker Sagi Niri

Chief Executive Officer Chief Financial Officer

Diluted earnings per ordinary share s 007 $ 0.09

The accompanying notes are an integral part of the consolidated financial statements.
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Consoldated statements  Consolidated statements
O cash flows Of cash flows

(US dollars in thousands) (US dollars in thousands)

Cash flows from operating activities:

Cash flows from financing activities:

Net income $ 7232 % 9,786
Adjustments to reconcile net income to net cash provided by (used in) operating
aciivities: Short-term bank credit, net 3 -3 (1,710)
Depreciation and amortisation 12,621 6,856 Receipt of bank loan 1,330 21,600
Stock-based compensation 850 1,400 Repayment of bank loan (6,625) (11,060)
Accrued severance pay, net (164) 92 IPO proceeds, net (139) 61,519
Deferred tax, net (2,226) (2,365) Additional payments related to Avenlo acquisition (1,511)
Decrease in accrued interest on long term loan (83) (111) o o
‘ ‘ : " ) Acquisition of redeemable and non-redeemable non-controlling interest (1,328)

Equity losses and impairment of affiliated companies, net 24 400
Gain upon obtaining control, net of taxes - (7,263) Reissuance of treasury shares ) 1,715
Decrease (increase) in trade recelvables 4,985 (10,591) Dividend paid to redeemable non-controlling interest (2,741) (498)
Increase in other receivables and prepaid expenses (2,992) (1,036) Additional payments related to previous acquisitions (100) (677)
Decrease in long-term lease deposits " 194 Exercise of options 1,196 256
Increase (decrease) in trade payables (1,552) 4,471
Increase (decrease) in accrued expenses and other liabilities 34 (2,1561) ' o ' o
Decrease In deferred revenues 22) ©0) Net cash provided by (used in) financing activities (9,918) 71,245
Other 5 6

Effect of exchange rate differences on cash (16) 672)
Net cash provided by (used in) operating activities 18,733 (392)

Increase (decrease) in cash and cash equivalents (20,717) 36,356
e Cash and cash equivalents at beginning of period 47,988 11,632
Purchase of property and equipment (1,055) (1,405)
Capitalization of research and development costs (2,195) (199) Cash and cash equivalents at end of period $ 272711 $ 47,988
Acquisition of Technology and data base (164) -
Decrease in indemnification asset - 200
Acquisition of advertiser list (2,606) - , , , ,

The accompanying notes are an integral part of the consolidated financial statements.
Acquisition of Avenlo Media Group (c) (5,570) -
Acquisition of Optimatic Media, net of cash acquired (d) (17,896) -
Sale of interests in subsidiaries - (32)
Acquisition of Team Internet (e) - (22,383)
Acquisition of MobFox (f) - (10,006)
Repayment of loan from affiliate 88 -
Bank deposits (58) -
Net cash used in investing activities $ (29,516) $ (33,825)

The accompanying notes are an integral part of the consolidated financial statements.

124 | Matomy Media Group Ltd. Annual Report and Accounts 2015 Matomy Media Group Ltd. Annual Report and Accounts 2015 | 125



OVERVIEW STRATEGIC CORPORATE FINANCIAL
REPORT GOVERNANCE STATEMENTS

Consolidated Consolidated
statements ol statements ol
casn 1ows casn flows

(US dollars in thousands) (US dollars in thousands)
2015 2014 2015 2014
Less - contingent consideration to selling shareholder (2,859)
(a) aS;ri?/[iztlzr;ental information and disclosures of non-cash investing and financing Less - amount acquired by issuance of shares 672)
Less - Redeemable non-controlling interest (1,489)
Classification of redeemable non-controlling interest into accrued expenses and
other liabilities $ 242 $ 701 $ 5570 %
Accrued issuance expenses $ - $ 139
Classification of redeemable non-controlling interest into non-controlling interest $ - $ 740 (d)  Acquisition of Optimatic Media
(b) Supplemental disclosure of cash flow activities Estimated fair value of assets acquired and liabilities assumed at the acquisition
date:
Cash paid during the year for:
Working capital 3 (1,502) $
Other intangible assets 23,986
Income taxes $ 5,162 $ 4,865
Goodwill 18,735 -
, Long term deferred tax liability (9,752) -
Interest received $ 14 $ 142
. 31,467 -
Interest paid $ 667 3 974
©) Acquisition of Avenlo Media G | Less - contingent consideration to selling shareholder (13,571) -
cquisition of Avenlo Media Group Inc.
Estimated fair value of assets acquired and liabilities assumed at the acquisition $ 17 896 )
date (see also note 1b3);
Other intangible assets $ 7,976 $
Goodwil 2814 ) The accompanying notes are an integral part of the financial statements.
10,790
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Acquisition of Team Internet AG

Fair value of assets acquired

Working capital
Property and equipment
Other long term assets

and liabilities assumed at the acquisition date:

Investment in affiliated companies

Other intangible assets
Goodwill

Long term deferred tax liability

Long term liability
Redeemable non-controlling
Treasury shares

interest

Carrying amount of investment prior to achieving control
Gain on remeasurement to fair value, net

Acquisition of MobFox assets and liabilities

Estimated fair value of assets acquired and liabilities assumed at the acquisition

date:

Working capital
Other intangible assets
Goodwill

Less - contingent consideration to selling shareholder

Less —amount acquired by issuance of shares

The accompanying notes are an integral part of the financial statements.
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NOTE 1:- GENERAL

a.General:

Matomy Media Group Ltd together with its subsidiaries (collectively - “the Company”) provides digital
performance-based marketing services to customers which include primarily advertisers, advertising
agencies, Apps developers, domain owners and other businesses around the world that promote or sell
products and/or services to consumers through digital media, such as websites, mobile apps, video
and social media networks. The Company offers its customers a solution for reaching and acquiring
their target digital consumer audience across devices. Matomy Media Group Ltd. was incorporated in
2006. The Company’'s markets are located primarily in the United States and Europe.

The Company’s technological platforms provide its customers with access to a wide range of digital
media channels, and enable to combine internal media capabilities, data analytics and advanced
optimization technologies to ensure meeting the standards and requirements set by its customers.
These capabilities also support improved targeting, user acquisition and revenue results for both
advertisers and media partners.

The Company’s technologies enable to achieve pre-defined, measurable and validated resullts,

such as conversions into service, customer acquisitions, software and mobile app installations,
qualified leads for value-added services, products and verified video views, with their digital marketing
campaigns.

The Company manages and optimises its customers’ digital marketing campaigns and its media
partner's inventory through proprietary technological platforms, maximising their accessibility to their
target audience. These technologies also support and provide data analytics capabilities, business
intelligence, programmatic media buying and Real-Time-Bidding (RTB) on mobile, video and web. The
Company also provides a media management platform (SPP) and offers publishers end to end solution
with hundreds of global demand partners.

The Company currently operates across eight media channels: display, video, domain monetisation,
email, mobile, social, search and virtual currency.

In July 2014 the Company completed an Initial Public Offering (“IPO”) and was admitted to trading on
the high growth segment of the main market of the “London Stock Exchange” and issued 18,058,000
ordinary shares at a price of 2.27 GBP per share, for a total consideration of $68,192 before underwriting
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and issuance expenses. Total net proceeds from the issuance amounted to $60,913. NOTE 1:-GENERAL (Cont.)

On February 16, 2016 and in addition to trading on the High Growth Segment of the London Stock
Exchange plc's Main Market, the Company's shares commenced trading on the Tel Aviv Stock
Exchange ("TASE”") in accordance with the Company’s TASE Dual Listing Application pursuant to the

The following table summarises the fair values of the assets acquired and liabilities assumed as of the acquisition date:

| D aListng L. Cash and cash equivalents 3 4,460
srael Dua-LIsting Law. Trade receivables 4277
Other receivables and prepaid expenses 2,010
NOTE 1:-  GENERAL (Cont.) Property and equipment 184
Other long term assets 146
Investments in affiliated companies 91
b. Acquisitions: Customer relationships 16,069
Technology 6,913
i Goodwill 52,626
1. Acquisition of Team Internet AG:
Total assets acquired 86,726
On 19 June 2014, the Company acquired an additional 50% of the issued and outstanding
shares of Team Internet AG (“Team Intermet”) for a consideration of EUR 19.7 million ($26,843). Trade payables (2,908)
Following the acquisition, the Company holds 70% of the issued and outstanding shares of Al
Team Internet. Pursuant to the agreement, Team Intermet's minority shareholders have the Accrued expenses and other liabilties @.147)
right to individually transfer all of their remaining shareholding (oeing 30% in aggregate) to the Deferred revenues (155)
Company in equal instalments of 10% in each of the periods between 1 September 2016 and Short term bank credit 615)
31 August 2017, 1 September 2017 and 31 August 2018 and 1 September 2018 and 31 Deferred tax liability (7.752)
August 2019 (“the Put Options”). The Put Options’ exercise prices are calculated based on o '
Team Internet’s preceding 12 months EBITDA multiplied by a certain percentage of Matomy's Long term accrued expenses and other liabilities (3.492)
effective EBITDA multiple of the preceding four quarters (which will be no less than 8). In addition
the Company is granted a corresponding call option according to which it may require the —
remaining shareholders to individually transfer all of their remaining shareholding (being 30% in Total liabilties assumed 19,066
aggregate) to the Company according to a purchase price which is similar to the calculation of
the Put Option. Net assets acquired 67,660
, ' _— . . Treasury shares 6,866
Team Intemet is a domain monetisation company based in Munich, Germany. As a result of
the acquisition, the Company is a leading provider in the domain monetisation media channel.
The Company accounted for the acquisition using the acqguisition method and accordingly Redeemable non-controlling interest (34,963)
has allocated the purchase price according to the fair value of the assets of Team Internet it
acquired and the liabilities it assumed. In performing the purchase price allocation, management
has considered, among other things, Team Interet's business model and its value drivers, Fair value of previous investment (12.720Q)
its historical financial performance and estimates of future performance. The fair value of the
g]é%rgggélﬁassets was assessed assuming a market participant acquirer utilising the income Cash consideration 06 843

The results of Team Intermet's operations have been included in the consolidated financial
statements commencing 30 June 2014 in order to align with the accounting close date.
Management estimates that the difference between the consolidation date and the acquisition
date has an immaterial effect on its results of operations.
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The acquired customer relationships are amortised over their estimated useful lives in proportion to the
economic benefits realised (5 year weighted-average useful life). Technology is amortised over its estimated

useful life of 4 years on a straight-line basis.

The purchase price of Team Internet’s shares is composed as follows:

Amount
Cash consideration $ 26,843
Fair value of previous investment (20% equity) *) 12,720
Redeemable non-controlling interest **) 34,963
Total net assets acquired 3 74,526
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NOTE 1:-GENERAL (Cont.) NOTE 1:-GENERAL (Cont.)
*) Prior to the acquisition date, the Company accounted for its 20% interest in Team Intermet as an equity method 2. Acquisition of MobFox:
investment. The acquisition date fair value of the previous equity interest was $ 12,720 and is included in the o S ‘
measurement of the consideration transferred. The Company recognised a gain, net of taxes, in the amount of $ On 31 OCton( 2014, the Company completed the acquisition of the assets and liabilities of MobFox Mobile
7,263 as a result of remeasuring its prior equity interest in Team Internet held before the business combination. Advertising GmbbH (“MobFox”) for a total consideration of $ 19,743,
The gain, net of taxes, is included in the line item “Gain on remeasurement to fair value and equity gains (equity
losses of affiliated companies), net” in the consolidated statements of income. Amount
**) A redeemable non-controlling interest was created, presented in mezzanine equity separate from other Cash consideration $ 10,006

shareholders’ equity, relating to Team Internet’s minority shareholders’ interests. At the date of achieving control it
was valued at $ 34,963. The redeesmable non-controlling interest includes the following components: (1) 30% of
the fair value excluding 20% lack of control, (2) option to sell their remaining shares to the Group (the Put Option) Contingent consideration *) 3,030
and (3) 80% of the gains derived from the Group’s shares held by Team Intemet.

Issuance of Company shares 6,707

Total net assets acquired $ 19,743
The following represents the unaudited pro forma condensed results of operations for the year ended on
31December 2014, assuming that the acquisition of Team Interet occurred on 1 January 2014. The pro forma *) The contingent consideration will be paid upon achieving certain milestones over a period of 2 to 5 years
information is not necessarily indicative of the results of operations that would have actually occurred had the following the acquisition date.

acquisitions been consummated on those dates, nor does it purport to represent the results of operations for

future periods.
MobFox offers a one-stop, integrated mobile ad solution for publishers and advertisers through its technology
platform which facilitates online trading of advertising in multiple formats for mobile devices.

The acquisition was accounted for by the acquisition method and accordingly, the purchase price has been
allocated according to the estimated fair value of the assets of MobFox acquired and the liabilities assumed.
2014 In performing the purchase price allocation, management has considered, inter alia, MobFox's business model
and its value drivers, its historical financial performance and estimates of future performance. The fair value of the

Unaudited intangible assets was assessed assuming a market participant acquirer utilising the income approach.
The following table summarises the fair values of the assets acquired and liabilities assumed as of the acquisition
Revenues $ 258,940 date:
Trade receivables $ 2,298
Net income attributable to Matomy Media Group Ltd. $ 1,670 Other receivables and prepaid expenses 501
Customer relationships 1,150
Basic net earnings per share 3 0.02 Technology 5,163
Goodwill 15,633
Diluted net earnings per share 3 0.01 Total assets acquired 04,645
Trade payables (4,573)
Accrued expenses and other liabilities (69)
Deferred revenues (260)
Total liabilities assumed (4,902)
Net assets acquired 19,743
Contingent consideration to selling shareholders (3,030
$ 16,713
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NOTE 1:-GENERAL (Cont.) NOTE 1:-GENERAL (Cont.)

The acquired customer relationships are amortised over their estimated useful lives in proportion to the economic
benefits realised (5 year weighted-average useful life). Technology is amortised over its estimated useful life of 4
years on a straight-line basis.

3. Acquisition of Avenlo Inc.:

On 15 April 2015, the Company completed the acquisition of 70% of the issued and outstanding shares of a
newly formed company, Avenlo Media Group Inc. (“Avenlo”) that has purchased the principal business activity and
operations of Maven Marketing Group Inc., for a total consideration of $ 22,860. On 8 March 2016, subsequent
to the balance sheet date, the Company signed an amendment to the purchase agreement, setting the total
consideration on the amount of $ 10,790. The Company reassessed the fair value of the purchased assets and
the assumed liabilities within the measurement period as defined in ASC 805, and adjusted the fair values as of
the acquisition date.

The purchase price of Avenlo’s shares is composed as follows:

Amount
Cash consideration $ 5,570
Issuance of Company shares 872
Contingent consideration *) 2,859
Redeemable non-controlling interest **) 1,489
Total net assets acquired $ 10,790

*) The contingent consideration will be paid upon achieving certain milestones over a period of 4 years following
the acquisition date.

**) According to the agreement, Avenlo’s shareholders have the right to individually transfer all of their remaining
shareholding, (being 30% in aggregate) to the Company in three equal instalments of 10% every year starting
21 April 2017 (“the Put Options”). The Put Options’ exercise prices are calculated based on Avenlo’'s EBITDA
multiplied by a changing multiplier according to the agreement. In addition, The Company will have corresponding
call options to the put options.

Avenlo is a leading performance email marketing and ad targeting company, and is incorporated under the laws
of Canada. The acquisition was accounted for by the acquisition method and accordingly, the purchase price has
been allocated according to the estimated fair value of the assets of Avenlo acquired and the liabilities assumed. In
performing the purchase price allocation, management has considered, inter alia, Avenlo’s business model and its
value drivers, its historical financial performance and estimates of future performance. The fair value of the intangible
assets was assessed assuming a market participant acquirer utilising the income approach.
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The following table summarises the estimated fair values of the assets acquired as of the acquisition date:

Data base $ 5,451
Technology 2,119
Customer relationships 406
Goodwill 2,814
Total assets acquired 10,790

The acquired customer relationships are amortised over their estimated useful lives in proportion to the economic
benefits realised (3 year weighted-average useful life). The Data base and the Technology are amortised over its
estimated useful life of 10 and 4 years, respectively on a straight-line basis.

The results of Avenlo’s operations have been included in the consolidated financial statements commencing 1 April
2015. Management estimates that the difference between the consolidation date and the acquisition date has an
immaterial effect on its results of operations.

4. Acquisition of Optimatic Media:

On 13 November 2015, the Company acquired the entire share capital of Optimatic Media Inc. ("Optimatic”) by way
of areverse triangular merger, pursuant to the terms and conditions of the Agreement and Plan of Merger dated 13
November 2015, for a total consideration of $ 33,571, Optimatic is a leading programmatic technological Video
Platform company that enables top- tier publishers to manage their inventory programmatically and a full suite of
digital video Supply Side Platform capabiliies. Optimatic developed a unique proprietary video platform and is
considered a leader in the video space. Optimatic is incorporated under the laws of USA.

The purchase price of Optimatic’s shares is composed as follows:

Amount
Cash consideration $ 20,000
Contingent consideration *) 13,671
Total net assets acquired $ 33,571

*) The contingent consideration will be paid upon achieving certain milestones over a period of 3 years following
the acquisition date.
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NOTE 1:-GENERAL (Cont.)

The acquisition was accounted for by the acquisition method and accordingly, the purchase price
has been allocated according to the estimated fair value of the assets of Optimatic acquired and the
liabiliies assumed. In performing the purchase price allocation, management has considered, inter alia,
Optimatic’s business model and its value drivers, its historical financial performance and estimates of future
performance. The fair value of the intangible assets was assessed assuming a market participant acquirer
utilising the income approach.

The following table summarises the estimated fair values of the assets acquired and liabilities assumed as
of the acquisition date:

Cash $ 2,104
Deposits 124
Trade receivables 13,838
Other receivables and prepaid expenses 541
Property and equipment 7
Customer relationships 7,028
Trade name 3,468
Technology 13,490
Goodwill 18,735
Total assets acquired 59,333
Trade payables (15,345)
Accrued expenses and other liabilities (667)
Deferred tax liability (9,752)
Total liabilities assumed (25,764)
33,571

Net assets acquired

The acquired customer relationships and Trade name are amortised over their estimated useful lives in
proportion to the economic benefits realised (6 and 5 year weighted-average useful life, respectively). The
Technology is amortised over its estimated useful life of 3.5 years, on a straight-line basis.

The results of Optimatic’s operations have been included in the consolidated financial statements commencing
1 November 2015, Management estimates that the difference between the consolidation date and the
acquisition date has an immaterial effect on its results of operations.
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NOTE 1:-GENERAL (Cont.)

NOTE 2:-

5. Unaudited pro forma condensed results of operations:

The following represents the unaudited pro forma condensed results of operations for the years ended
on 31 December 2015 and 2014, assuming that the acquisitions of Avenlo and Optimatic occurred on 1
January 2014. The pro forma information is not necessarily indicative of the results of operations that would
have actually occurred had the acquisitions been consummated on those dates, nor does it purport to
represent the results of operations for future periods.

Year ended 31 December

Unaudited
Revenues $ 327,732 $ 321,014
Net income attributable to Matomy Media Group Ltd. $ 4,170 $ 6,421
Basic net eamings per share 3 0.05 3 0.08
Diluted net eamings per share $ 0.04 $ 0.07

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United Sates ("US GAAP”). The significant accounting policies are applied in the preparation of the consolidated
financial statements on a consistent basis, as follows:

a. Principles of consolidation:

The consolidated financial statements include the accounts of Matomy Media Group Ltd and its subsidiaries.
Intercompany transactions and balances have been eliminated upon consolidation.

Changes in the parent's ownership interest in a subsidiary with no change of control are treated as equity transactions,
with any difference between the amount of consideration paid and the change in the carrying amount of the non-
controlling interest recognised in equity.

Non-controlling interests of subsidiaries represent the non-controlling shareholders’ share of the total comprehensive

income (loss) of the subsidiaries and fair value of the net assets upon the acquisition of the subsidiaries. The non-
controlling interests are presented in equity separately from the equity attributable to the equity holders of the
Company.
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NOTE 2:-

SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Redeemable non-controlling interests are classified as mezzanine equity, separate from permanent equity, on the
consolidated balance sheets and measured at each reporting period at the higher of their redemption amount or
the non-controlling interest book value, in accordance with the requirements of Accounting Standards Codification
("ASC”") 810 “Consolidation” and ASC 480-10-S99-3A, “Distinguishing Liabilities from Equity”.

The following table provides the movement in the redeemable non-controlling interests:

Year ended 31 December

Redeemable non-controlling interest at beginning of year $ 34,062 $ 2,602
Increase in redeemable non-controlling interests due to new subsidiary 1,489 34,963
Decrease in redeemable non-controlling interests due to change in
ownership in subsidiaries (565) -
Revaluation of redeemable non-controlling interest in subsidiaries 76 1,820
Net income attributable to redeemable non-controlling interests 545 65
Classification of redeemable non-controlling interest into accrued
expenses and other liabilities (242) (r01)
Classification to non-controlling interest upon expiration of put option - (740)
Functional currency translation adjustments - (3,847)
$ 35365 $ 34,082

As of 31 December 2015, an amount of 9,916 is expected to be paid during 2016.

b. Use of estimates:

The preparation of the consolidated financial statements in conformity with US GAAP requires management to make
estimates, judgments and assumptions. The Company’s management believes that the estimates, judgments and
assumptions used are reasonable based upon information available at the time they are made. These estimates,
judgments and assumptions can affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the dates of the financial statements, and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

On an ongoing basis, the Company’s management evaluates estimates, including those related to accounts
receivable, fair values of financial instruments, fair values and useful lives of intangible assets, fair values of stock-
based awards, deferred taxes and income tax uncertainties, and contingent liabilites. Such estimates are based
on historical experience and on various other assumptions that are believed to be reasonable, the results of which
form the basis for making judgments about the carrying values of assets and liabilities.
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NOTE 2:-

SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Financial statements in US dollars:

The Company’s management believes that the US dollar is the currency of the primary economic environment in
which Matomy Media Group and most of its subsidiaries operate.

A substantial portion of the revenues and expenses of the Company are generated in US dollars. In addition,
financing activities including equity transactions and cash investments are made in dollars, as well as the Company's
forecasted budget which is prepared in dollars. Thus, the functional and reporting currency of the Company is the
dollar. Accordingly, monetary accounts maintained in currencies other than the dollar are remeasured into dollars
in accordance with ASC 830, “Foreign Currency Matters”. All transaction gains and losses of the remeasured
monetary balance sheet items are reflected in the statements of income as financial income or expenses, as
appropriate.

For subsidiaries whose functional currency has been determined to be their local currency, assets and liabilities
are translated at year-end exchange rates and statement of income items are translated at exchange rates at the
dates of the transactions. Such translation adjustments are recorded as a separate component of accumulated
other comprehensive income in shareholders’ equity.

Cash and cash equivalents:

Cash equivalents are short-term highly liquid investments that are readily convertible into cash with original maturities
of three months or less at acquisition.

Accounts receivable and allowance for doubtful accounts:

Accounts receivable are stated at realisable value, net of an allowance for doubtful accounts. The Company
evaluates specific accounts where information indicates the Company’s customers may have an inability to meet
financial obligations. Allowance for doubtful accounts as of 31 December 2015 and 2014 were $ 3,191 and

$ 2,792, respectively.

Property and equipment, net:

Property and equipment are stated at cost, net of accumulated depreciation. Depreciation is calculated using the
straight-line method over the estimated useful lives of the assets, at the following annual rates:

%
Computers and software 33
Office furniture and equipment 6-10
Electronic equipment 10-15

Leasehold improvements Over the shorter of related lease period or the life of the asset
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NOTE 2:-  SIGNIFICANT ACCOUNTING POLICIES (Cont.) NOTE 2:-  SIGNIFICANT ACCOUNTING POLICIES (Cont.)

g Other intangible assets, net: J. Impairment of long-lived assets:

Other intangible assets consist of technology, customer relationships, data base, trade name and capitalised
research and development costs. Customer relationships and trade name are amortised over their estimated useful
lives in proportion to the economic benefits realised. This accounting policy results in accelerated amortisation of
such customer arrangements and trade name. Technology, data base and capitalised research and development
costs are amortised over their estimated useful lives on a straight-line basis.

Amortisation is calculated using the following annual rates:

Weighted average %

Technology 28

Customer relationships 20

Data base 10

Trade name 20

Capitalised research and development costs 36
Goodwill:

Goodwill represents the excess of the purchase price in a business combination over the fair value of the net
tangible and intangible assets acquired. Under ASC 350, goodwill is not amortised, but rather is subject to an
annual impairment test.

Following the acquisition of Team Internet, the Company operates in one operating segment, comprised of two
reporting units — Matomy and Domain Monetisation. The Company performs an annual impairment test during the
fourth quarter of each fiscal year, or more frequently if indicators of potential impairment exist, to determine whether
the net book value of a reporting unit exceeds its estimated fair value.

The Company did not recognise any impairment charges related to goodwill during 2015 and 2014.

Business combinations:

The Company accounts for business combinations in accordance with ASC 805, “Business Combinations” which

requires allocating the purchase price of acquired companies to the tangible and intangible assets acquired and
liabilites assumed and any non-controlling interest at fair value as of the acquisition date. The ASC also requires
the estimation of fair value of potential contingent consideration at the acquisition date and restructuring and
acquisition-related costs to be expensed as incurred.
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The Company’s long-lived assets are reviewed for impairment in accordance with ASC 360, “Property, Plant, and
Equipment”, whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. In assessing the recoverability of long-lived assets, the Company makes judgments regarding
whether impairment indicators exist based on legal factors, market conditions and operating performances of
assets or asset groups. Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to the future undiscounted cash flows expected to be generated by the asset. If such assets
are considered to be impaired, the impairment to be recognised is measured by the amount by which the carrying
amount of the assets exceeds the fair value of the assets.

For the years ended 31 December 2015 and 2014 no impairment indicators were identified.

Investments in affiliated companies:

Investments in companies in which the Company holds less than 20%, and does not have the ability to exercise
significant influence over their operating and financial policies, are stated at cost. Investments in companies in
which the Company holds more than 20% (and less than 50%) or has the ability to exercise significant influence
over their operating and financial policies are measured using the equity method.

The Company's investments in affiiated companies are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of the investment may not be recoverable. For the years
ended 31 December 2015 and 2014, the Company incurred impairment losses in the amount of $ 0 and $ 541,
respectively.

Severance pay:

Effective September 2007, the Company's agreements with employees in Israel are generally in accordance with
section 14 of the Severance Pay Law - 1963 which provide that the Company’s contributions to severance pay
fund shall cover its entire severance obligation with respect to period of employment subsequent to September
2007. Upon termination, the release of the contributed amounts from the fund to the employee shall relieve the
Company from any further severance obligation and no additional payments shall be made by the Company to the
employee. As a result, the related obligation and amounts deposited on behalf of such obligation are not stated on
the balance sheet, as the Company is legally released from severance obligation to employees once the amounts
have been deposited, and the Company has no further legal ownership on the amounts deposited.
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SIGNIFICANT ACCOUNTING POLICIES (Cont.)

The Company’s liability for severance pay for periods prior to September 2007 is calculated pursuant to Israeli
severance pay law based on the most recent salary of the employees multiplied by the number of years of
employment as of the balance sheet date. The Company recorded as expenses the increase in the severance
liability, net of earnings (losses) from the related investment fund. Employees were entitled to one month's salary for
each year of employment, or a portion thereof. Until 1 September 2007, the Company’s liability was partially funded
by monthly payments deposited with insurers; any unfunded amounts are covered by a provision established by
the Company.

The carrying value of the deposited funds for the Company’s employees’ severance pay for employment periods
prior to September 2007 include profits and losses accumulated up to the balance sheet date. The deposited
funds may be withdrawn only upon the fulfilment of the obligation pursuant to Israeli severance pay law or labour
agreements.

Severance expenses during the years ended 31 December 2015 and 2014 were $ 1,406 and $ 1,575, respectively.

Revenue recognition:

The Company provides digital performance-based marketing services to optimise and deliver certain pre-defined,
measureable and validated results across eight media channels display, video, domain monetisation, email,
mobile, social, search and virtual currency, for multiple industry verticals, such as games and entertainment,
healthcare and pharmaceuticals, finance and education, and on a wide variety of devices and operating systems.

The Company generates revenues only when its customers’ ad campaigns achieve certain predefined measurable
and validated results on a per-action basis such as cost-per-acquisition (“CPA"), cost-per-sale (“CPS"), cost-per-
lead (“CPL"), cost-per-download (‘CPD"), incentivised cost-per-view (“CPV"), cost-per-install (“CPI") and pay per
call ("PPC").

The Company recognises revenue when all four of the following criteria are met: persuasive evidence of an
arrangement exists; service has been provided; customer fees are fixed or determinable; and collection is
reasonably assured. Revenue arrangements are evidenced by fully executed terms and conditions as part of an
insertion order, with an advertiser or an advertising agency.
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SIGNIFICANT ACCOUNTING POLICIES (Cont.)

The determination of whether revenues should be reported on a gross or net basis is based on an assessment
of whether the Company is acting as the principal or an agent in the transaction. In determining whether the
Company acts as the principal or an agent, the Company follows the accounting guidance for principal-agent
considerations. While none of the factors identified in this guidance is individually considered presumptive or
determinative, the Company has determined it is the primary obligor in all its advertising arrangements because
the Company is responsible for (i) identifying and contracting with its advertisers, (i) establishing the selling prices
of the advertisements sold, (iii) performing all billing and collection activities, (iv) performing the service, and (v) take
on credit risk in the transaction. Therefore the Company acts as the principal in these arrangements and reports
revenue eamed and costs incurred on a gross basis.

Revenues from related parties amounted to $ 2,052 and $ 412 for the years ended 31 December 2015 and 2014,
respectively. Cost of revenues to related parties amounted to $ 2,489 and $ 1,268 for the years ended 31
December 2015 and 2014, respectively.

The Company records deferred revenues for unearned amounts received from customers for services that were
not recognised as revenues.

Comprehensive income:

The Company accounts for comprehensive income in accordance with ASC 220, “Comprehensive Income”.
Comprehensive income generally represents all changes in shareholders’ equity during the period except those
resulting from investments by, or distributions to, shareholders. The Company's items of other comprehensive
income relate to foreign currency translation adjustments.

The Company implements ASU No. 2013-02, “Reporting of Amounts Reclassified out of Accumulated

Other Comprehensive Income”, which requires to provide information about the amounts reclassified out of
Accumulated Other Comprehensive Income ("“AOCI") by component. In addition, the Company is required to
present, either on the face of the financial statements or in the notes, significant amounts reclassified out of
AOCI by the respective line items of net income, but only if the amount reclassified is required to be reclassified
in its entirety in the same reporting period. For amounts that are not required to be reclassified in their entirety
to net income, the Company is required to cross-reference to other disclosures that provide additional details
about those amounts.

Research and development costs:

Research and development costs of certain technologies, are capitalised in accordance with conditions set out
for interal-use software, as described in ASC 350-40, “Internal Use Software”. Therefore, cost incurred for the
website application and infrastructure development stage are capitalised after conceptual formulation, design
and testing of software project alternatives have all been completed. Capitalised technology is stated at cost
less accumulated depreciation.

All other research and development costs are charged to the statements of income as incurred.
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)
o. Accounting for stock-based compensation:

The Company accounts for stock-based compensation under ASC 718, “Compensation — Stock Compensation”,
which requires the measurement and recognition of compensation expense based on estimated fair values for all

share-based payment awards made to employees and directors.

ASC 718 requires companies to estimate the fair value of equity-based payment awards on the date of grant using
an option-pricing model. The value of the portion of the award that is ultimately expected to vest is recognised as

an expense over the requisite service periods in the Company’s statements of income.

The Company recognises compensation expenses for the value of its awards, which have graded vesting, based

on the accelerated attribution method over the requisite service period of each of the awards.

The Company estimates the fair value of stock options granted to its employees and directors using the Black-
Scholes-Merton option-pricing model. The Black-Scholes-Merton model requires a number of assumptions, of
which the most significant are the fair value of its ordinary shares, the expected stock price volatility, expected

option term, risk-free interest rates and expected dividend yield, which are estimated as follows:

. Volatility - as of 31 December 2015, the Company’s ordinary shares had not been publicly traded for long
enough to accurately evaluate volatility, and therefore the volatility assumption is based on the volatilities of

other publicly-traded companies that are comparable to the Company, as in previous periods.

. Expected option term - the expected term of the options represents the period of time that the options are
expected to be outstanding and is based on the simplified method, which is the midpoint between the

vesting date and the end of the contractual term of the option.

. Risk-free interest - the risk-free interest rate assumption is based on the yield from zero-coupon US

government bonds appropriate for the expected term of the Company’s employee stock options.

. Dividend yield - the Company estimates its dividend yield based on historical pattern, however the

Company currently intends to invest funds in business development and not to distribute dividends.
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SIGNIFICANT ACCOUNTING POLICIES (Cont.)

The fair value of the Company’s stock options granted to employees and directors for the years ended 31 December
2015 and 2014 was estimated using the following weighted average assumptions:

Year ended 31 December

Volatility 45% 45%

Expected option term (in years) 6.3 5.6

Risk-free interest rate 1.55% 1.6%

Dividend yield 0% 0%
Income taxes:

The Company is subject to income taxes in Israel, Germany, the United States and numerous other jurisdictions.
The Company accounts for income taxes in accordance with ASC 740, “Income Taxes”. This topic prescribes the
use of the assets and liabilities method, whereby deferred tax asset and liability account balances are determined
based on differences between financial reporting and tax bases of assets and liabilities and are measured using
the enacted tax rates and laws that will be in effect when the differences are expected to reverse. The Company
provides a valuation allowance, if necessary, to reduce deferred tax assets to the amount that is more likely than
not to be realised. In such determination, the Company considers future reversal of existing temporary differences,
future taxable income, tax planning strategies and other available evidence in determining the need for a valuation
allowance.

The Company implements a two-step approach to recognise and measure uncertain tax positions. The first step
is 1o evaluate the tax position taken or expected to be taken in a tax retum by determining if the weight of available
evidence indicates that it is more likely than not that, on an evaluation of the technical merits, the tax position will
e sustained on audit, including resolution of any related appeals or litigation processes. The second step is to
measure the tax benefit as the largest amount that is more than 50% (on a cumulative basis) likely to be realised
upon ultimate settlement. The Company classifies interest incurred payable to tax authorities as tax expenses.

Concentrations of credit risks:

Financial instruments that could potentially subject the Company to concentrations of credit risk consist principally
of cash and cash equivalents and trade receivables.

Cash and cash equivalents are managed in major banks in Israel, the United States, Mexico, Spain, Germany,
Austria, Cyprus, Canada and the United Kingdom.
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NOTE 2:-  SIGNIFICANT ACCOUNTING POLICIES (Cont.) NOTE 2:-  SIGNIFICANT ACCOUNTING POLICIES (Cont.)

The Company’s trade receivables are derived from sales to customers located mainly in Europe and the United
States. The Company performs ongoing credit evaluations of its customers and a specific allowance for doubtful
accounts is provided.

S. Derivative instruments:

The Company uses derivative instruments to protect against foreign currency fluctuations and to hedge against
the risk of overall changes in future cash flow from payments of payroll and related expenses denominated in
New lsraeli Shekels.

These instruments were not designated as cash flow hedges as defined by ASC 815, “Derivatives and Hedging”,
and therefore the Company recognises the changes in fair value of these instruments in the statements of income
as financial income or expense, as incurred.

The Company had forward and options contracts that did not meet the requirement for hedge accounting.

The following table presents the notional amount of derivative instruments:

31 December

Total options acquired $ 8,911 $ 16,035
Total options sold 9,965 16,792

The net gains (losses) recognised in “financial income, net” during the years ended 31 December 2015 and 2014
were $ 197 and $ (1,555), respectively.

1. Fair value of financial instruments:

The Company applies ASC 820, “Fair Value Measurements and Disclosures”. Under this standard, fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an
orderly transaction between market participants at the measurement date.

In determining fair value, the Company uses various valuation approaches. ASC 820 establishes a hierarchy

for inputs used in measuring fair value that maximises the use of observable inputs and minimises the use of
unobservable inputs by requiring that the most observable inputs be used when available. Observable inputs
are inputs that market participants would use in pricing the asset or liability developed based on market data
obtained from sources independent of the Company. Unobservable inputs are inputs that reflect the Company’s
assumptions about the assumptions market participants would use in pricing the asset or liability developed
based on the best information available in the circumstances.
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A three-tier fair value hierarchy is established as a basis for considering such assumptions and for inputs used in
the valuation methodologies in measuring fair value:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company can
access at the measurement date.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3 - Unobservable inputs for the asset or liability.

Foreign currency derivative contracts are classified within Level 2 as the valuation inputs are based on quoted
prices and market observable data of similar instruments.

Basic and diluted earmings per share:

Basic earmnings per share are computed based on the weighted average number of ordinary shares outstanding
during each year. Diluted eamings per share are computed based on the weighted average number of ordinary
shares outstanding during each year, plus dilutive potential ordinary shares outstanding during the year, in
accordance with ASC 260, “Earnings Per Share”.

The total weighted average number of shares related to the outstanding options excluded from the calculations
of diluted earmings per share, since they would have an anti-dilutive effect, was 2,751,352 and 1,053,983 for
the years ended 31 December 2015 and 2014, respectively.

Treasury shares:

In accordance with ASC 505-30, the Company shares held by the Company and/or its subsidiaries are
recognized at cost of purchase and presented as a deduction from equity. Any gain or loss arising from a
purchase, sale, issue or cancellation of treasury shares is recognized directly in equity.

Recently issued accounting standards:

In May 2014, the Financial Accounting Standards Board (“FASB”) issued an ASU No. 2014-09 on revenue from
contracts with customers, which outlines a single comprehensive model for entities to use in accounting for
revenue arising from contracts with customers and supersedes most current revenue recognition guidance. In
2015, the FASB issued guidance to defer the effective date to fiscal years beginning after December 15, 2017
with early adoption for fiscal years beginning after December 15, 2016. The Company is currently evaluating

the method of adoption, as well as the effect that adoption of this ASU will have on its consolidated financial
statements.
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NOTE 2:-  SIGNIFICANT ACCOUNTING POLICIES (Cont.) NOTE 3:- OTHER RECEIVABLES AND PREPAID EXPENSES

In November 2015, the FASB issued ASU No. 2015-17 related to balance sheet classification of deferred 31 December
taxes. The new guidance requires that deferred tax assets and liabilities be classified as noncurrent in a _
classified statement of financial position. The new guidance is effective for fiscal years, and interim periods within

those fiscal years, beginning after December 15, 2016. Early adoption is permitted. The Company early adopted
Government authorities $ 2,206 $ 1,930

Advances to suppliers and prepaid expenses 1,359 1,637

this guidance on a retrospective basis as of December 31, 2015. As a result, the Company’s current deferred
tax assets and current deferred tax liabilities as of December 31, 2014 in an amount of $1,817 and $97, were
reclassified to noncurrent assets and liabilities, respectively to conform to the current year presentation. Short term deposits 247 14

Other 214 571

In September 2015, the FASB issued ASU 2015-16, “Business Combinations (Topic 805): Simplifying the $ 4,020 $ 4,152
Accounting for Measurement-Period Adjustments,” which eliminates the requirement for an acquirer in a

business combination to account for measurement-period adjustments retrospectively. Acquirers would now

recognize measurement-period adjustments during the period in which they determine the amount of the

adjustment. This ASU is effective for annual and interim reporting periods beginning after December 15, 2015,

including interim periods within those fiscal years, and should be applied prospectively to adjustments for

provisional amounts that occur after the effective date with early adoption permitted for financial statements that NOTE 4:- PROPERTY AND EQUIPMENT, NET
have not been issued. The Company adopted this guidance regarding all acquisitions, beginning 1 January

2015. The effect of the adoption on the consolidated financial statements was immaterial.

a. Cost:

In February 2016, the FASB issued ASU 2016-02 - Leases (ASC 842), which sets out the principles for the

recognition, measurement, presentation and disclosure of leases for both parties to a contract (i.e. lessees and
31 December

lessors). The new standard requires lessees to apply a dual approach, classifying leases as either finance or _ _
operating leases based on the principle of whether or not the lease is effectively a financed purchase by the

lessee. This classification will determine whether lease expense is recognized based on an effective interest

method or on a straight line basis over the term of the lease, respectively. A lessee is also required to record Computers and software 8 5,802 $ 4,910
a right-of-use asset and a lease liability for all leases with a term of greater than 12 months regardless of their Office fumniture and equipment 851 708
classification. Leases with a term of 12 months or less will be accounted for similar to existing guidance for Electronic equipment 197 192
operating leases today. The new standard requires lessors to account for leases using an approach that is Leasehold improvements 1,206 1,196

substantially equivalent to existing guidance for sales-type leases, direct financing leases and operating leases.
The ASU is expected to impact our consolidated financial statements as we have certain operating lease

8,056 7,006
arrangements. ASC 842 supersedes the previous leases standard, ASC 840 Leases. The standard is effective o
. . . o , . . Accumulated depreciation (5,344) (4,147)
on January 1, 2019, with early adoption permitted. The Company is in process of evaluating the impact of this
new guidance on its financial statements.
Depreciated cost $ 2,712 $ 2,859

b.  Depreciation expense amounted to $ 1,209 and $ 1,090 for the years ended 31 December 2015 and 2014, respectively.
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NOTE 5:- INVESTMENT IN AFFILIATED COMPANIES NOTE 7:- OTHER INTANGIBLE ASSETS, NET

The following table presents the balance of investments in affiliated companies:
a. Other intangible assets:

31 December

Original amounts:

Adperio Inc. (a) $ 1,952 $ 1,962
Other 65 89
Technology 3 29,484 3 13,799
Customer relationships 29,931 19,831
$ 20w $ 208 Data base 5,639
Trade name 3,468
Capitalised research and development costs 2,400 205
(@ On 1 July 2011, the Company acquired 17.69% of the issued and outstanding shares of Adperio Inc., (“Adperio”) a
leading online digital ad agency based in the U.S, for a total consideration of $ 2,287. The Company holds 17.56% 70,822 33,835
of Adperio’s issued and outstanding shares and up to 30 June 2015 accounted for the investment under the equity Accumulated amortisation:
method. On 1 July 2015 the Company removed its representative from Adperio’s board of directors and relinquished
its right to nominate a BOD member, therefore from this date the Company accounts for the investment under the cost Technology 7188 2480
Customer relationships 10,432 4,415
method. Data base 415
Trade name 95
Capitalised research and development costs 251 18
18,331 6,919
NOTE 6:- GOODWILL
Changes in goodwill for the years ended 31 December 2015 and 2014 are as follows: Other intangible assets, net $ 52,491 $ 26,916
p. Amortisation expense amounted to $ 11,412 and $ 5,766 for the years ended 31 December 2015 and 2014, respectively.
C. The estimated future amortisation expense of other intangible assets as of 31 December 2015 is as follows:

Year ended 31 December

B 2016 § 15810

2017 14,265

Goodwill interest at beginning of year $ 75,094 $ 12,686 2018 11.419
Acquisitions 21,549 68,158 2019 5,161
Functional currency translation adjustments - (5,750) 2020 and after 5,846
$ 96,643 3 75,094 $ 52,497
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NOTE 8:- ACCRUED EXPENSES AND OTHER LIABILITIES NOTE 9: BANK LOAN AND CREDIT LINE

a. On 1 January 2013, the Company borrowed a loan in the amount of $ 6,000 from an Israeli bank. In accordance with the

loan agreement, repayment of the principal shall be made in six equal payments every six months commencing 1 July

a.  Current: 2013. The loan bore interest of three years USD LIBOR plus 4.95% to be paid together with the principal. The loan was
repaid in full on 2 July 2014.

p. On 23 December 2013, the Company borrowed an additional loan in the amount of $ 3,000. In accordance with the
loan agreement, repayment of this loan shall be made in four equal payments (principal plus interest) every six months
31 December commencing 23 June 2014, The loan bore interest of two years USD LIBOR plus 3.68%. The loan was repaid in full on

C. On 16 June 2014, the Company signed a term loan agreement with an Israeli bank in an amount of $21,600. The

loan agreement requires repayment of 85% of the principal in 12 equal payments every three months commencing 16

Employees and payroll accruals $ 3870 § 3,251 September 2014, and 15% of the principal in 4 equal payments every three months commencing 16 September 2017 .

" The loan bore an initial interest of three months USD LIBOR plus 4.5%, which was reduced in January 2015 to USD

Government authorities 2,527 1416 LIBOR plus 3.5% to be paid together with the relevant portion of the principal. In relation to this loan, the Company is

Accrued expenses 1,314 1,549 required to comply with certain covenants, as defined in the loan agreement and its amendments. As of 31 December
2015, the Company was in full compliance with the financial covenants.

Payables due to the acquisition of Social - 100
) L * d.  The Company’s line of credit and loans from an Israeli bank are secured by way of: () a fixed charge over the unpaid equity
Payable to red ol troll terest 650 2,263 . ) N < . ) .
ayable 10 redeemable non-controling interest ) of the Company and its Israeli subsidiaries; and (i) a floating charge over all of the assets of the Company and its Israeli
Derivatives 110 1,170 subsidiaries. As of 31 December 2015, this credit line was not in use.
Contingent consideration to selling shareholder 6,123 - e.  On11July 2013, Team Interet borrowed $ 547 (KEUR 450) from a German bank pursuant to a loan agreement requiring
Other 344 167 repayment after two years (30 September 2015). The interest rate on the loan was 2.65% and is payable every three
months commencing 30 September 2013. The loan was repaid in full on 30 September 2015.
f. On 20 August 2015, Buyname, a wholly owned subsidiary of Team Intermet, signed a term loan agreement with a German
$ 14988  $ 9,916 bank in an amount of $1,297. In accordance with the loan agreement, repayment of the principal shall be made in 54
equal monthly payments, commencing 31 March 2016. The loan bears an interest of 1.8% to be paid on a monthly basis,
b.  Long term: commencing August 31, 2015.

NOTE 10:- COMMITMENTS AND CONTINGENT LIABILITIES
31 December

_ The Company rents its facilities under operating lease agreements with an initial term expiring in 2021. Future minimum
lease commitments under non-cancellable operating leases for the year ended 31 December 2015 were as follows:
Contingent consideration to selling shareholder $ 11,968 $ 3,050 2016 3 2,064
Accrued severance pay 21 278 2017 1,862
Capitalised rent loss 419 532 2018 1,778
Payable to redeemable non-controling interest *) - 1,297 2019 1,630
Other 590 251 2020 1,543
Thereafter 186
3 12,998 $ 5,402

$ 9,063

¥ Amounts payable to redeemable non-controlling interest relate to dividends and gain from reissuance of treasury shares.

Rent expenses for the years ended 31 December 2015 and 2014, were $ 1,570 and $ 1,215, respectively.

The Company has provided guarantees for rent expenses in the amount of $ 1,120.
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NOTE 10:-

NOTE 11:-

COMMITMENTS AND CONTINGENT LIABILITIES (Cont.)

The Company leases its motor vehicles under cancellable operating lease agreements until October 2018. The minimum
payment under these operating leases, upon cancellation of these lease agreements, was $ 9 as of 31 December 2015.

Lease expenses for motor vehicles for the years ended 31 December 2015 and 2014 were $ 106 and $ 146, respectively.

EQUITY

a.

General

All ordinary shares, preferred A shares, options, per share data and exercise price included in these financial
statements for all periods presented have been retroactively adjusted to reflect the issuance on March 27, 2014
of 6-to-one bonus shares (equivalent to a 7-for-1 stock spilit).

The Company’s equity is composed of shares of NIS 0.01 par value each, as follows:

31 December 2015 31 December 2014

Number of shares

Ordinary Shares *) 430,500,000 91,882,390 430,500,000 90,290,596

430,500,000 91,882,390 430,500,000 90,290,596

*) The Ordinary Shares confer upon the holders thereof the right to receive notices and to attend general meetings
of the Company, to be present thereat and to participate in and vote at such meetings, the right to participate in
all distributions of dividends (whether of cash, assets or in any other lawful way) made by the Company and the
right to participate with the other shareholders in the distribution of the surplus of assets of the Company which
remains available for distribution on winding-up.

Issuance of shares and options to investors:

As of 31 December 2015, there are 1,239,735 fully vested outstanding warrants with exercise price of $ 1.11
which were granted to investors in the past, and are exercisable through August 2017.
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Options issued to employees and directors:

In 2006, the Company adopted stock incentive plan that was amendment and restated in December 2012 (“the
2006 Plan”). In 2012 the Company adopted a new stock incentive plan (“the 2012 Plan”) and ceased issuing
stock options under the 2006 plan.

EQUITY (Cont.)

Under the 2012 plan, options and Restricted Stock Unit (‘RSU”) may be granted to employees, directors,
officers and consultants of the Company. The Company reserved for issuance 34,286,065 Ordinary shares.
Each option granted under the Plans is fully exercisable between O to 4 years and expires in between 7 to 10
years from the date of grant. The 2006 Plan and the 2012 plan are in accordance with section 102 to Israel's
Income Tax Ordinance. In 2012, the Company adapted the US Sub-plan which set the grants and tax to
employees in the US.

Any options, which are forfeited or not exercised before expiration, become available for future grants.
As of December 31 2015, there were 1,231,778 options available for future grants under the plan.

A summary of the activity in options granted to employees and directors is as follows:

Qutstanding at 1 January 2015 10,185,971 $ 1.659 4.86 20,731
Granted 1,904,281 $ 1.88
Exercised (1,274,224) $ 0.94
Forfeited (2,107,081) $ 2.91
Outstanding at 31 December 2015 8,708,947 $ 1.44 4.40 2,821
Exercisable at 31 December 2015 6,040,966 $ 1.18 2.82 2,676

As of 31 December 2015, the total compensation cost related to options granted to employees and directors, not
yet recognized amounted to $ 1,647.

The total intrinsic value of options exercised during the years ended 31 December 2015 and 2014 was $ 814 and
$ 1,438, respectively.

The weighted average grant date fair values of options granted for the years ended 31 December 2015 and 2014,
were $ 0.85 and $ 1.52, respectively.
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NOTE 11:- EQUITY (Cont.) NOTE 12:-
e. Options issued to non-employees:
The Company’s outstanding options to non-employees as of 31 December 2015 were as follows:
Options for Exercise
Ordinary price per Options Exercisable
Issuance date shares share exercisable through
January 2010 32,044 0.21 32,044 December 2017
No stock-based compensation expense was recorded in respect of options granted to non-employees in
the years ended 31 December 2015 and 2014,
f. Restricted Stock Units issued to employees and directors:
Restricted stock units are valued at the market price of a share of the Company’s common stock on the
date of grant.
During 20156 and 2014 an amount of 640,000 and O RSUs were granted, respectively. As of 31 December
2015, no RSUs were vested.
The weighted average grant date fair value per share for the year ended December 31, 2015 was $ 1.54.
NOTE 13:-

As of 31 December 2015, the total compensation cost related to RSUs granted to employees, not yet
recognized amounted to $ 674,

g. Treasury shares

As part of the acquisition of Team Internet AG (see note 1b(1)), 1,625,659 shares of the Company which
were owned by Team Interet and acquired through the transaction were reclassified as treasury shares
and valued at $ 6,866.

In October 2014, 414,423 of these treasury shares were sold and 80% of the gain was allocated to
Team Internet's redeemable non-controlling interest.

As of 31 December 2015 Team Internet holds 1,211,236 shares of the Company.
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EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted earnings per share:

31 December

Net income attributable to Matomy Media Group Ltd. $ 6,613 $ 8,003
Dilutive effect:
Deemed dividend (in thousands) (593)
Diluted net income attributable to Matomy Media Group Ltd. $ 6,613 $ 7,410
Weighted average ordinary shares outstanding (in thousands) 92,269 79,837
Dilutive effect:

Stock options (in thousands) 3,698 6,362
Diluted weighted average ordinary shares outstanding (in thousands) 95,967 86,199
Basic eamings per ordinary share $ 0.07 $ 0.10
Diluted eamings per ordinary share $ 0.07 $ 0.09

TAXES ON INCOME

a. lsraeli taxation:

1. Corporate tax rates in Isragl

Taxable income of Israeli companies is subject to tax at the rate of 26.5% in 2015 and 2014,

On January 4, 2016, the Israeli Parliament’'s Plenum approved by a second and third reading the Bill for Amending
the Income Tax Ordinance (No. 217) (Reduction of Corporate Tax Rate), 2015, which consists of the reduction of
the corporate tax rate from 26.5% to 25%.

The deferred tax balances included in the financial statements as of December 31, 2015 are calculated according
to the tax rates that were in effect as of the reporting date and do not take into account the potential effects of the
reduction in the tax rate. Said effects will be included in the financial statements that will be issued starting from the
date on which the new tax rate is substantially enacted, namely in the first half of 2016.

The Company estimates that the effect of the change in tax rates will be immaterial.
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NOTE 13:- TAXES ON INCOME (Cont.) NOTE 13:- TAXES ON INCOME (Cont.)

C. Deferred tax assets and liabilities:
2. Tax benefits under the Israeli Law for the Encouragement of Capital Investments, 1959 (‘the Law”):

Deferred taxes reflect the net tax effect of temporary differences between the carrying amounts of assets and
received a “Preferred Enterprise” status, which provides certain benefits, including reduced tax
rates. Income not eligible for Preferred Enterprise benelits is taxed at a regular rate. The tax rates
applicable for preferred enterprise income are 16% in 2014, 2015 and thereatter.

the Company’s deferred tax assets and liabilities are as follows:

Year ended
31 December

The entitement to the above benefits is conditional upon the Company’s fulfiling the conditions
stipulated by the Law and regulations published thereunder. Should the Company fail to meet
such requirements in the future, income attributable to its Preferred Enterprise program could be
subject to the statutory Israeli corporate tax rate and the Company could be required to refund a

portion of the tax benefits already received, with respect to such programs. As of 31 December Deferred tax assets:

2015, management believes that the Company is in compliance with all the conditions required by Carry forward losses 737 $ 1,149
the Law. Research and development expenses 966 1,144
Allowance for doubtful debts 763 722
Intangible assets 844 204
In May 2013, pursuant to a temporary tax relief, the Company elected to pay $ 563 on account of d
reduced corporate tax rate with respect to undistributed exempt Privileged income, accumulated Other /71 1,136
up until 31 December 2011. Pursuant to the terms of the temporary tax relief, the Company must
make certain qualified investments in Israel over the five years period commencing 2013. 4081 4355
As of 31 December 2015, the Company had $ 5,819 of tax-exempt income attributable to its Valuation allowance (26) ©)
Privileged Enterprise program resulting from 2012. The Company does not intend to distribute
any amounts of its undistributed tax-exempt income as dividends as it intends to reinvest its tax- Deferred tax assets, net $ 4,055 $ 4,352
exempt income within the Company. Accordingly, no deferred income taxes have been provided
on income attributable to the Company's Privileged Enterprise programs as the undistributed tax- o
exempt income is essentially permanent in duration. If such tax exempt income is distributed, it Deferred tax liabilities:
would be taxed at the reduced corporate tax rate applicable to such profits (25%) and an income Intangible assets $ 12,861 $ 5,936
tax liability of approximately $ 1,455 would be incurred as of 31 December 2015. Gain on achieving control 0330 2330
Deductible goodwill 804 248
b.  Income taxes on non-Israeli subsidiaries: Other 48 310
Deferred tax liabilities 16,043 8,824
Non-Israeli subsidiaries are taxed according to the tax laws in their respective country of residence. Neither Isragli
income taxes, foreign withholding taxes nor deferred income taxes were provided in relation to undistributed Deferred tax liabilities, net $ (11,988) $ (4,472)

earnings of the Company’s foreign subsidiaries. This is because the Company has the intent and ability to
reinvest these earnings indefinitely in the foreign subsidiaries and therefore those eamnings are continually
redeployed in those jurisdictions. As of December 31, 2015, the amount of undistributed earnings of d. Income before taxes on income is comprised as follows:
non-lsraeli subsidiaries, which is considered indefinitely reinvested, was $ 7,396 with a corresponding
unrecognized deferred tax liability of $ 1,747.
Year ended 31 December

Domestic $ 4,979 $ 5,645
Foreign 4,958 (1,062)
3 9,937 $ 4,583
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NOTE 13:- TAXES ON INCOME (Cont.) NOTE 13:- TAXES ON INCOME (Cont.)
e. Taxes on income are comprised as follows:
g. Reconciliation of the theoretical tax expenses:

Year ended 31 December

_ Reconciliation between the theoretical tax expenses, assuming all income is taxed at the statutory rate in Israel

and the actual income tax as reported in the statements of income is as follows:

Current $ 4,929 $ 3,767
Deferred (2,248) (2,001)
Year ended 31 December
$ 2,681 $ 1,766 _
Domestic 3 1,259 $ 2,593 _ ,
Income before taxes as reported in the statements of income 3 9,937 $ 4,583
Foreign 1,422 (827)
Statutory tax rate in Israel 26.5% 26.5%
$ 2,681 $ 1,766
$ 2,633 $ 1,214
f. A reconciliation of the beginning and ending amount of unrecognised tax benefits related to uncertain tax Increase (decrease) in taxes resutting from:
positions is as follows:
Effect of “Privileged Enterprise” or “Preferred Enterprise” status *) (20) (181)
Change in valuation allowance 39 (278)
Effect of foreign exchange rate (NIS against the USD) 65 1,234
Beginning balance $ 136 $ 128 Others 40 (70)
Increase related to tax positions taken during prior years 3 2
Increases related to tax positions taken during the current year - 6 $ 2,681 $ 1,766
Ending balance 3 139 3 136 Effective tax rate 27% 39%
, , , , , *) Basic earnings per share amounts of the benefit resulting from
The ermre’ amount of unrgoogmsed tax benefits as of 31 December 2015, if recognised, would reduce the “Privileged Enterprise” or "Preferred Enterprise” status $ ) $ )
Company's annual effective tax rate.
As of 31 December 2015, the Company and its main subsidiaries in Israel and in USA received final, or . ' ' ,
considered final, tax assessments through 2010. Diluted earnings per share amounts of the benefit resulting from
“Privileged Enterprise” or “Preferred Enterprise” status $ ) $ )

The Company's main subsidiary in Germany received final tax assessments through 2013.

) Represents an amount lower than $ 0.01

160 | Matomy Media Group Ltd. Annual Report and Accounts 2015 Matomy Media Group Ltd. Annual Report and Accounts 2015 | 161



Continued Notes to Group financial statements

(US dollars in thousands, except where noted otherwiss)

NOTE 14:- REPORTABLE SEGMENTS

a. Reportable segment:

The Company applies ASC 280, “Segment Reporting”. Based on the management reporting system, the

Company operates in a single reportable segment as a provider of marketing services.

D. Revenes from media channels:

Total revenues from external customers divided on the basis of the Company’s media channels are as follows:

Display and video *)
Domain monetization
Email

Mobile

Social

Other **)

Total

Year ended 31 December

$ 183,430 $ 189,293

54,268 22,603
34,382 20,5631
26,412 25,684
12,753 13,468

9,731 156,864

$ 270,976 $ 237,443

") Revenues from display and video are integrated to one media channel, since video ads appear before, during or after

the display of video content and video is considered one of multiple formats of display.

**) Other media channels consist mainly of revenues from the search and virtual currency media channels.

C. Geographical information:

Revenues by geography are classified based on the location where the consumer completed the action that

generated the relevant revenues. The following table sets out the Company’s revenues from external customers

and property and equipment, net by geography for the years ended 31 December 2015 and 2014.
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NOTE 14:- REPORTABLE SEGMENTS (Cont.)
1. Revenues from external customers:
Year ended 31 December
Americas $ 180,826 $ 149,145
Europe 54,499 67,208
Asia 11,474 8,644
Israel 287 281
Other 23,890 12,165
$ 270,976 $ 237,443
2. Property and equipment, net:
Year ended 31 December
Israel $ 1,876 $ 2,140
Americas 605 586
Europe 231 133
$ 2,712 $ 2,859
d. In the year ended 31 December 2015, one customer contributed 17% of the Company’s revenues, while no other customer

contributed more than 10%.

In the year ended 31 December 2014, no customer contributed more than 10% of the Company’s revenues.
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S \atomy Media Group Ltd.
oharenolder information

Company Secretary Legal Advisers to Matomy as to US
ldo Barash and English law
Simmons & Simmons LLP
Year ended 31 December CityPoint

o150 Registered Office
One Ropemaker Street

6 Hanechoshet Strest

T London EC2Y 955
. o , el Aviv 697107
Financial income: United Kingdom

Israel
Interest income $ [CR 101 Legal Advisers to Matomy as to Israeli law
Hedging ransactions 17 ' Investor Contact S. Friedman & Co.
Other 7 28 . L

Lipaz Kloper 2 Weizmann Street

; Tel Aviv 61330
517 129 Matomy Media Group Ltd.

6 Hanechoshet Street Israel

Tel Aviv 6971070

Financial expenses:

Bank fees (453) (691) srael Joint Corporate Brokers
Interest expense (780) (1.012) T +072 77 360 6161 Canaccord Genutty Limited
Foreign currency remeasurement, net (1,030) (905) E: Lipaz.k@matorny.com 88 Wood Strect
Hedging transactions - (1,555) London EC2V 7QR
Other (133) (17) ) United Kingdom

Registrars

(2,396) (4,180) Capita Registrars (Guemsey) Limited) Shore Capital Group
Longue Hougue House 14 Clifford Street
London W1S 4JU

3 @179 8 (4,051) St Sampson
Guemnsey GY2 4N

United Kingdom

Auditors Company website

Kost Forer Gabbay & Kasierer Investor and shareholder related information can be found on
_________________ A rmermber of Emst & Young Globel the Company website at: investors.matomy.com

3 Aminadav Street

Tel Aviv 6706703

Israel

164 | Matomy Media Group Ltd. Annual Report and Accounts 2015 Matomy Media Group Ltd. Annual Report and Accounts 2015 | 165






