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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited
take no responsibility for the contents of this information sheet, make no representation as
to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this
information sheet.
Company Name (stock code): Sisram Medical Ltd (1696)
Stock Short Name: SISRAM MED
This information sheet is provided for the purpose of giving information to the public about
Sisram Medical Ltd (the “ Company ” ) as at the date hereof. It does not purport to be a
complete summary of the information relevant to the Company and/or its securities.
Unless otherwise indicated, the capitalised terms have the same meanings as ascribed in the
Company ’ s prospectus dated 5 September 2017 (the “ Prospectus ” ).
Responsibility statement
The directors of the Company as at the date hereof hereby collectively and individually
accepts full responsibility for the accuracy of the information contained in this information
sheet and confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief the information is accurate and complete in all material respects and not
misleading or deceptive and that there are no other matters the omission of which would
make any information inaccurate or misleading.
The directors of the Company also collectively and individually undertakes to publish this
information sheet on a yearly basis, when the Company publishes its annual report, this
information sheet reflecting, if applicable, the changes made to the last publication.
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A. SUMMARY OF WAIVER
The following waiver has been applied for and granted by the Stock Exchange.
1.

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG
The Group ’ s headquarters and principal place of business are located in Israel. All of the
Executive Directors and the senior management team are located in Israel or the PRC
and they manage the Group ’ s business operations principally from Israel. Accordingly,
the Company does not have, and for the foreseeable future will not have, sufficient
management presence in Hong Kong for the purpose of satisfying the management
presence requirement under Rule 8.12 of the Listing Rules.
The Company has applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the requirement for management presence
in Hong Kong under Rule 8.12 of the Listing Rules, subject to the Company adopting the
following arrangements to maintain regular communications with the Stock Exchange:
(a) the Company has appointed Ms. Yee Har Susan LO and Mr. Y2 LIU as its
authorized representatives for the purpose of Rule 3.05 of the Listing Rules, who
will act as the Company ’ s principal channel of communication with the Stock
Exchange. As and when the Stock Exchange wishes to contact the Directors on any
matters, each of these authorized representatives will have the means to contact all
of the Directors promptly at all times;
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(b) the Company has provided the Stock Exchange with the contact details of each
Director (including their respective mobile phone number, office phone number, fax
number and e-mail address) to facilitate communication with the Stock Exchange;
(c) each Director who is not ordinarily resident in Hong Kong possesses or is able to
apply for valid travel documents to visit Hong Kong and is able to meet with the
Stock Exchange within a reasonable period; and
(d) the Company has appointed CRIB International Capital Limited as its compliance
adviser in compliance with Rule 3A.19 of the Listing Rules, who wit act as
an additional channel of communication between the Company and the Stock
Exchange.

B. SUMMARY OF FOREIGN LAWS AND REGULATIONS
1.

SUMMARY OF THE ISRAELI COMPANIES LAW
The following is a summary of certain provisions of the Israeli Companies Law as at the
date of this prospectus which are applicable to an Israeli incorporated company whose
shares are listed on an overseas stock exchange. The summary below is for general
guidance only and does not constitute legal advice nor should it be used as a substitute
for specific legal advice on the corporate laws of Israel. The summary does not purport
to contain all applicable qualifications and exceptions or to be a complete review of all
matters of the corporate laws of Israel, which may different from equivalent provisions
in jurisdictions with which interested parties may be more familiar.
The rights and obligations of the Shareholders are set out in the Articles of Association
(see “ Appendix III — Summary of the Articles of Association of the Company ” for
details) and are in addition to certain rights and obligations the Shareholders may have
in accordance with applicable Israeli laws and regulations.
Duties of Shareholders
Pursuant to the Israeli Companies Law, a shareholder has a duty to act in good faith and
in a customary manner toward the company and other shareholders and to refrain from
abusing his or her power in the company, including, among other things, in voting at a
general meeting and at shareholder class meetings with respect to the following matters:
•

an amendment to the company ’ s articles of association;

•

an increase of the company ’ s authorized share capital;
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•

a merger; or

•

the approval of related party transactions and acts of office holders that require
shareholder approval.

In addition, a shareholder also has a general duty to refrain from discriminating against
other shareholders.
Certain shareholders also have a duty of fairness toward the company. These
shareholders include any controlling shareholder, any shareholder who knows that he or
she has the power to determine the outcome of a shareholder vote at a general meeting
or a shareholder class meeting and any shareholder who has the power to appoint or
to prevent the appointment of an office holder of the company or other power towards
the company. The Israeli Companies Law does not define the substance of the duty of
fairness, except to state that the remedies generally available upon a breach of contract
will also apply in the event of a breach of the duty to act with fairness.
Shareholders ’ Meetings
In accordance with the Israeli Companies Law, the Company is required to hold an
annual general meeting of the Shareholders once every calendar year that must be held
no later than 15 months after the date of the previous annual general meeting, which
may take place within or outside of the State of Israel. The Articles of Association
provide that for as long as the Shares are listed on the Stock Exchange, unless otherwise
permitted by applicable law of the Listing Rules, the annual general meeting of the
Company will be held in Hong Kong.
Under the Israeli Companies Law, the Board may convene an extraordinary general
meeting of Shareholders pursuant to a resolution of the Board and is required to convene
an extraordinary general meeting pursuant to a request by (a) any two Directors or 25%
of the Directors then in office or (b) any Shareholder or Shareholders holding at least
5% of the Company ’ s issued share capital and at least 1% of the voting rights in the
Company or a Shareholder or Shareholders holding at least 5% of the voting rights in
the Company.
The agenda at a general meeting is determined by the Board. The agenda must also
include proposals for which the convening of an extraordinary general meeting was
demanded as set forth above, as well as any proposal requested by one or more
Shareholders who hold at least 1% of the voting rights in the Company.
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The Articles of Association require that, subject to the provisions of the Israeli
Companies Law and the Listing Rules, a notice of any annual general meeting or
extraordinary general meeting must be published at least 21 days prior to the meeting
and if the agenda of the meeting includes the appointment or removal of directors, the
approval of transactions with office holders or interested or related parties, an approval
of a merger or approval of dual office as chairman of the Board and chief executive
officer, or, with certain exceptions, approval of the Company ’ s Compensation Policy or
a settlement or court approved arrangement, notice must be provided at least 35 days
prior to the meeting.
The Shareholders entitled to participate and vote at the meeting are the shareholders as
of the record date set forth in the resolution of the Board to convene the meeting, which
subject to the provisions of the Israeli Companies Law and the regulations promulgated
thereunder, may generally be between four and 40 days prior to the date of the meeting.
Under the Israeli Companies Law and as provided in the Articles of Association, the
quorum required for a general meeting consists of at least two Shareholders present
in person or by proxy who hold in aggregate 25% or more of the voting rights in the
Company.
The Israeli Companies Law requires that resolutions relating to the following matters,
among other matters, must be passed at a general meeting of the shareholders:
•

amendments to the articles of association;

•

change of the company ’ s name;

•

appointment of non-external directors, unless otherwise provided in the articles of
association;

•

appointment, termination and remuneration terms of the company ’ s auditors;

•

appointment of external directors;

•

approval of certain related party transactions;

•

approval of dual office as chairman of the board and chief executive officer;

•

increases or reductions of the company ’ s authorized share capital;
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•

merger; and

•

the exercise of the board ’ s powers by a general meeting if the board is unable to
exercise its powers and the exercise of any of its powers is vital for the company ’ s
proper management.

A company may determine in its articles of association certain additional matters in
respect of which resolutions by the shareholders at a general meeting will be required.
Generally, under the Articles of Association, Shareholder resolutions (for example,
resolutions for the appointment of auditors) are deemed adopted if approved by the
holders of a simple majority of the voting rights represented at a general meeting in
person or by proxy and voting (excluding abstentions), unless a different majority is
required by law or pursuant to the Articles of Association. Notable exceptions to the
simple majority vote requirement are resolutions approving extraordinary transactions
with a controlling shareholder, the voluntary winding-up of the Company or the
amendment to the Articles of Association, which require the approval by a majority of
not less than 75% of the voting rights represented at a general meeting in person or by
proxy and voting (excluding abstentions).
Shareholders ’ Suits and Protection of Minority Shareholders
Under the Israeli Companies Law, if any of the affairs of the company were conducted
in a manner that discriminates against some or all of its shareholders or if there is a
significant concern that they will be so conducted, then the court may, upon the request
of a shareholder, issue instructions it deems appropriate to eliminate or prevent the
discrimination, including instructions relating to the conduct of the company ’ s business
in the future or instructions that shareholders or the company purchase shares of the
company.
Any shareholder or director may bring a derivative claim in the name and on behalf of
the company, subject to court approval, pursuant to the provisions set forth in the Israeli
Companies Law. In the event of an unlawful distribution, the right to bring a derivative
claim is also conferred upon a creditor of the company. If an action was brought against
a company, any shareholder or director may defend in the name of the company, subject
to court approval, pursuant to provisions set forth in the Israeli Companies Law.
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The Israeli Class Action Law, 5766-2006 provides the possibility of submitting a class
action on behalf of a group, where each of the persons listed in the class action has a
cause of action arising from the same connection (as defined in the Class Action Law
above) to the security.
Information Rights
Under the Israeli Companies Law, Shareholders are provided access to: minutes of
the Company ’ s general meetings, the Shareholders register and principal Shareholders
register, the Articles of Association and financial statements and any document that the
Company is required by law to file publicly with the Israeli Registrar of Companies or
the Israel Securities Authority. In addition, Shareholders may request to be provided
with any document related to an action or transaction requiring Shareholders ’ approval
under the interested party transaction provisions of the Israeli Companies Law, however,
the Company may deny this request if in its opinion it has not been made in good faith
or if such denial is necessary to protect a trade secret or patent or that the document ’ s
disclosure may otherwise impair the Company ’ s interests.
Changes in Share Capital
Under the Israeli Companies Law, the power to issue shares and securities convertible
or exercisable into shares of the company is vested with the board of directors of a
company. The board of directors may issue shares and securities convertible into shares
of the company up to the limit of the company ’ s authorized share capital. This authority
relating to the issuance of Shares may be delegated under certain specified instances to a
committee of the board of directors or the general manager of the company.
The share capital of a company may be altered by the company in the general meeting by
way of a resolution passed at the general meeting. The general meeting may increase the
company ’ s authorized share capital by different classes of shares. The general meeting
may cancel authorized share capital that has not yet been issued, provided that there is
no obligation of the company, including a contingent obligation, to issue these shares
out of the authorized share capital.
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Dividends and Distributions
Under the Israeli Companies Law, dividend distributions are determined by the board
of directors and do not require the approval of the shareholders of a company, unless in
certain special circumstances a controlling shareholder of the company has a personal
interest or the company ’ s articles of association provide otherwise. The Articles of
Association do not require shareholders ’ approval of a dividend distribution and provide
that dividend distributions may be determined by the Board.
Distributions (including dividend distributions) may be paid out of a company ’ s profits,
provided that there is no reasonable concern that the distribution will prevent the
company from satisfying its existing and foreseeable obligations as they become due.
Under the Israeli Companies Law, the distribution amount is limited to the greater
of retained earnings or earnings accumulated over the two most recent years, after
subtracting prior distributions, according to our then last reviewed or audited financial
statements (provided that the end of the period to which the financial statements
relate is not more than six months prior to the date of distribution). According to the
Israeli Companies Law, retained earnings refer to “ surplus ” , that is the sums included
in the equity of the company which are derived from its net profits, as determined in
accordance with generally accepted accounting principles, and other sums included in
the equity in accordance with generally accepted accounting principles, which are not
share capital or premium, that the Israeli Minister of Justice has provided that such
shall be deemed as surplus. In the event that the company does not have profits legally
available for distribution (as defined in the Israeli Companies Law), the company may
seek the approval of the court in order to distribute a dividend. Prior to the granting of
the court order, the company will be required to give notice of the proposed distribution
to its creditors, who are entitled to file their objections with the court. The court may
approve the company ’ s request if it is convinced that there is no reasonable concern that
the payment of a dividend will prevent us from satisfying our existing and foreseeable
obligations as they become due.
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Repurchase of Shares
The repurchase by a company of its own shares as well as the purchase of a company ’ s
shares by its subsidiary or other entity under its control, or provision of financing,
directly or indirectly, by a company, its subsidiary or other entity under its control, for
the purpose of acquiring the company ’ s shares or securities convertible or exercisable
into shares of a company is considered a distribution under the Israeli Companies Law
and subject to certain limitations (see “ Dividends and Distributions ” above ” ).
Disclosure of Personal Interests of an Office Holder and Approval of Certain
Transactions
The Israeli Companies Law requires that an office holder promptly disclose to the board
of directors any personal interest that he or she may be aware of and all related material
information or documents concerning any existing or proposed transaction with the
company. An interested office holder ’ s disclosure must be made promptly and in any
event no later than the first meeting of the board of directors at which the transaction is
considered. A personal interest includes an interest of any person in an act or transaction
of a company, including a personal interest of such person ’ s relative or of a corporate
body in which such person or a relative of such person is a 5% or greater shareholder,
director or general manager or in which he or she has the right to appoint at least one
director or the general manager, but excluding a personal interest stemming from one ’ s
ownership of shares in the company. An office holder is not, however, obligated to
disclose a personal interest if it derives solely from the personal interest of his or her
relative in a transaction that is not considered an extraordinary transaction.
Under the Israeli Companies Law, an extraordinary transaction is defined as any of the
following:
•

a transaction other than in the ordinary course of business;

•

a transaction that is not on market terms; or

•

a transaction that may have a material impact on a company ’ s profitability, assets or
liabilities.
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If it is determined that an office holder has a personal interest in a transaction, approval
by the board of directors is required for the transaction. Further, so long as an office
holder has disclosed his or her personal interest in a transaction, the board of directors
may approve an action by the office holder that would otherwise be deemed a breach of
the duty of loyalty where such action was performed by the office holder in good faith
and the action or its approval is not adverse to the company ’ s interest. An extraordinary
transaction in which an office holder has a personal interest requires approval first
by the company ’ s audit committee and subsequently by the board of directors. The
compensation of, or an undertaking to indemnify or insure, an office holder who is
not a director requires approval first by the company ’ s remuneration or compensation
committee, then by the company ’ s board of directors, and, if such compensation
arrangement or an undertaking to indemnify or insure is inconsistent with the company ’ s
stated compensation policy or if the office holder is the chief executive officer (apart
from a number of specific exceptions), then such arrangement is subject to the approval
of a majority vote of the shares present and voting at a shareholders meeting, provided
that either: (a) such majority includes at least a majority of the shares held by all
shareholders who are not controlling shareholders and do not have a personal interest
in such compensation arrangement (excluding abstaining shareholders); or (b) the total
number of shares of non-controlling shareholders and shareholders who do not have a
personal interest in the compensation arrangement and who vote against the arrangement
does not exceed 2% of the company ’ s aggregate voting rights. This is referred to as
the “ Special Approval for Compensation ” . Arrangements regarding the compensation,
indemnification, exculpation or insurance of a director (who is not a controlling
shareholder) require the approval of the remuneration or compensation committee, board
of directors and shareholders by ordinary majority, in that order. One key element for
all such transactions is that a company cannot approve a transaction or action that is not
specifically determined as being for the benefit of the company.
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Generally, a person who has a personal interest in a matter which is considered at a
meeting of the board of directors or the relevant committee may not be present at such a
meeting or vote on that matter unless the chairman of the relevant committee or board of
directors, as applicable, determines that he or she should be present in order to present
the transaction that is subject to approval. Generally, if a majority of the members of
the relevant committee or the board of directors, as applicable, has a personal interest
in the approval of a transaction, then all directors may participate in discussions of
the audit committee or the board of directors, as applicable. In the event a majority
of the members of the board of directors have a personal interest in the approval of a
transaction, then the approval thereof shall also require the approval of the shareholders.
It should be further noted that a personal interest also generally includes the personal
interest of the person voting (whether as a director or in a general meeting) by virtue of
a voting proxy if the person who has provided the proxy has no personal interest in the
matter.
Certain transactions regarding the compensation of a director or the chief executive
officer, which would normally require shareholders ’ approval, may be approved in the
absence of shareholders ’ approval in certain circumstances, including: (i) where the
remuneration or compensation committee has determined that nothing in the transaction
is anything other than beneficial to the company; or (ii) the cost of the transaction is not
higher than certain statutory thresholds or the thresholds set forth under the company ’ s
compensation policy.
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Disclosure of Personal Interests of Controlling Shareholders and Approval of
Certain Transactions
Pursuant to the Israeli Companies Law, the disclosure requirements regarding personal
interests that apply to directors and executive officers also apply to a controlling
shareholder of a public company. In the context of a transaction involving a shareholder
of the company, a controlling shareholder also includes a shareholder who holds 25% or
more of the voting rights in the company if no other shareholder holds more than 50%
of the voting rights in the company. For this purpose, the holdings of all shareholders
who have a personal interest in the same transaction will be aggregated. The approval
of the audit committee or the compensation committee, as the case may be, the board
of directors and the shareholders of the company, in that order, is required for (a)
extraordinary transactions with a controlling shareholder or in which a controlling
shareholder has a personal interest, (b) the engagement with a controlling shareholder or
his or her relative, directly or indirectly, for the provision of services to the company,
(c) the terms of engagement and compensation of a controlling shareholder or his or her
relative who is not an office holder or (d) the employment of a controlling shareholder or
his or her relative by the company, other than as an office holder (collectively referred
to as a “ Transaction with a Controlling Shareholder ” ). In addition, such shareholder
approval requires one of the following (a “ Special Majority ” ):
•

at least a majority of the shares held by all shareholders who do not have a personal
interest in the transaction and who are present and voting at the meeting approving
the transaction, excluding abstentions; or

•

the shares voted against the transaction by shareholders who have no personal
interest in the transaction and who are present and voting at the meeting do not
exceed 2% of the voting rights in the company.

To the extent that any such Transaction with a Controlling Shareholder is for a period
extending beyond three years, approval is required once every three years, unless, with
respect to certain transactions, the audit committee determines that the duration of the
transaction is reasonable given the circumstances related thereto. Similar to the approval
procedure to transactions with officeholders as described in the previous section,
any transaction with a controlling shareholder or a transaction in which a controlling
shareholder has a personal interest, must be determined as being for the benefit of the
company. Additionally, in such transactions the relevant committee and the board of
directors are also required to review whether the contemplated transaction includes a
distribution to the shareholders.
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Arrangements regarding the compensation, indemnification, exculpation or insurance of
a controlling shareholder in his or her capacity as an office holder require the approval
of the compensation committee, board of directors and shareholders by a Special
Majority and the terms thereof may not be inconsistent with the company ’ s stated
compensation policy.
Certain transactions with a company ’ s controlling shareholder or in which a controlling
shareholder has an interest, which would normally require shareholder approval, may
be approved in the absence of shareholder approval in certain circumstances, including:
(i) where the audit committee has determined that nothing in the transaction is anything
other than beneficial to the company; (ii) where the transaction is within the terms of a
validly approved framework transaction which allowed the company to enter into future
transactions on the terms proposed in the interested party transaction; or (iii) the cost of
the transaction is lower than certain statutory thresholds and or the compensation paid to
other officeholders, as the case may be.
Fiduciary Duties of Directors and Executive Officers
The Israeli Companies Law codifies the fiduciary duties that office holders owe to
a company. Under the Israeli Companies Law, office holders are defined as any of a
company ’ s directors, chief executive officer, chief financial officer, their deputies and
any persons acting in such capacities, as well as any other officer who directly reports to
the chief executive officer.
An office holder ’ s fiduciary duties consist of a duty of care and a duty of loyalty.
The duty of care requires an office holder to act with the level of care with which
a reasonable office holder in the same position would have acted under the same
circumstances. The duty of loyalty requires that an office holder act in good faith and in
the best interests of the company.
The duty of care includes a duty to use reasonable means to obtain:
•

information on the advisability of a given action brought for his or her approval or
performed by virtue of his or her position; and

•

all other important information pertaining to any such action.

The duty of loyalty includes a duty to:
•

refrain from any conflict of interest between the performance of his or her duties to
the company and his or her other duties or personal affairs;
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•

refrain from any activity that is competitive with the company;

•

refrain from exploiting any business opportunity of the company to receive a
personal gain for himself or herself or others; and

•

disclose to the company any information or documents relating to the company ’ s
affairs which the office holder received as a result of his or her position as an office
holder.

Exculpation, Insurance and Indemnification of Directors and Officers
Under the Israeli Companies Law, a company may not exculpate an office holder from
liability for a breach of the duty of loyalty. An Israeli company may exculpate an office
holder in advance from liability to the company, in whole or in part, for damages caused
to the company as a result of a breach of duty of care but only if a provision authorizing
such exculpation is included in its articles of association. The Articles of Association
include such a provision. The company may not exculpate in advance a director from
liability arising out of a prohibited dividend or distribution to shareholders.
Under the Israeli Companies Law, a company may indemnify an office holder in respect
of the following liabilities and expenses incurred for acts performed by him or her
as an office holder, either pursuant to an undertaking made in advance of an event or
following an event, provided its articles of association include a provision authorizing
such indemnification, which the Articles of Association contain:
•

financial liability imposed on him or her in favor of another person pursuant to
a judgment, including a settlement or arbitrator ’ s award approved by a court.
However, if an undertaking to indemnify an office holder with respect to such
liability is provided in advance, then such an undertaking must be limited to events
which, in the opinion of the board of directors, can be reasonably foreseen based
on the company ’ s activities when the undertaking to indemnify is given, and to an
amount or according to criteria determined by the board of directors as reasonable
under the circumstances, and such undertaking shall detail the abovementioned
foreseen events and amount or criteria;
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•

reasonable litigation expenses, including attorneys ’ fees, incurred by the office
holder (1) as a result of an investigation or proceeding instituted against him
or her by an authority authorized to conduct such investigation or proceeding,
provided that (a) no indictment was filed against such office holder as a result of
such investigation or proceeding; and (b) no financial liability, such as a criminal
penalty, was imposed upon him or her as a substitute for the criminal proceeding
as a result of such investigation or proceeding or, if such financial liability was
imposed, it was imposed with respect to an offense that does not require proof of
criminal intent; and (2) in connection with a monetary sanction; and

•

reasonable litigation expenses, including attorneys ’ fees, incurred by the office
holder or imposed by a court in proceedings instituted against him or her by
the company, on its behalf, or by a third party, or in connection with criminal
proceedings in which the office holder was acquitted, or as a result of a conviction
for an offense that does not require proof of criminal intent.

Under the Israeli Companies Law, a company may insure an office holder against the
following liabilities incurred for acts performed by him or her as an office holder if and
to the extent provided in the company ’ s articles of association:
•

a breach of the duty of loyalty to the company, provided that the office holder acted
in good faith and had a reasonable basis to believe that the act would not harm the
company;

•

a breach of duty of care to the company or to a third party, to the extent such a
breach arises out of the negligent conduct of the office holder; and

•

a financial liability imposed on the office holder in favor of a third party.

Under the Articles of Association, the Company may insure an office holder against the
aforementioned liabilities as well as the following liabilities:
•

a breach of duty of care to the company or to a third party;

•

any other action against which we are permitted by law to insure an office holder;
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•

expenses incurred and/or paid by the office holder in connection with an
administrative enforcement procedure under any applicable law including the
Efficiency of Enforcement Procedures in the Securities Authority Law (legislation
amendments), 5771-2011, or the Efficiency of Enforcement Procedures, and
the Israeli Securities Law, which we refer to as an Administrative Enforcement
Procedure, and including reasonable litigation expenses and attorney fees; and

•

a financial liability in favor of a victim of a felony pursuant to Section 52ND of the
Israeli Securities Law.

Under the Israeli Companies Law, a company may not indemnify, exculpate or insure an
office holder against any of the following:
•

a breach of the duty of loyalty, except for indemnification and insurance for a
breach of the duty of loyalty to the company to the extent that the office holder
acted in good faith and had a reasonable basis to believe that the act would not
harm the company;

•

a breach of duty of care committed intentionally or recklessly, excluding a breach
arising solely out of the negligent conduct of the office holder;

•

an act or omission committed with intent to derive illegal personal benefit; or

•

a fine, civil fine, administrative fine or ransom or levied against the office holder.

Under the Israeli Companies Law, exculpation, indemnification and insurance of
office holders in a public company must be approved by the compensation committee
and the board of directors and, with respect to certain office holders or under certain
circumstances, also by the shareholders.
The Articles of Association permit the Company to exculpate, indemnify and insure the
Company ’ s office holders to the fullest extent permitted or to be permitted by the Israeli
Companies Law and the Israeli Securities Law, including expenses incurred and/or paid
by the office holder in connection with an Administrative Enforcement Procedure.
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Mergers and Acquisitions

Full Tender Offer
A person wishing to acquire shares of a public Israeli company and who would as a
result hold over 90% of the target company ’ s issued and outstanding share capital is
required by the Israeli Companies Law to make a tender offer to all of the company ’ s
shareholders for the purchase of all of the issued and outstanding shares of the company.
A person wishing to acquire shares of a public Israeli company and who would as a
result hold over 90% of the issued and outstanding share capital of a certain class of
shares is required to make a tender offer to all of the shareholders who hold shares of
the same class for the purchase of all of the issued and outstanding shares of the same
class.
If the shareholders who do not accept the offer hold less than 5% of the issued and
outstanding share capital of the company or of the applicable class, all of the shares
that the acquirer offered to purchase will be transferred to the acquirer by operation
of law (provided that a majority of the offerees that do not have a personal interest in
such tender offer shall have approved the tender offer, except that if the total votes to
reject the tender offer represent less than 2% of the company ’ s issued and outstanding
share capital, in the aggregate, approval by a majority of the offerees that do not have
a personal interest in such tender offer is not required to complete the tender offer) (the
“ Israeli Acceptance Conditions ” ). The Israeli Acceptance Conditions are intended to
ensure fairness to minority shareholders of the company by requiring a high acceptance
threshold before their shares in the company can be compulsorily acquired by the
acquirer.
However, a shareholder that had its shares so transferred may petition the court within
six months from the date of acceptance of the full tender offer, whether or not such
shareholder agreed to the tender or not (excluding in cases which the company explicitly
determined in advance that any shareholder that agreed to the tender shall not be entitled
to such relief), to determine whether the tender offer was for less than fair value and
whether the fair value should be paid as determined by the court unless the acquirer
stipulated in the tender offer that a shareholder that accepts the offer may not seek
appraisal rights, so long as prior to the acceptance of the full tender offer, the acquirer
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and the company disclosed the information required by law in connection with the full
tender offer. If the shareholders who did not accept the tender offer hold 5% or more of
the issued and outstanding share capital of the company or of the applicable class, the
acquirer may not acquire shares of the company that will increase its holdings to more
than 90% of the company ’ s issued and outstanding share capital or of the applicable
class from shareholders who accepted the tender offer.
In addition to the requirements under Israeli law described below, the Hong Kong Code
on Takeovers and Mergers (the “ Takeovers Code ” ) will also apply to the Company upon
the Listing. There are differences between the requirements for takeover procedures
under Hong Kong and Israeli laws in relation to a mandatory general offer. See
“ Compliance with the Takeovers Code ” below for further details.

Special Tender Offer
The Israeli Companies Law provides that an acquisition of shares of a public Israeli
company must be made by means of a special tender offer if as a result of the
acquisition the purchaser would become a holder of 25% or more of the voting rights in
the company, unless one of the exemptions in the Israeli Companies Law is met. This
rule does not apply if there is already another holder of at least 25% of the voting rights
in the company. Similarly, the Israeli Companies Law provides that an acquisition of
shares in a public company must be made by means of a tender offer if as a result of the
acquisition the purchaser would become a holder of 45% or more of the voting rights in
the company, if there is no other shareholder of the company who holds 45% or more of
the voting rights in the company, unless one of the exemptions in the Israeli Companies
Law is met.
A special tender offer must be extended to all shareholders of a company, but the
offeror is not required to purchase shares representing more than 5% of the voting
power attached to the company ’ s outstanding shares, regardless of how many shares are
tendered by shareholders. A special tender offer may be consummated only if (i) at least
5% of the voting power attached to the company ’ s outstanding shares will be acquired
by the offeror and (ii) the number of shares tendered in the offer exceeds the number of
shares whose holders objected to the offer.
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If a special tender offer is accepted, then the purchaser or any person or entity
controlling it or under common control with the purchaser or such controlling person or
entity may not make a subsequent tender offer for the purchase of shares of the target
company and may not enter into a merger with the target company for a period of one
year from the date of the offer, unless the purchaser or such person or entity undertook
to effect such an offer or merger in the initial special tender offer.
Under regulations enacted pursuant to the Israeli Companies Law, the above special
tender offer requirements may not apply to companies whose shares are listed for trading
on a foreign stock exchange if, among other things, the relevant foreign laws or the rules
of the stock exchange, include provisions limiting the percentage of control which may
be acquired or that the purchaser is required to make a tender offer to the public.
Based on the advice of the Company ’ s Israeli counsel and on the basis that the
Takeovers Code will apply to the Company upon the Listing, the above special tender
offer requirements should not apply to the Company.

Merger
The Israeli Companies Law permits merger transactions if approved by each party ’ s
board of directors and, unless certain requirements described under the Israeli
Companies Law are met, a majority of each party ’ s shares voted on the proposed merger
at a shareholders meeting called with at least 35 days ’ prior notice.
For purposes of the shareholder vote, unless a court rules otherwise, the merger will not
be deemed approved if a majority of the shares represented at the shareholders meeting
that are held by parties other than the other party to the merger, or by any person who
holds 25% or more of the outstanding shares or the right to appoint 25% or more of the
directors of the other party, vote against the merger. If the transaction would have been
approved but for the separate approval of each class or the exclusion of the votes of
certain shareholders as provided above, a court may still approve the merger upon the
request of holders of at least 25% of the voting rights of a company, if the court holds
that the merger is fair and reasonable, taking into account the value of the parties to the
merger and the consideration offered to the shareholders.
Upon the request of a creditor of either party to the proposed merger, the court may
delay or prevent the merger if it concludes that there exists a reasonable concern that, as
a result of the merger, the surviving company will be unable to satisfy the obligations of
any of the parties to the merger, and may further give instructions to secure the rights of
creditors.
– 19 –

In addition, a merger may not be completed unless at least 50 days have passed from the
date that a proposal for approval of the merger was filed by each party with the Israeli
Registrar of Companies and 30 days have passed from the date the merger was approved
by the shareholders of each party.
Winding Up
Under the Israeli Companies Ordinance 1983 (the “ Ordinance ” ), a winding-up of a
company may be carried out in a number of ways including principally the following:
(a) winding up by the court;
(b) voluntarily winding up, which can be a shareholders ’ voluntary winding up or a
creditors ’ voluntary winding up (by adopting a resolution of holders of 75% of
voting rights represented at the general meeting and voting on the resolution); and
(c) winding up under the supervision of the court.
A voluntary winding up may be either a shareholders ’ voluntary winding up or a
creditors ’ voluntary winding up, depending on whether a declaration of solvency is
made.
The majority of the directors of the company must make a statutory declaration of
solvency (i.e., that the company is able to pay its debts within 12 months from the
commencement of the winding up) for a shareholders ’ voluntary winding up and
file it with the Registrar. After that, a general meeting of shareholders to approve a
resolution for winding up the company will have to be convened where at least 75.0%
of the votes cast approve the special resolution for winding up and appoint a liquidator.
The liquidator is responsible for collecting the assets of the company, determining
its liabilities and distributing its assets among its creditors and the surplus to the
shareholders. A notice of the shareholders ’ resolution must be published within seven
days in Reshumot (the official Israeli governmental publication). The liquidator must
notify the Registrar of his appointment within 21 days.
If the company is insolvent and a declaration of solvency cannot be made, a creditors ’
winding up may occur, provided that the shareholders approve a special resolution
to voluntarily wind up the company. A meeting of creditors will also need to be
held and a liquidator appointed. All creditors need to be notified of this meeting. A
newspaper advertisement and publication in Reshumot (the official Israeli governmental
publication) announcing the creditors ’ meeting are also required.
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Voluntary winding up is deemed to have commenced on the date the resolution of
voluntary winding up of the company is adopted in the shareholders ’ general meeting.
Persons permitted to petition the court for winding up by the court, include the company
or a creditor or shareholder of the company.
The court may wind-up a company upon the request of the Company, a creditor or any
member of the Company, upon inter alia, one of the following occurrences:
(a) the company adopted a special resolution that it will be wound-up by the court;
(b) the company ceased its business for one year;
(c) the company is insolvent; or
(d) the court is of the opinion that it is just and equitable that the company be wound
up.
Application for the winding up by court order may be made also by the Attorney
General, the Official Receiver or the Registrar in certain circumstances.
When a company decides voluntarily to wind up, the court may order that the winding
up be continued under the supervision of the court according to instructions and on
general conditions prescribed by it, and that the creditors, shareholders and others shall
be entitled to apply to the court, all as the court deems just. If the court orders a winding
up under its supervision, it may appoint an additional liquidator. In a winding up under
supervision, the liquidator may, subject to any restrictions imposed by court, make use
of his powers without approval or intervention of the court, as if the company were
winding up voluntarily. An order for winding up under supervision is, for all intents
and purposes, equivalent to an order for winding up by the court, except for several
differences set forth in the Ordinance.
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2.

ISRAELI CORPORATE GOVERNANCE RULES AND REGULATIONS
Companies incorporated under the laws of Israel whose shares are publicly traded,
including companies with shares listed on overseas exchanges, are considered public
companies under Israeli law and are required to comply with various corporate
governance requirements under Israeli law relating to such matters as external directors,
the audit committee, the remuneration or compensation committee and an internal
auditor. These requirements are in addition to the corporate governance requirements
imposed by the Listing Rules and to which the Company will become subject upon the
Listing.
A summary of the Israeli corporate governance requirements which apply to the
Company is set out below.
Board Practices

Board of Directors
Under the Israeli Companies Law and the Articles of Association, the Board directs the
Company ’ s policy and supervises the performance of the Chief Executive Officer. The
Board may exercise all powers and may take all actions that are not specifically granted
to the Shareholders or to management. The Company ’ s executive officers are responsible
for the Company ’ s day-to-day management and have individual responsibilities
established by the Board. The Chief Executive Officer is appointed by, and serves at the
discretion of, the Board.
Under the Israeli Companies Law, the Board must determine the minimum number of
Directors who are required to have accounting and financial expertise (see “ External
Directors ” below). In determining the number of Directors required to have such
expertise, the Board must consider, among other things, the type and size of the
company and the scope and complexity of its operations. The Board has determined that
the minimum number of Directors who are required to have accounting and financial
expertise is two.
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Chairman of the Board
Under the Israeli Companies Law, the Chairman of the Board is appointed and removed
by the Board. Additionally, under the Israeli Companies Law, the Chief Executive
Officer or a relative of the Chief Executive Officer may not serve as the Chairman
of the Board, and the Chairman or a relative of the Chairman may not be vested with
authorities of the Chief Executive Officer without shareholder approval consisting of a
majority vote of the shares present and voting at a shareholders meeting, provided that
either:
•

such majority includes at least majority of the shares held by all shareholders
who are not controlling shareholders and do not have a personal interest in
such appointment, present and voting at such meeting (not including abstaining
shareholders); or

•

the total number of shares of non-controlling shareholders and shareholders who do
not have a personal interest in such appointment voting against such appointment
does not exceed 2% of the aggregate voting rights in the company.

In addition, a person subordinated, directly or indirectly, to the Chief Executive Officer
may not serve as the Chairman of the Board; the Chairman of the Board may not be
vested with authorities that are granted to those subordinated to the Chief Executive
Officer; and the Chairman of the Board may not serve in any other position in the
company or a controlled company, except as a director or Chairman of a controlled
company.
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External Directors
Under the Israeli Companies Law, an Israeli company whose shares have been offered
to the public or whose shares are listed for trading on a stock exchange in or outside
of Israel is required to appoint at least two external directors to serve on its board
of directors. External directors must meet stringent standards of independence. Such
standards include, among other things the prohibition of the appointment of a person
who (i) is a relative of a controlling shareholder, or someone who whose relative,
partner, employer, or company which that person controls, has or has had for a period
of two years up to the date of the appointment, a “ connection ” to the company, the
controlling shareholder of the company or a relative of the controlling shareholder,
or to a company controlled by the controlling shareholder; or (ii) has (or someone
who whose relative, partner, employer, or company which that person controls has) a
“ connection ” with the chairman, the chief executive officer, chief financial officer or a
shareholder of at least 5% of the shares of the company. A “ connection ” is defined by
the Israeli Companies Law (subject to certain matters set forth under relevant regulations
promulgated thereunder), as any on-going employment, business or professional
relationship, or control, or service as an office holder (or if not an on-going relationship,
anything that is more than negligible), other than as an external director appointed to the
board of a company which is to offer its shares to the public in an initial public offering.
According to the Israeli Companies law, at least one of the external directors is required
to have “ financial and accounting expertise, ” and the other external director or directors
are required to have “ professional expertise ” . The conditions and criteria for possessing
accounting and financial expertise or professional qualifications were determined in
the Israeli Companies Law regulations promulgated by the Israeli Minister of Justice
in consultation with the Israel Securities Authority. The regulations mandate that a
person is deemed to have “ expertise in finance and accounting ” if his or her education,
experience and qualifications provide him or her with expertise and understanding in
business matters accounting and financial statements, in a way that allows him or her to
understand, in depth, the company ’ s financial statements and to encourage discussion
about the manner in which the financial data is presented.
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The company ’ s board of directors must evaluate the proposed external director ’ s
expertise in finance and accounting, by considering, among other things, his or her
education, experience and knowledge in the following: (i) accounting and auditing
issues typical to the field in which the company operates and to companies of a size and
complexity similar to such company; (ii) a company ’ s independent public accountant ’ s
duties and obligations; (iii) preparing company financial statements and their approval in
accordance with the Israeli Companies Law and the Israeli Securities Law.
A director is deemed to be “ professionally qualified ” if he or she meets any of the
following criteria: (i) has an academic degree in any of the following professions:
economics, business administration, accounting, law or public administration; (ii)
has a different academic degree or has completed higher education in a field that is
the company ’ s main field of operations, or a field relevant to his or her position; or
(iii) has at least five years ’ experience in any of the following, or has a total of five
years ’ experience in at least two of the following: (A) a senior position in the business
management of a corporation with significant operations, (B) a senior public position
or a senior position in public service, or (C) a senior position in the company ’ s main
field of operations. The board of directors here too must evaluate the proposed external
director ’ s “ professional qualification ” in accordance with the criteria set forth above.
The candidate to serve as an external director must sign a declaration stating that the
criteria above have been met, as required by law for the appointment of such candidate
as an external director.
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No person may serve as an external director if the person ’ s position or other business
activities create, or may create, a conflict of interest with the person ’ s responsibilities
as an external director or may otherwise interfere with the person ’ s ability to serve as
an external director. If, at the time external directors are to be appointed, all current
members of the board of directors are of the same gender, then at least one external
director must be of the other gender. If, at the time external directors are to be appointed,
all current members of the board of directors who are not controlling shareholders or
relatives of such shareholders are of the same gender, then at least one external director
must be of the other gender. Generally, under Israeli law, an external director must be
resident in Israel, however this is not required for Israeli companies which have shares
listed on a foreign stock exchange.
External directors are to be elected by a majority vote at a shareholders ’ meeting,
provided that either:
•

the majority of shares voted at the meeting, including at least a majority of the
shares held by non-controlling shareholders and disinterested parties (where
a disinterested party will include a shareholder which has an interest in the
appointment; provided such interest does not arise out of such shareholder ’ s
affiliation with a controlling shareholder) that were voted at the meeting, vote in
favor of election of the director; or

•

the total number of shares held by non-controlling shareholders and disinterested
parties that voted against the election of the director does not exceed two percent of
the aggregate voting rights in the company.
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The initial term of an external director is three years and, and may be extended for up to
two additional three year terms (unless otherwise restricted in the articles of association
to one additional term), provided that with respect to the appointment for each such
additional three-year term, one of the following has occurred: (i) the reappointment of
the external director has been proposed by one or more shareholders holding together 1%
or more of the aggregate voting rights in the company and the appointment was approved
at the general meeting of the shareholders by a simple majority, provided that: (1) (x)
in calculating the majority, votes of controlling shareholders or shareholders having
a personal interest in the appointment as a result of an affiliation with a controlling
shareholder and abstentions are disregarded and (y) the total number of shares of
shareholders who do not have a personal interest in the appointment as a result of an
affiliation with a controlling shareholder and/or who are not controlling shareholders,
present and voting in favor of the appointment exceed 2% of the aggregate voting rights
in the company, and (2) the external director who has been nominated in such fashion
is not a linked or competing shareholder, and does not have or has not had, on or within
the two years preceding the date of such person ’ s appointment to serve as another term
as external director, any affiliation with a linked or competing shareholder. The term
“ linked or competing shareholder ” means the shareholder(s) who nominated the external
director for reappointment or a material shareholder of the company holding more than
5% of the shares in the company, provided that at the time of the reappointment, such
shareholder(s) of the company, the controlling shareholder of such shareholder(s) of
the company, or a company under such shareholder(s) of the company ’ s control, has a
business relationship with the company or are competitors of the company; the Israeli
Minister of Justice, in consultation with the Israel Securities Authority, may determine
that certain matters will not constitute a business relationship or competition with the
company; (ii) the reappointment of the external director has been proposed by the board
of directors and the appointment was approved by the majority of shareholders required
for the initial appointment of an external director; or (iii) the external director has
proposed himself for reappointment and the reappointment was approved in accordance
with Sub-section (i) above.
External directors may be removed only by the same percentage of shareholders as is
required for their election, or by a court, and then only if the external directors cease
to meet the statutory qualifications for their appointment or if they violate their duty
of loyalty to the company. If an external directorship becomes vacant and there are
fewer than two external directors on the board of directors at the time, then the board of
directors is required under the Israeli Companies Law to call a shareholders ’ meeting as
soon as practicable to appoint a replacement external director.
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Each committee of the board of directors which is authorized to carry out the powers
of the board of directors must include at least one external director, with the exception
of the audit committee and compensation committee which must include both external
directors.
An external director is entitled to compensation as provided in regulations adopted
under the Israeli Companies Law and is otherwise prohibited from receiving any
other compensation, directly or indirectly, in connection with service provided as an
external director. Compensation of an external director is determined prior to his or
her appointment and may not be changed during his or her term subject to certain
exceptions. Following the termination of an external director ’ s service on a board of
directors, such former external director and his or her spouse and children may not be
provided a direct or indirect benefit by the company, its controlling shareholder or any
entity under its controlling shareholder ’ s control, for a period of at least two years.
It should be noted that the criteria for external directors under Israeli law and
independent directors under the Listing Rules are very similar but not identical.
However, there is no impediment for ensuring that the external directors of the Company
are also in compliance with the requirements of the Listing Rules.
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Committees of the Board of Directors

Audit Committee
The Israeli Companies Law requires public companies to appoint an audit committee.
The responsibilities of the audit committee pursuant to the Israeli Companies Law
include identifying irregularities in the management of our business and approving
related party transactions as required by law, classifying company transactions
with controlling shareholders or transactions in which an officer has an interest as
extraordinary transactions or non-extraordinary transactions (which will have the effect
of determining the kind of corporate approvals required for such transaction) and
classifying certain actions in which an officer has an interest as material or non-material
transactions, assessing the proper function of the company ’ s internal audit regime and
determining whether its internal auditor has the requisite tools and resources required
to perform his role and to regulate the company ’ s rules on employee complaints,
reviewing the scope of work of the company ’ s independent accountants and their fees,
and implementing a whistleblower protection plan with respect to employee complaints
of business irregularities. The responsibilities of the audit committee under the Israeli
Companies Law also include the following matters: (i) to establish procedures to be
followed in respect of related party transactions with a controlling shareholder (where
such are not extraordinary transactions), which may include, where applicable, the
establishment of a competitive process for such transaction, under the supervision
of the audit committee, or individual, or other committee or body selected by the
audit committee, in accordance with criteria determined by the audit committee, or
alternatively determine and establish other relevant procedures to be followed in respect
of such related party transactions; and (ii) to determine procedures for approving certain
related party transactions with a controlling shareholder, which were determined by the
audit committee not to be extraordinary transactions, but which were also determined by
the audit committee not to be negligible transactions. Under the Israeli Companies Law,
an audit committee must consist of at least three directors, including all the external
directors of the company, and a majority of the members of the audit committee must be
independent or external directors.
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The Israeli Companies Law defines independent directors as either external directors
or directors who: (1) meet the requirements of an external director, other than the
requirement to possess accounting and financial expertise or professional qualifications,
with Audit Committee confirmation of such; (2) have been directors in the company for
an uninterrupted duration of less than 9 years (and any interim period during which such
person was not a director which is less than 2 years shall not be deemed to interrupt the
duration); and, (3) were classified as such by the company.
The chairman of the board of directors, any director employed by or otherwise providing
services to the company, a controlling shareholder or any relative of a controlling
shareholder, and any director who derives his salary primarily from a controlling
shareholder may not be a member of the audit committee.
According to the Israeli Companies Law: (1) the chairman of the audit committee must
be an external director, (2) all audit committee decisions must be made by a majority
of the committee members, of which the majority of members present are independent
and external directors and at least one of which is an external director, and (3) any
person who is not eligible to serve on the audit committee is further restricted from
participating in its meetings and votes, unless the chairman of the audit committee
determines that such person ’ s presence is necessary in order to present a certain matter,
provided however, that company employees who are not controlling shareholders or
relatives of such shareholders may be present in the meetings but not in the actual votes
and likewise, company counsel and secretary who are not controlling shareholders or
relatives of such shareholders may be present in meetings and decisions if such presence
is requested by the audit committee.
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Remuneration or Compensation Committee
Under the Israeli Companies Law, the board of directors of an Israeli company, whose
shares or debt instruments are publicly traded, is required to appoint a compensation
committee.
The number of members in the compensation committee shall not be less than three
and each of the company ’ s external directors must be members of the compensation
committee and they are to constitute a majority of the members of the compensation
committee, with one of the external directors serving as the chairman of the
compensation committee. The following may not be a member of the compensation
committee: (i) the chairman of the board of directors; (ii) any director employed by
or otherwise providing services to the company or to the controlling shareholder or
entity under such controlling shareholder ’ s control; (iii) any director who derives his
salary primarily from a controlling shareholder; or (iv) a controlling shareholder or any
relative of a controlling shareholder. The audit committee may serve as the company ’ s
compensation committee, provided that it meets the composition requirements of the
compensation committee.
The responsibilities of the compensation committee include the following:
•

to recommend to the board of directors as to the compensation policy
( “ Compensation Policy ” ), for officers, as well as to recommend, once every three
years to extend the compensation policy subject to receipt of the required corporate
approvals;

•

to recommend to the board of directors as to any updates to the Compensation
Policy which may be required;

•

to review the implementation of the Compensation Policy by the company;

•

to approve transactions relating to terms of office and employment of certain
company office holders, which require the approval of the compensation committee
pursuant to the Israeli Companies Law; and

•

to exempt, under certain circumstances, a transaction relating to terms of office and
employment from the requirement of approval of the shareholders meeting.
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The Compensation Policy shall be determined based, inter alia, on the following
parameters: (a) advancements of the goals of the company, its working plan and
its long term policy; (b) creating proper incentives to its officers, while taking into
consideration, among other things, the company ’ s risk management policy; (c) the
company ’ s size and the nature of its operations; (d) with respect to variable components
of officers ’ remuneration, such as bonuses and issuance of securities, the contribution
of the respective officer to obtaining the company ’ s goals and maximizing profits, all in
accordance with a long term perspective and the position of the officer.
In addition, the Compensation Policy is to take into consideration, inter alia, the
following issues: the education, skills, expertise and achievements of the officer,
previous agreements with the officer, the role and the areas of responsibility of the
officer, the long term performance of the officer, the correlation between the proposed
compensations to the average salary of other employees of the company and of
employees employed through third parties (manpower companies and cleaning and
security services) and the effect of such gaps on the employment relationship in the
company. In addition, with respect to the variable component of compensation, if any,
the Compensation Policy should provide for the board of directors to reduce the value
of the variable component from time to time or to set a cap on the exercise value of
convertible securities components that are not paid out in cash. If the terms of office
and employment include retirement grants then the Compensation Policy is to also take
in consideration: the term of office of the officer, the terms of employment during such
period, the results of the company during said period and the officer ’ s contribution to
reaching the company ’ s goals and profit and the circumstances leading to the retirement.

– 32 –

Furthermore, the Compensation Policy must set forth standards and rules on the
following issues: (a) with respect to variable components of compensation basing
the compensation on long term performance and measurable criteria (although (i)
with respect to the chief executive officer, an non-substantial portion of the variable
components, in an amount of up to three monthly salaries in the case of a cash
bonus, can be discretion based, taking into account the contribution of the officer to
the company; and (ii) with respect to executive officers directly supervised by the
chief executive officer, the variable compensation can be discretion based only); (b)
establishing the appropriate ratio between variable components and fixed components
and placing a cap on such variable components; (c) setting forth a rule requiring an
officer to return amounts paid, in the event that it is later revealed that such amounts
were paid on the basis of data which prove to be erroneous and resulted in an amendment
and restatement of the company ’ s financial statements; (d) determining minimum
holding or vesting periods for equity based variable components of compensation, while
taking into consideration appropriate long term incentives; and (e) setting a cap on
grants or benefits paid upon termination.
The board of directors of a company is obliged to adopt a Compensation Policy after
considering the recommendations of the compensation committee. The final adoption
of the Compensation Committee is subject to the approval of the shareholders of the
company, which such approval is subject to certain special majority requirements,
pursuant to which one of the following must be met:
•

the majority of the votes includes at least a majority of all the votes of shareholders
who are not controlling shareholders of the company or who do not have a personal
interest in the Compensation Policy and participating in the vote; abstentions shall
not be included in the total of the votes of the aforesaid shareholders; or

•

the total of opposing votes from among the shareholders described in subsection (i)
above does not exceed 2% of all the voting rights in the company.

Nonetheless, even if the shareholders of the company do not approve the Compensation
Policy, the board of directors of a company may approve the Compensation Policy,
provided that the compensation committee and, thereafter, the board of directors
determined, based on detailed, documented, reasons and after a second review of the
Compensation Policy, that the approval of the Compensation Policy is for the benefit of
the company.
A Compensation Policy that is for a period of more than three years must be approved in
accordance with the above procedure every three years.
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Internal Auditor
Under the Israeli Companies Law, the board of directors of an Israeli public company
must appoint an internal auditor in accordance with the recommendation of the audit
committee. An internal auditor may not be:
•

a person (or a relative of a person) who holds more than 5% of the company ’ s
outstanding 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 the company;

•

an office holder (including a director) of the company (or a relative thereof); or

•

a member of the company ’ s independent accounting firm, or anyone on his or her
behalf.

The role of the internal auditor is to examine, among other things, our compliance with
applicable law and orderly business procedures. The audit committee is required to
oversee the activities and to assess the performance of the internal auditor as well as to
review the internal auditor ’ s work plan.
The engagement of an internal auditor may not be terminated without the internal
auditor ’ s consent, unless the board of directors resolves to terminate the engagement
having received the views of the audit committee and only after having given the
internal auditor the opportunity to explain their position to the board of directors and
audit committee.
The Chairman of the board of directors will be the direct supervisor of the internal
auditor, unless the board of directors shall determine otherwise, according to our articles
of association and the Israeli Companies Law. The internal auditor is required to submit
his or her findings to the audit committee, unless specified otherwise by the board of
directors.
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3.

SHAREHOLDER PROTECTION MATTERS UNDER THE JOINT POLICY
STATEMENT
The Joint Policy Statement states that for the purpose of determining whether an
overseas company demonstrates acceptable shareholder protection standards, the Stock
Exchange ordinarily expects the overseas company to demonstrate it is subject to certain
key shareholder protection standards as set out in the Joint Policy Statement.
The Israeli shareholder protection standards are not materially different to the
shareholder protection standards in Hong Kong, other than those matters set out below.
A summary of the measures taken by the Company to address the differences in these
shareholder protection standards is set out below.
Matters Requiring a Super-Majority Vote
Under the Joint Policy Statement, the following resolutions of an overseas company are
required to be approved by a super-majority vote of members or by a simple majority
vote of members plus a significantly higher quorum: (a) changes to the rights attached to
any class of shares (votes by members of that class), (b) material changes to an overseas
company ’ s constitutional documents, however framed and (c) voluntary winding up of
an overseas company.
Under the Israeli Companies Law, the resolutions referred to above and under certain
circumstances also the resolutions referred to in paragraph (c) above, only require simple
majority votes from shareholders, but allow the company ’ s constitutional documents to
modify the requirements.
The Articles of Association provide that the above resolutions require the approval of a
75% majority of votes from shareholders.
Individual Shareholders to Approve Increase in Shareholders ’ Liability
Under the Joint Policy Statement, there should not be any alteration in an overseas
company ’ s constitutional document to increase an shareholder ’ s liability to the company
unless such increase is agreed by such shareholder in writing.
Under the Israeli Companies Law, any amendment to a company ’ s constitutional
documents which requires a shareholder to purchase additional shares of the company or
to otherwise increase the liability of the shareholder, shall not be binding without that
shareholder ’ s consent. However, there is no requirement that the consent is in writing.
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The Articles of Association provide that the such shareholder ’ s consent to increase the
liability of such shareholder will only be valid if provided in writing.
Appointment and Remuneration of Auditors
Under the Joint Policy Statement, the appointment, removal and remuneration of auditors
must be approved by a majority of an overseas company ’ s shareholders or other body
that is independent of the board of directors.
Under the Israeli Companies Law, (a) the appointment of auditors requires the approval
of shareholders, but the auditor may, if so allowed under the company ’ s constitutional
documents, serve as an auditor until the end of the third annual general meeting
after the annual general meeting in which he was appointed as an auditor and (b) the
remuneration of the auditors for the provision of audit services must be approved
by an ordinary majority of members or by the board of directors if: (i) the members
authorise the board of directors to make such decision and in accordance with the terms
of such authorization; or (ii) it is prescribed under the constitutional documents and in
accordance with the terms prescribed therein. When the auditors ’ remuneration for audit
services is approved by the board of directors, it has to report to the annual general
meeting on such remuneration.
The Articles of Association provides that (a) an auditor ’ s appointment must be no
longer than one year ending with the next annual general meeting and (b) the auditors ’
remuneration is required to be approved by shareholders.
Material Interest in a Transaction
The Listing Rules require shareholders of a company who are interested in a transaction
to abstain from voting at a general meeting to approve the transaction and controlling
shareholders must abstain from voting in favor of certain matters in a general meeting. A
company ’ s constitutional documents must state that where any shareholder is restricted
by the Listing Rules from voting on any particular resolution, any votes cast must not be
counted. The Joint Policy Statement requires that shareholders ’ right to speak and vote
at a general meeting must take into account shareholders with a material interest in a
transaction or arrangement must abstain from voting in such transaction or arrangement,
or the company must put in place measures that achieve the same outcome.
Under the Israeli Companies Law, except for certain instances specially provided for
under the Israeli Companies Law, every shareholder is entitled to participate and vote
in general meetings, subject to the provisions of the constitutional documents, regarding
the voting rights attached to each share.
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There are some instances in which the Israeli Companies Law requires: (a) the resolution
to be approved by a disinterested majority (excluding the controlling shareholder) and/
or (b) shareholders are required to declare the presence or absence of a personal interest.
Under these instances, participation in discussions by interested shareholders is allowed,
but votes which are not accompanied by a prescribed declaration of absence or presence
of personal interest would be ignored and not counted.
Set out below is a summary of the voting requirements for certain transactions under the
Israeli Companies Law:
(a) the appointment of external directors in a public company requires approval by (i)
a majority of votes of shareholders in a general meeting excluding those from a
controlling shareholder or other shareholders who have an interest related to the
controlling shareholder, or (ii) total votes opposing the appointment do not exceed
2% of total voting rights in the company;
(b) the matters that require approval by (i) a majority of votes of shareholders in a
general meeting excluding those from a controlling shareholder or any member with
an interest in the approval, or (ii) total votes opposing the resolution do not exceed
2% of total voting rights in the company are:
(1) the executive compensation policy;
(2) the approval for the chief executive officer to act as chairman of the board of
directors, or vice versa, in a public company;
(3) the terms of engagement with a public company officer other than a director
which are not in accordance with the executive compensation policy, and
approval of the chief executive officer ’ s compensation (even in accordance
with the executive compensation policy);
(4) the terms of engagement with a director or in another capacity, not in
accordance with the executive compensation policy;
(5) any transaction outside the ordinary course of business, with a controlling
shareholder or any entity related thereto, or the renewal or such transaction
after three years;
(6) any amendments to the articles of association of a public company, in which
the controlling shareholders is also an officer, to include provisions for
indemnification and insurance for company officers.
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(c) the matters that require any shareholder participating in such vote to disclose to the
general meeting whether that shareholder has an interest in a transaction, failing
which, that shareholder ’ s votes shall not be counted are:
(1) voting on all matters referred to in paragraph (a) and (b) above;
(2) the terms of engagement with a director, whether in his/her capacity as director
or in another capacity, in accordance with the executive compensation policy;
(3) a private offer by a public company which issues 20% of the voting rights (on a
pre-issue basis) for which the consideration is not in cash or in publicly traded
securities or which is not on market terms, and which will result in a member
increasing his holdings over 5%; and
(4) a merger (as described in paragraph (d) below; and
(d) a merger of one company (company A) with another company (company B) is
generally subject to approval by an ordinary majority of each company. However,
if in company A, any of the shares in company A are held by company B or by
an entity which holds at least 25% of the shares in company B (i.e. the interested
shareholders), then the merger is subject to approval by a majority of votes of
company A, excluding abstentions and the votes of the interested shareholders.
In addition, all voting shareholders must declare whether they are or are not an
interested shareholder and if they fail to do so, their votes will not be counted.
There are some matters in which the Listing Rules are more stringent than the Israeli
Companies Law with respect to transactions requiring approval by shareholders in
a general meeting with no material interest in such transactions and/or controlling
shareholders abstaining from voting in favor of certain transactions.
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To achieve an outcome that is substantially equivalent to that under the Listing Rules
as regards voting by disinterested shareholders in a general meeting, the Articles of
Association provide that in respect of any resolution approving a transaction for which
the Listing Rules requires a shareholder with a material interest in that transaction
to abstain from voting, such resolution will be approved subject to the following
conditions:
(1) the Company will appoint its compliance adviser or another independent financial
or legal adviser to review the votes counted by the share registrar and they confirm
that the resolution would have been successfully passed if the votes cast had
excluded the votes of Shareholders that would be required to abstain from voting
under the Listing Rules;
(2) the transaction agreement will contain a condition precedent that the Company
obtains the confirmation described in paragraph (1) above; and
(3) the Company will conduct the transaction only if the condition precedent is
satisfied.
Notice of General Meetings
Under the Joint Policy Statement, an overseas company must give its members
reasonable written notice of its general meetings.
The Israeli Companies Law generally requires a minimum of 21 days ’ notice to
shareholders prior to an annual general meeting but such notice may vary from 35 to 14
days for a foreign listed Israeli public company under certain circumstances.
The Articles of Association provide that a notice of an annual general meeting must be
published at least 21 days prior to the meeting, subject to a longer notice of at least 35
days for certain matters which require a longer notice period under the Israeli Companies
Law.

– 39 –

4.

COMPLIANCE WITH THE TAKEOVERS CODE
There are differences between the requirements for takeover procedures under Hong
Kong and Israeli laws in relation to a mandatory general offer.
Under Israeli Companies Law, a person who wishes to acquire shares of a public
Israeli company and who would as a result of such acquisition holds over 90% of the
company ’ s voting rights or the company ’ s issued share capital, is required to make a
tender offer to all the company ’ s shareholders for the acquisition of all the issued shares
of a company (see “ Full Tender Offer ” above for further details).
Rule 26 of the Takeovers Code provides that a mandatory general offer must only be
conditional upon the offeror having received acceptances in respect of voting rights
which, together with the voting rights acquired or agreed to be acquired before or during
the offer, will result in the offeror and any person acting in concert with it holding more
than 50% of the voting rights (the “ 50% Acceptance Condition ” ).
A conflict arises where a mandatory general offer is triggered under the Takeovers Code
and which may result in the offeror holding more than 90% of the voting rights or issued
share capital of the company, thereby also triggering the full tender offer requirements.
In such a case, Rule 26 of the Takeovers Code requires that the only condition to the
mandatory general offer to be the 50% Acceptance Condition, while the full tender offer
requirements impose the Israeli Acceptance Conditions (see “ Full Tender Offer ” above
for further details) in order to allow the offeror to increase its shareholding to more than
90% of the issued share capital of the company.
In addition, if the Israeli Acceptance Conditions are not satisfied, the offeror may only
acquire such shares for the accepting shareholders which will not result in the offeror
owning more than 90% of the issued share capital of the company. However, under the
Takeovers Code, once the 50% Acceptance Condition is satisfied, the offeror is required
to acquire all the shares in respect of which acceptances are received and payment for
such shares is required to be made within seven business days following the date on
which the offer becomes or is declared unconditional and the date of receipt of a duly
completed acceptance.
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Notice to All Shareholders and Potential Investors
Shareholders and potential investors in the Company should be aware that any person
contemplating an offer for the shares of the Company will need to comply with both the
requirements relating to offers under the Takeovers Code and the requirements relating
to full tender offers under the Israeli Companies Law.
In case of a mandatory general offer in relation to the Company, there is a conflict
between the requirements under Rule 26 of the Takeovers Code which permits a
mandatory general offer to be subject only to the 50% acceptance condition and the full
tender offer requirements under the Israeli Companies Law which impose restrictions on
the ability of an offeror to acquire more than 90% of the voting rights in the Company
unless the Israeli Acceptance Conditions are satisfied.
In this regard, any potential offeror must not acquire any shares or voting rights in the
Company which would give rise to a requirement to make a mandatory general offer
under the Takeovers Code unless it is satisfied that the making or implementation of
such an offer would comply with the provisions of the Takeovers Code and the Israeli
Companies Law.
Failure to do so would result in (a) a breach of the Takeovers Code unless
dispensation(s) under the Takeovers Code is granted by the Executive Director of the
Corporate Finance Division of the SFC or his delegate ( “ Executive ” ), which will be
granted only in exceptional circumstances; and (b) a breach of the Israeli Companies
Law. There is no assurance that the Executive will grant such dispensation(s). In case of
any doubt, the Executive should be consulted at the earliest opportunity and in any event
before a mandatory general offer is triggered.
5.

VOTING ARRANGEMENTS AND DECLARATION OF PERSONAL INTEREST
As explained in “ Material Interest in a Transaction ” above, for certain transactions
under the Israeli Companies Law, a shareholder voting on the proposed resolution at the
general meeting is required to declare whether or not he has a personal interest in the
proposed resolution. Otherwise, the votes of such shareholder will not be counted.

– 41 –

Accordingly, in relation to those transactions requiring a shareholder to declare whether
or not he has a personal interest in the proposed transaction, the following arrangements
will apply:
(a) For Shareholders whose Shares are registered in their own name
If a Shareholder attends and votes at the general meeting in person, he will be
required to indicate on the voting paper whether or not he has a personal interest in
the proposed transaction.
If a Shareholder does not attend the general meeting in person and appoints a proxy
to attend and vote on his behalf at the general meeting, such Shareholder is required
to include with his proxy form (a) a declaration of whether or not the Shareholder
has a personal interest in the proposed transaction; and (b) voting instructions which
(i) are not subject to change (although not necessarily irrevocable); (ii) are clear and
unambiguous and leave no discretion to the proxy; and (iii) refer to the resolutions
in the notice of the general meeting.
If such Shareholder or his proxy in the absence of voting instructions containing the
terms described in the preceding paragraph does not indicate on the voting paper
whether or not the Shareholder or proxy, as applicable, has a personal interest in the
proposed transaction, the votes of such Shareholder will not be counted.
A Shareholder may appoint any person to be his proxy, including the chairman of
the general meeting, provided that where the proxy includes a vote on a matter in
which a personal interest must be declared, the voting instructions on the proxy
form do not give any discretion to the proxy holder.
(b) For Shareholders whose Shares have been Deposited into CCASS
Any Shareholder for whose benefit Shares are registered with a CCASS participant
(or who is himself a CCASS investor participant) and whose underlying Shares
have been deposited into CCASS and registered in the name of HKSCC Nominees
Limited ( “ HKSCCN ” ) is required to include with his voting instructions to the
CCASS participant or HKSCCN (as the case may be) a declaration of whether or
not he has a personal interest in the proposed transaction. If such declaration of
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a personal interest is not provided with the voting instructions, the votes of such
Shareholder will not be counted. Such voting instructions shall: (a) be provided in
writing (in physical or electronic format), (b) not be subject to change (although not
necessarily irrevocable), (c) be clear and non-ambiguous and leave no discretion
to those receiving the instructions, and (d) refer to the resolutions included in the
notice of the General Meeting.
CCASS participants who receive voting instructions from the beneficial owners of
Shares should provide the voting instructions together with the declarations of personal
interest received to HKSCCN.
Voting Deeds and Position Notices (Applicable only to Shareholders whose Shares
are registered in their own name)

Voting Deeds
For Shareholders whose Shares are registered in their own name, in addition to voting
in person or by proxy at general meetings, they may also vote using a voting deed on
resolutions relating to the following matters:
(a) appointment and dismissal of Directors;
(b) approval of extraordinary transactions for which the Company requires approval
of the general meeting, such as acts of company officers which raise concerns of
fiduciary duty and the matters set out in paragraphs (b) (3), (b) (5), (c) (2) and (c)
(3) in “ Material Interest in a Transaction ” above;
(c) approval of a merger;
(d) authorizing the chairman of the board or his/her relative to act as CEO or to
exercise the powers of the CEO, and authorizing the CEO or his/her relative to act
as chairman of the board or to exercise the chairman ’ s powers;
(e) any other matter for which the Articles of Association determine the Shareholders
may vote by voting deed; and
(f) any other matter which the Justice Minister may enact in regulations, which
currently include (i) approval of the Company ’ s executive compensation policy and
(ii) any settlement or other arrangement between the Company and its Shareholders
or creditors.
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A voting deed is a document which allows a Shareholder to submit his vote on certain
resolutions directly in writing to the Company, rather than attending the general meeting
in person or by proxy. For any general meeting where a proposed resolution relates to
any of the above matters, the Company will send a voting deed in addition to a proxy
form to the Shareholder, who should decide how he wishes to vote on the relevant
resolution.
Shareholders should note that if the relevant resolution requires a declaration of a
personal interest and such Shareholders elect to vote using a voting deed, they must
indicate on the voting deed whether or not they have a personal interest in the proposed
transaction. If such declaration of a personal interest is not indicated on the voting deed,
the votes of such Shareholders will not be counted.

Position Notices
A position notice is a written statement of an opinion or position on a certain matter on
the agenda for a general meeting. While Shareholders or their proxies who attend the
general meeting in person will have the opportunity to participate in discussions and to
hear the opinions of other Shareholders prior to voting, a voting deed must be submitted
to the Company prior to the general meeting. A position notice therefore enables
Shareholders who vote using a voting deed to state their position on the relevant matter
to the other Shareholders prior to voting. Shareholders who vote using a voting deed
may submit a position notice together with their voting deed to the Company.
6.

LAWS AND REGULATIONS IN RELATION TO TAXATION

The following description is not intended to constitute a complete analysis of all tax
consequences relating to the purchase, ownership or disposition of the Shares. You
should consult your own tax advisor concerning the tax consequences of your particular
situation, as well as any tax consequences that may arise under the laws of any state,
local, foreign, including Israel, or other taxing jurisdiction.
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Certain Israeli tax considerations
The following is a brief summary of certain Israeli income tax laws applicable to us.
This section also contains a discussion of certain Israeli tax consequences concerning
the purchase, ownership and disposition of our New Shares. This summary does not
discuss all the Israeli tax aspects that may be relevant to a particular investor in light
of his or her personal investment circumstances or to some types of investors subject
to special treatment under Israeli law. To the extent that the summary below discusses
new legislation that has not yet been subject to judicial or administrative interpretation,
we cannot assure that the relevant tax authorities or the courts will accept the views
expressed in this discussion. This summary is based on laws and regulations in effect as
of the date hereof and does not take into account possible future amendments which may
be under consideration.

General corporate tax structure in Israel
Israeli resident companies (as defined below), such as the Company, are generally
subject to corporate tax currently at the rate of 24% (scheduled to be reduced to 23% in
2018) with respect to their taxable income, as at January 1, 2017.
Capital gains derived by an Israeli resident company are generally subject to tax at the
same rate as the corporate tax rate. Under Israeli tax legislation, a corporation will be
considered an “ Israeli resident ” if it meets one of the following: (i) it was incorporated
in Israel; or (ii) the control and management of its business are exercised in Israel.

Law for the Encouragement of Industry (Taxes), 5729-1969
The Law for the Encouragement of Industry (Taxes), 1969, ( “ Industry Encouragement
Law ” ), provides several tax benefits for “ Industrial Companies ” , which are defined as
Israeli resident-companies which 90% or more of their income in any tax year is derived
from an “ Industrial Enterprise ” which must be located in Israel, that it owns, or an
enterprise whose principal activity in a given tax year is industrial production. Eligibility
for benefits under the Industry Encouragement Law is not contingent upon approval of
any governmental authority.
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The following corporate tax benefits, among other things, are available to “ Industrial
Companies ” :
•

amortization over an eight year period of the cost of purchasing a patent, rights
to use a patent and rights to know-how, which are used for the development or
advancement of the company, commencing in the year in which such rights were
first exercised;

•

under limited conditions, an election to file consolidated tax returns with related
Industrial Companies; and

•

deductions of expenses related to a public offering in equal amounts over a three
year period.

Currently, Alma Lasers is qualified as an “ Industrial Company ” within the meaning of
the Industry Encouragement Law, while the Company is not qualified as such. There can
be no assurance that the Company will qualify as an “ Industrial Company ” in the future
or that Alma Lasers will continue to qualify as an “ Industrial Company ” and continue to
benefit from the Industrial Encouragement Law.

Law for the Encouragement of Capital Investments, 5719-1959
The Law for the Encouragement of Capital Investments, 1959 ( “Capital Encouragement
Law ” ), provides certain incentives for capital investments in production facilities
(or other eligible assets). The Capital Encouragement Law was significantly
amended effective April 1, 2005 and further amended as of January 1, 2011 ( “ 2011
Amendment ” ). The 2011 Amendment introduced new benefits to replace those granted
in accordance with the provisions of the Capital Encouragement Law in effect prior to
the 2011 Amendment.

Tax benefits under the 2011 Amendment
The 2011 Amendment cancelled the availability of the benefits granted to Industrial
Companies under the Capital Encouragement Law prior to 2011 and, instead, introduced
new benefits for income generated to a “ Preferred Company ” through its “ Preferred
Enterprise ” (as such terms are defined in the Capital Encouragement Law) as of January
1, 2011.
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The definition of a Preferred Company includes a company incorporated in Israel that is
not fully owned by a governmental entity, and that has, among other things, a Preferred
Enterprise and is controlled and managed from Israel. Under a recent amendment
announced in December 2016, beginning in 2017 and in each year thereafter, a Preferred
Company may be entitled to reduced corporate tax rates of 16%, or 7.5% in case the
Preferred Enterprise is located in a specified development zone. Income derived by
a Preferred Company from a “ Special Preferred Enterprise ” (as such term is defined
under the Capital Encouragement Law) would be entitled, during a benefit period of ten
years, to further reduced tax rates of 8%, or 5% if the Special Preferred Enterprise is
located in a certain development zone. Also, income derived by a Preferred Company
from a “ Preferred Technology Enterprise ” (as such term is defined under the Capital
Encouragement Law) would be subject to a reduced corporate tax rate of 12% or 7.5%
where the “ Preferred Technology Enterprise ” is located in a specified development zone.
Where the Preferred Company derives income from a “ Special Preferred Technology
Enterprise ” (as such term is defined under the Capital Encouragement Law) the tax rate
can be further reduced to 6%.
As of January 1, 2014, dividends paid out of income attributed to a Preferred Enterprise
are subject to withholding tax at source at the rate of 20% unless a different tax rate is
provided under an applicable tax treaty. However, if such dividends are paid to an Israeli
company, no tax is required to be withheld.
Currently, Alma Lasers is entitled to receive certain tax benefits available for Preferred
Companies, however, there can be no assurance that Alma Lasers will continue to be
entitled to receive such benefits at any time in the future. Furthermore, there can be no
assurance that even if in the future Alma Lasers meets the relevant requirements for such
tax benefits, that such tax benefits will be available to Alma Lasers at all.

Taxation of our Israeli individual shareholders on receipt of dividends
Israeli residents who are individuals are generally subject to Israeli income tax for
dividends paid on our ordinary shares (other than bonus shares or share dividends) at a
rate of 25%, or 30% if the recipient of such dividend is a Substantial Shareholder (as
defined below) at the time of distribution or at any time during the preceding 12 month
period. An additional tax at a rate of 3% may be imposed upon individual shareholders
whose annual taxable income from all sources exceeds a certain amount, as described
below.
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A “ Substantial Shareholder ” is generally a person who alone, or together with his or her
relative or another person who collaborates with him or her on a regular basis, holds,
directly or indirectly, at least 10% of any of the “ means of control ” of a corporation.
“ Means of control ” generally include the right to vote, receive profits, nominate a
director or an officer, receive assets upon liquidation or instruct someone who holds
any of the aforesaid rights regarding the manner in which he or she is to exercise such
right(s), all regardless of the source of such right.
With respect to individuals, the term “ Israeli resident ” is generally defined under Israeli
tax legislation as a person whose center of life is in Israel. The Israeli Tax Ordinance
states that in order to determine the center of life of an individual, consideration will
be given to the individual ’ s family, economic and social connections, including: (i)
place of permanent residence; (ii) place of residential dwelling of the individual and
the individual ’ s immediate family; (iii) place of the individual ’ s regular or permanent
occupation or the place of his or her permanent employment; (iv) place of the
individual ’ s active and substantial economic interests; (v) place of the individual ’ s
activities in organizations, associations and other institutions. The center of life of an
individual will be presumed to be in Israel if: (i) the individual was present in Israel for
183 days or more in the tax year; or (ii) the individual was present in Israel for 30 days
or more in the tax year, and the total period of the individual ’ s presence in Israel in that
tax year and the two previous tax years is 425 days or more. Such presumption may be
rebutted either by the individual or by the assessing officer.
Payers of dividends on our ordinary shares, including the Israeli stockbroker effectuating
the transaction, or the financial institution through which the securities are held, are
generally required, subject to any of the foregoing exemptions, reduced tax rates and the
demonstration of a shareholder regarding his, her or its foreign residency, to withhold
tax upon the distribution of dividend at the rate of 25%, so long as the shares are
registered with a nominee company.

Taxation of Israeli resident corporations on payment of dividends
Israeli resident corporations are generally exempt from Israeli corporate income tax with
respect to dividends paid on ordinary shares held by such Israeli resident corporations
as long as the profits out of which the dividends were paid were derived in Israel and
received from another corporation that is liable to Israeli corporate tax.
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Capital gains taxes applicable to Israeli resident shareholders
The income tax rate applicable to real capital gains derived by an Israeli individual
resident from the sale of shares that were purchased after January 1, 2012, whether
listed on a stock exchange or not, is 25%. However, if such shareholder is considered a
Substantial Shareholder at the time of sale or at any time during the preceding 12 month
period, such gain will be taxed at the rate of 30%. In addition, as noted above, beginning
in 2017, an additional tax at a rate of 3% may be imposed upon individual shareholders
whose annual taxable income from all sources exceeds a certain amount, as described
below.
Moreover, capital gains derived by a shareholder who is a dealer or trader in securities,
or to whom such income is otherwise taxable as ordinary business income, are taxed
in Israel at ordinary income rates (currently 24% for corporations and up to 50% for
individuals).
At the sale of securities traded on a stock exchange a detailed return, including a
computation of the tax due, must be filed and an advanced payment must be paid on
January 31 and July 31 of every tax year in respect of sales of securities made within
the previous six months. However, if all tax due was withheld at source according to
applicable provisions of the Ordinance and regulations promulgated thereunder the
aforementioned return need not be filed and no advance payment must be paid. Capital
gain is also reportable on the annual income tax return.

Taxation of non-Israeli shareholders on receipt of dividends
Non-Israeli resident shareholders are generally subject to Israeli income tax on the
receipt of dividends paid on our Shares at the rate of 25% (or 30%, if such holder is
a Substantial Shareholder at the time when he or she receives the dividends or on any
date in the 12 months preceding such date). Such tax on the dividend will be withheld
at source by the Company, unless, a shareholder applies to the Israel Tax Authority and
obtains an approval that it is entitled to a reduced tax rate under an applicable tax treaty
between Israel and the shareholder ’ s country of residence.
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A shareholder who is entitled to a reduced tax rate under an applicable tax treaty
between Israel and the shareholder ’ s country of residence, but had not obtained an
approval from the Israel Tax Authority prior to a payment of a dividend, may apply
for a tax refund by submitting Form 1301 to the Israel Tax Authority together with the
relevant identity document(s) and such other documents as may be required by the Israel
Tax Authority and the confirmation of the taxes withheld (referred to below). The Form
1301 and details of how to apply for a tax refund can be obtained from the website of
the Israel Tax Authority at www.taxes.gov.il. The application for a tax refund may be
submitted to the Israel Tax Authority for a period of seven years from the end of the
year in which such dividend was distributed.
In the year following the payment of the dividends until the end of that year, the
Company may apply to the Israel Tax Authority and obtain a formal confirmation for all
taxes withheld in the previous year for its statutory tax reporting requirements.
There is no reporting obligation in Israel for non-Israeli residents applying for tax
benefits available under a tax treaty with Israel.
With respect to Hong Kong resident shareholders, there is currently no tax treaty
between Israel and Hong Kong that gives rise to any tax benefits on the receipt of
dividends from the Company. There is, however, a tax treaty between Israel and the PRC
pursuant to which shareholders who are residents of the PRC may be entitled, under
certain circumstances, to tax benefits available under that treaty. These benefits provide,
where applicable, that dividends paid to a shareholder who is a resident of the PRC may
be taxed in Israel at a rate of 10%.

Capital gains income taxes applicable to Non-Israeli shareholders
According to Israeli tax law, non-Israeli resident shareholders are exempt from Israeli
capital gains tax on any capital gains derived from the sale, exchange or disposition of
our Shares, provided the following conditions are met:
(1) such gains were not derived from a permanent establishment or business activity of
such shareholders in Israel; and
(2) the Shares were purchased by the non-Israeli resident pursuant to the Global
Offering or following the listing of the Shares on the Stock Exchange.
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Notwithstanding the above, non-Israeli resident shareholders who are legal entities will
not be entitled to the foregoing exemption if Israeli residents (i) have a controlling
interest of more than 25% in such non-Israeli entity or (ii) are the legal beneficiaries
of or are entitled to 25% or more of the revenues or profits of such non-Israeli entity,
whether directly or indirectly.
In addition, a sale of securities by a non-Israeli resident shareholder may also be exempt
from Israeli capital gains tax under the provisions of an applicable tax treaty.
Foreign brokers (including CCASS Participants) are not required to withhold Israeli tax
at source with respect to a sale of our Shares.

Excess tax
Individuals who are subject to tax in Israel are also subject to an additional tax at a rate
of 3% on annual income exceeding a certain threshold (NIS640,000 for 2017, which
amount is linked to the annual change in the Israeli consumer price index), including,
but not limited to, dividends, interest and capital gains.

Estate and gift tax
Israeli law presently does not impose estate or gift taxes.

Stamp Duty
Israeli law presently does not impose a stamp duty on the transfer of shares.

THE DISCUSSION ABOVE IS A GENERAL SUMMARY. IT DOES NOT COVER
ALL TAX MATTERS THAT MAY BE OF IMPORTANCE TO A PROSPECTIVE
INVESTOR. EACH PROSPECTIVE INVESTOR IS URGED TO CONSULT ITS
OWN TAX ADVISOR ABOUT THE TAX CONSEQUENCES RELATING TO
THE PURCHASE, OWNERSHIP AND DISPOSITION OF OUR SHARES IN
LIGHT OF THE INVESTOR ’ S OWN CIRCUMSTANCES, INCLUDING THE
CONSEQUENCES OF ANY PROPOSED CHANGE IN APPLICABLE LAWS.
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C. ARTICLES OF ASSOCIATION OF THE COMPANY
THE ISRAELI COMPANIES LAW, 5759-1999
A COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATION
OF
SISRAM MEDICAL LTD

(As amended and restated on [ • ] 2017)
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THE ISRAELI COMPANIES LAW, 5759-1999
A COMPANY LIMITED BY SHARES
ARTICLES OF ASSOCIATION
OF
SISRAM MEDICAL LTD
(As amended and restated on [ • ] 2017)

GENERAL PROVISIONS
1.

Interpretation and General
(a) In these Articles of Association, in addition to the terms defined elsewhere herein,
unless the context requires otherwise, the following terms shall have the respective
meanings ascribed to them below:
(1) “ Articles ” means these Articles of Association of the Company, as amended
from time to time.
(2) “ Board of Directors ” means the board of directors of the Company as
constituted from time to time, in accordance with these Articles and the Israeli
Companies Law.
(3) “ CCASS ” means the Central Clearing and Settlement System established and
operated by Hong Kong Securities Clearing Company Limited;
(3) “ clearing house ” means a recognised clearing house within the meaning of
Schedule 1 of the Securities and Futures Ordinance, Chapter 571 of the Laws
of Hong Kong or a clearing house recognised by the laws of the jurisdiction in
which the Shares are listed or quoted on a stock exchange in such jurisdiction.
(4) “ close associate ” , in relation to any Director, shall have the same meaning as
defined in the Listing Rules, except that for purposes of Article 46(b) where
the transaction or arrangement to be approved by the Board is a connected
transaction referred to in the Listing Rules, it shall have the same meaning as
that ascribed to “ associate ” in the Listing Rules.
(5) “ Company ” means Sisram Medical Ltd.
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(6) “ Director(s) ” means a member or members of the Board of Directors holding
office as director(s) of the Company at any given time.
(7) “ Exchange ” means The Stock Exchange of Hong Kong Limited and, where
applicable, its successors in title.
(8) “ External Director ” means a director if he or she would be an external
director under the Israeli Companies Law.
(9) “ General Meeting ” means the Annual General Meeting (as defined in Article
25 below) of the Shareholders or any Extraordinary General Meeting (as
defined in Article 26 below) of the Shareholders, as applicable.
(10) “ HKSCCN ” means HKSCC Nominees Limited.
(11) “ HK$ ” means Hong Kong dollars, the lawful currency of Hong Kong.
(12) “ Israeli Companies Law ” means the Israeli Companies Law, 5759-1999,
as amended from time to time, including any regulations, orders and rules
promulgated thereunder. The Israeli Companies Law shall include reference
to the Israeli Companies Ordinance [New Version], 5743-1983 of the State of
Israel (the “ Israeli Companies Ordinance ” ), to the extent in effect according
to the provisions thereof.
(13) “ Listing Rules ” means the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended or supplemented from
time to time.
(14) “ NIS ” means New Israeli Shekels.
(15) “ Office Holder ” means a Director and any other person defined as an office
holder ( “Nosei Misra ” ) in the Israeli Companies Law.
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(16) “ Ordinary Resolution ” means a resolution passed by a Simple Majority in a
General Meeting (or class meeting, if applicable).
(17) “ Public Investor ” has the meaning ascribed to it in Article 12(c) below.
(18) “ Registered Office ” means the registered office of the Company at any given
time.
(19) “ Shareholder(s) ” means the shareholder(s) of the Company, at any given time,
as recorded in the Shareholders Register, subject to the provisions Article 12
below.
(20) “ Shareholders Register ” means the register of Shareholders maintained
pursuant to the Israeli Companies Law and including an “ Additional
Shareholders Register ” , if the Company elects to have an Additional
Shareholders Register.
(21) “ Simple Majority ” means a majority of more than 50% of all the actual votes
cast in favour by the Shareholders present (in person or by proxy), and voting
on the relevant proposal or resolution in a General Meeting (or class meeting,
if applicable) (i.e., more than 50% of the voting power represented at the
meeting and voting in favour of the resolution or proposal), without taking into
account abstentions.
(22) “ Special Resolution ” means a resolution passed by a majority of not less than
three-fourths (75%) of all the actual votes cast in favour by the holders of the
shares of such class present, in person or by proxy, and voting, on the relevant
proposal or resolution in a General Meeting, without taking into account
abstentions. A Special Resolution shall be effective for any purpose for which
an Ordinary Resolution is expressed to be required under any provisions of
these Articles or applicable law or regulations.
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(b) Unless the subject or the context otherwise requires or dictates: (i) words and
expressions defined in the Israeli Companies Law as may be in force from time to
time shall have the same meanings herein; (ii) words and expressions importing the
singular shall include the plural and vice versa; (iii) any pronoun shall include the
corresponding masculine, feminine and neuter forms; (iv) words and expressions
importing persons shall include an individual, corporation, company, partnership,
cooperative society, trust of any kind or any other body of persons, whether
incorporated or otherwise; (v) the word “ including ” means including without
limiting the generality of any description preceding such terms and shall be deemed
to be followed by the phrase “ without limitation ” ; (vi) the terms “ these Articles ” ,
“ hereof ” , “ hereunder ” , “ herein ” and similar expressions refer to these Articles as
a whole, and not to any particular Article, subsection or other portion hereof; (vii)
references to a law or to a specific section thereof shall be construed as a reference
to such law or section, as the same may have been, or may from time to time be,
amended, succeeded or re-enacted; (viii) any reference to “ law ” shall include any
supranational, national, federal, state, local, or foreign statute or law and all rules
and regulations promulgated thereunder (including, any rules, regulations or forms
prescribed by any governmental authority or securities exchange commission or
authority, if and to the extent applicable); (ix) the term “ writing ” or any term of
like import includes words typewritten, printed, painted, engraved, lithographed,
photographed, scanned or represented or reproduced by any mode of reproducing
words in a visible form, including facsimile, computer file, electronic mail or other
form of writing produced by electronic communication; and (x) any reference to
a “ day ” or a number of “ days ” (without any explicit reference otherwise, such as
to business days) shall be interpreted as a reference to a calendar day or number
of calendar days; reference to month or year means according to the Gregorian
calendar.
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(c) The captions in these Articles are for convenience only and shall not be deemed
a part hereof or affect the construction of any provision hereof. The specific
provisions of these Articles shall supersede the provisions of the Israeli Companies
Law and the Israeli Companies Ordinance, as applicable, to the extent permitted
under the Israeli Companies Law and the Israeli Companies Ordinance, as
applicable. Wherever these Articles state that the provisions hereof shall apply
subject to the provisions of the Israeli Companies Law and/or subject to the
provisions of the Israeli Companies Ordinance and/or subject to the provisions of
applicable law, the intention is to the mandatory provisions of the Israeli Companies
Law and/or the provisions of the Israeli Companies Ordinance and/or the provisions
of applicable law, which cannot be derogated from, unless the context requires
otherwise. With respect to any matter that is not specifically addressed in these
Articles, the provisions of the Israeli Companies Law and the Israeli Companies
Ordinance, as applicable, shall govern.
2.

Name of the Company; Registered Office
(a) The name of the Company is:
in English – Sisram Medical Ltd
in Hebrew –
(b) The registered office of the Company shall be at such place as determined from
time to time by the Board of Directors.

3.

Public Company
(a) The Company is a public company (as such term is defined in the Israeli Companies
Law).
(b) The Company shall not obtain a listing of its shares (whether on a primary or
secondary basis) on the Tel Aviv Stock Exchange or any other exchanges in Israel,
and the Company shall not conduct any “ Public Offer ” (as defined in the Israeli
Securities Law – 1968) which would affect the Company ’ s ability to comply with
the Listing Rules or the General Rules of CCASS.
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4.

Object and Purpose of the Company
(a) The purpose of the Company is to engage, directly or indirectly, in any lawful
activity or business whatsoever.
(b) The Company may contribute a reasonable amount to a worthy cause. The Board
of Directors may from time to time determine the policy and amounts within
which such contributions may be made by the Company, and the person or persons
authorised to approve any such specific contribution.

5.

Limitation of Liability
(a) The Company is a limited liability company and therefore each Shareholder ’ s
liability for the Company ’ s obligations shall be limited to the full payment of the
nominal value of the shares held by such Shareholder.
(b) There shall be no alteration in these Articles to increase an existing Shareholder ’ s
liability to the Company, unless the Shareholder provides a written consent to such
alteration.

6.

Amendment of Articles
Subject to applicable law, any amendment of these Articles shall require a Special
Resolution to be adopted by a General Meeting. Subject to applicable law, and unless
provided otherwise herein, a resolution passed at a General Meeting by a Special
Resolution which purports to amend any of the provisions set forth herein, shall be
deemed a resolution to amend these Articles even if not expressly stated as such in the
resolution or at the General Meeting.

SHARE CAPITAL
7.

Share Capital of the Company and Rights Attached to Shares
(a) The authorised share capital of the Company is NIS [10,000,000] divided into
[1,000,000,000] Ordinary Shares with a nominal (par) value of NIS 0.01 per share
(sometimes referred to herein as, the “ Ordinary Shares ” or the “ Shares ” ). The
Ordinary Shares shall be pari passu in all respects.
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(b) The Ordinary Shares shall confer upon the holders thereof:
(i)

an equal right to participate in and vote at the General Meetings of the
Company; each of the Shares shall entitle its holder present at the meeting and
participating in the vote (whether in person or by proxy) to one vote for each
Share held, provided that all calls due to the Company in respect of any Share
or Shares have been paid;

(ii) an equal right to participate in the distribution of dividends, whether in cash or
in bonus shares, in the distribution of assets, or in any other distribution, pro
rata to the nominal value of the Shares; and
(iii) an equal right to participate in the distribution of the surplus assets of the
Company in the event of its winding-up pro rata to the nominal value of the
Shares.
8.

Increase of Share Capital
(a) The Company may, from time to time, by a resolution of Shareholders, whether or
not all the shares then authorised have been issued, increase its authorised share
capital by the creation of new shares. Any such increase shall be in such amount
and shall be divided into shares of such nominal amounts (or no nominal amounts if
the Company so decides), and such shares shall confer such rights and preferences,
and shall be subject to such restrictions, as such resolution shall provide. No shares
shall be issued to bearer.
(b) Except to the extent otherwise provided in such resolution, any new shares included
in the authorised share capital increased as aforesaid shall be subject to all the
provisions of these Articles which are applicable to shares included in the existing
share capital (and, if such new shares are of the same class as a class of shares
included in the existing share capital, to all of the provisions which are applicable
to shares of such class included in the existing share capital).
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9.

Special Rights; Modifications of Rights
(a) Without prejudice to any special rights previously conferred upon the holders
of existing shares in the Company, the Company may, from time to time, by a
resolution of Shareholders and subject to applicable law and regulations and the
Listing Rules, provide for shares with such preferred or deferred rights or rights of
redemption or other special rights and/or such restrictions, whether with regard to
dividends, voting, repayment of share capital or otherwise, as may be stipulated in
such resolution.
(b) Preference shares may be issued subject to such limitations thereof as may be
prescribed by the Listing Rules and the rights attaching to shares other than
Ordinary Shares shall be expressed in these Articles. The total number of issued
preference shares shall not exceed the total number of issued Ordinary Shares at any
time. Preference shareholders shall have the same rights as ordinary shareholders
as regards receiving of notices, reports and balance sheets and attending general
meetings of the Company. Preference shareholders shall also have the right to vote
at any meeting convened for the purpose of reducing the capital or winding up or
sanctioning a sale of the undertaking of the Company or where the proposal to be
submitted to the meeting directly affects their rights and privileges or when the
dividend on the preference shares is more than six (6) months in arrears.
(c) The Company has power to issue further preference capital ranking equally with,
or in priority to, preference shares from time to time already issued or about to be
issued.
(d) The repayment of preference capital other than redeemable preference capital or
any other alteration of preference shareholder rights may only be made pursuant to
a Special Resolution of the preference shareholders concerned, provided always that
where the necessary majority for such a Special Resolution is not obtained at the
general meeting, consent in writing if obtained from the holders of three-fourths of
the preference shares concerned within two (2) months of the general meeting, shall
be as valid and effectual as a Special Resolution carried at the general meeting.
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(e) If at any time the share capital is divided into different classes of shares, the rights
attached to any class, unless otherwise provided by these Articles, may be modified
or abrogated by the Company, by an Special Resolution of Shareholders, subject
to the sanction of an Ordinary Resolution passed by holders of such class present
and voting at a separate General Meeting of the holders of the shares of such class.
Where the Company issues shares which do not carry voting rights, the words “ nonvoting ” shall appear in the designation of such shares and where the equity capital
includes shares with different voting rights, the designation of each class of shares,
other than those with the most favourable voting rights, must include the words
“ restricted voting ” or “ limited voting ” .
(f) The provisions of these Articles relating to General Meetings shall, mutatis
mutandis, apply to any separate General Meeting of the holders of the shares of a
particular class (other than the ordinary shares), provided that the quorum for such
General Meeting (other than adjourned meeting) shall be the holders of at least onethird of the issued shares of that class.
(g) Unless otherwise provided by these Articles, the Listing Rules or the Israeli
Companies Law, an increase in the authorised share capital, the creation of a new
class of shares, an increase in the authorised share capital of a class of shares, or
the issuance of additional shares thereof out of the authorised and unissued share
capital, shall not be deemed, for purposes of this Article 9, to modify or derogate or
cancel the rights attached to previously issued shares of such class or of any other
class.
10. Consolidation, Subdivision, Cancellation and Reduction of Share Capital
(a) The Company may, from time to time, by a resolution of Shareholders (subject,
however, to the provisions of Article 9(e), if applicable, and to applicable law):
(i)

consolidate and divide all or any of its issued or unissued share capital into
shares of larger nominal value than its existing shares;
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(ii) subdivide its shares (issued or unissued) or any of them, into shares of
smaller nominal value than is fixed by these Articles (subject, however, to
the provisions of the Israeli Companies Law), and the shareholders resolution
pursuant to which any share is subdivided may determine that, as among the
holders of the shares resulting from such subdivision, one or more of the
shares may, as compared with the others, have any such preferred or deferred
rights or rights of redemption or other special rights with regard to dividends,
participation in assets upon winding-up, voting and so forth, or be subject to
any such restrictions, as the Company has power to attach to unissued or new
shares;
(iii) cancel any shares which, at the date of the adoption of such resolution, have
not been taken or agreed to be taken by any person, and reduce the amount of
its share capital by the amount of the shares so cancelled; or
(iv) reduce its share capital in any manner, and with and subject to any incident
authorised, and consent required, by law.
(b) With respect to any consolidation of issued shares and with respect to any other
action which may result in fractional shares, the Board of Directors may settle any
difficulty which may arise with regard thereto, as it deems fit, including, inter alia,
resort to one or more of the following actions:
(i)

determine, as to the holder of shares so consolidated, which issued shares shall
be consolidated into each share of larger nominal value;

(ii) allot, in contemplation of or subsequent to such consolidation or other action,
such shares or fractional shares sufficient to preclude or remove fractional
shareholdings;
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(iii) to the extent as may be permitted under the Israeli Companies Law and the
Listing Rules, redeem or purchase such shares or fractional shares sufficient to
preclude or remove fractional shareholdings;
(iv) round up, round down or round to the nearest whole number, any fractional
shares resulting from the consolidation or from any other action which may
result in fractional shares; or
(v) to the extent as may be permitted under the Israeli Companies Law, cause the
transfer of fractional shares by certain Shareholders of the Company to other
Shareholders or third parties so as to most expediently preclude or remove any
fractional shareholdings, and cause the transferees to pay the transferors the
fair value of fractional shares so transferred (after deduction of the expenses of
such transfer), and the Board of Directors is hereby authorised to act as agent
for the transferors and transferees with power of substitution for purposes of
implementing the provisions of this Article 10(b)(v). Such transferees shall
not be bound to see to the application of the purchase money nor will his title
to the shares be affected by any irregularity or invalidity in the proceedings
relating to such transfer.

SHARES
11. Issuance of Share Certificates; Replacement of Lost Certificates
(a) Share certificates shall be issued under the imprinted securities seal or stamp of
the Company or the Company printed name and shall bear the signatures of any
one Director or the Company ’ s chief executive officer(s) or of any other person or
persons authorised thereto by the Board of Directors. The Board of Directors shall
be entitled to decide that signatures be effected in any mechanical or electronic
form.
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(b) Each Shareholder shall be entitled to receive from the Company, at such
Shareholder ’ s request, one numbered certificate for all the shares of any class
registered in his name, and if reasonably requested by such Shareholder, to receive
several certificates, each for one or more of such shares. No certificate shall be
issued representing shares of more than one class. Where a fee is charged for
certificates, such fee shall not exceed the maximum amount permitted by applicable
law or the Exchange. Where a Shareholder has sold or transferred some of his
shares, he shall be entitled to receive a certificate in respect of his remaining
shares subject to payment of a fee referred to above and provided that the previous
certificate is delivered to the Company before the issuance of a new certificate.
(c) A share certificate registered in the names of two or more persons shall be
delivered to the person first named in the Shareholders Register in respect of such
co-ownership and the Company shall not be obligated to issue more than one
certificate. Delivery of the share certificate or any notices to one joint holder shall
be deemed delivery to all of them.
(d) The Company shall not be bound to register more than four (4) persons as the joint
holders of any share except in the case of executors, trustees or administrators of
the estate of a deceased Shareholder.
(e) If any share certificate shall be defaced, worn out, destroyed, lost or stolen, it may
be renewed on such evidence being produced and a letter of indemnity (if required)
being given by the Shareholder, transferee, person entitled, purchaser, member firm
or member company of the Exchange or on behalf of its or their client or clients as
the Board of Directors shall require, and in case of defacement or wearing out, on
delivery up of the old certificate and in any case, on payment of such sum as the
Board of Directors may determine (having regard to any limitation thereof as may
be prescribed by applicable law or the Exchange) from time to time require.
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(f) In the case of destruction, loss or theft, a Shareholder or person entitled to whom
such renewed certificate is given shall also bear the loss and pay to the Company all
expenses incidental to the investigations by the Company of the evidence of such
destruction or loss.
12. Registered Holders of Shares
(a) Except as otherwise provided in these Articles, the Company shall be entitled
to treat any Shareholder as the holder of legal title to any shares registered in
such Shareholder ’ s name (including a nominee company such as HKSCCN), and,
accordingly, shall not, except as ordered by a court of competent jurisdiction, or
as required by statute, be bound to recognise any equitable or other claim to, or
interest in, such share on the part of any other person.
(b) The Board of Directors may elect to maintain one or more registers of Shareholders
outside of Israel in addition to its principal Shareholders Register, and each such
register shall be deemed a Shareholders Register for purposes of these Articles. The
share registrar maintaining such an additional Shareholders Register on behalf of
the Company shall not be deemed a Shareholder of the Company solely by virtue
thereof, but the individuals or entities appearing as Shareholders therein, including
without limitation, depository agents, shall be deemed Shareholders of the Company
for all intents and purposes.
(c) Notwithstanding the foregoing, any person for whose benefit a Share is registered
with a CCASS participant (or who is himself a CCASS investor participant) and
whose underlying shares are included in the Shareholder Register in the name of
HKSCCN (in these Articles herein, a “ Public Investor ” ) shall have standing to
bring a class action and a derivative lawsuit concerning the Company as if such
person were a Shareholder as defined herein. In addition, such Public Investors
(as identified by the aforementioned definition) shall have the right to receive
information and documents according to Section 184 of the Israeli Companies Law
and the provisions of the second chapter of the fifth part of the Israeli Companies
law shall apply to such Public Investors, mutatis mutandis .
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13. Issuance and Allotment of Shares; Repurchase of Shares
(a) Subject to applicable law, these Articles, any direction that may be given by
the Company in General Meeting and, where applicable, the Listing Rules, the
authorised but unissued shares of the Company from time to time shall be under
the control of the Board of Directors, who shall have the power to issue and allot
shares, offer, grant options or otherwise dispose of shares or other securities of the
Company convertible, exchangeable or exercisable into shares, or other securities
of the Company, to such persons, on such terms and conditions, in such manner and
at such times, as the Board of Directors may think fit, and the power to give to any
person the option or other right to acquire from the Company any shares, either at
par or at a premium, or, subject to the provisions of the Israeli Companies Law and
the Listing Rules, at a discount, during such time and for such consideration (cash,
kind or otherwise) as the Board of Directors may think fit. Neither the Company
nor the Board of Directors shall be obliged, when making or granting any allotment
of, offer of, option over or disposal of shares, to make, or make available, any such
allotment, offer, option or shares to Shareholders or others with registered addresses
in any particular territory or territories being a territory or territories where, in the
absence of a registration statement or other special formalities, this would or might,
in the opinion of the Board of Directors, be unlawful or impracticable. Shareholders
affected as a result of the foregoing sentence shall not be, or be deemed to be, a
separate class of shareholders for any purpose whatsoever.
(b) The authorisation of a new series of shares or class of shares, or the issuance of
such shares, shall not be deemed, for any purpose hereunder, to modify or abrogate
the rights attached to an existing class of shares if the rights attached to the new
class of shares apply in the same manner vis-a-vis all other existing series or classes
of shares.
(c) The Company may at any time and from time to time, subject to the Israeli
Companies Law, applicable law or regulation and the Listing Rules, repurchase
or finance the purchase of any shares or other securities issued by the Company,
in such manner and under such terms as the Board of Directors shall determine,
whether from any one or more Shareholders. Such purchase shall not be deemed as
payment of dividends to the relevant Shareholder and no Shareholder will have the
right to require the Company to purchase his shares or offer to purchase shares from
any other Shareholders.
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14. Payment in Instalments; Calls on Shares
(a) If pursuant to the terms of issuance of any share, all or any portion of the price
thereof shall be payable in instalments, every such instalment shall be paid to the
Company on the due date thereof by the then registered holder(s) of the share or the
person(s) then entitled thereto.
(b) The Board of Directors may, from time to time, make such calls as it may think fit
upon Shareholders in respect of any sum unpaid in respect of shares held by such
Shareholders which is not, by the terms of allotment thereof or otherwise, payable
at a fixed time, and each Shareholder shall pay the amount of every call so made
upon him (and of each instalment thereof if the same is payable in instalments), to
the person(s) and at the time(s) and place(s) designated by the Board of Directors,
as any such time(s) may be thereafter extended and/or such person(s) or place(s)
changed. Unless otherwise stipulated in the resolution of the Board of Directors
(and in the notice hereafter referred to), each payment in response to a call shall be
deemed to constitute a pro rata payment on account of all shares in respect of which
such call was made.
(c) Notice of any call shall be given in writing to the Shareholder(s) in question not
less than fourteen (14) days prior to the time of payment, specifying the time and
place of payment, and designating the person to whom such payment shall be
made, provided, however, that before the time for any such payment, the Board
of Directors may, by notice in writing to such Shareholder(s), revoke such call in
whole or in part, extend such time, or alter such person and/or place. In the event of
a call payable in instalments, only one notice thereof need be given.
(d) If, by the terms of allotment of any share or otherwise, any amount is made payable
at any fixed time, every such amount shall be payable at such time as if it were a
call duly made by the Board of Directors and of which due notice had been given,
and all the provisions herein contained with respect to such calls shall apply to each
such amount.
(e) The joint holders of a share shall be jointly and severally liable to pay all calls in
respect thereof and all interest payable thereon.
(f) Any amount unpaid in respect of a call shall bear interest from the date on which
it is payable until actual payment thereof, at such rate and at such time(s) as the
Board of Directors may prescribe.
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(g) Upon the allotment of shares, the Board of Directors may provide for differences
among the allottees of such shares as to the amount of calls and/or the times of
payment thereof.
(h) A Shareholder shall not be entitled (i) to receive a dividend and (ii) to exercise any
right as a Shareholder, including but not limited to, the right to attend and vote at
a General Meeting of any type and to transfer the shares to another, unless he has
paid all the calls payable from time to time and which apply to any of his shares,
whether he holds same alone or jointly with another.
15. Prepayment
With the approval of the Board of Directors, any Shareholder may pay to the Company
any amount not yet payable in respect of his shares, and the Board of Directors may
approve the payment of interest on any such amount until the same would be payable
if it had not been paid in advance, at such rate and time(s) as may be approved by the
Board of Directors. The Board of Directors may at any time cause the Company to
repay all or any part of the money so advanced, without premium or penalty. Nothing in
this Article 15 shall derogate from the right of the Board of Directors to make any call
before or after receipt by the Company of any such advance.
16. Forfeiture and Surrender
(a) If any Shareholder fails to pay any amount payable in respect of a call, or interest
thereon as provided for herein, on or before the day fixed for payment of the same,
the Company, by resolution of the Board of Directors, may at any time thereafter,
so long as the said amount or interest remains unpaid, forfeit all or any of the shares
in respect of which said call had been made. Any expense incurred by the Company
in attempting to collect any such amount or interest, including, inter alia , attorneys ’
fees and costs of suit, shall be added to, and shall, for all purposes (including the
accrual of interest thereon), constitute a part of the amount payable to the Company
in respect of such call.
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(b) Upon the adoption of a resolution of forfeiture, the Board of Directors shall cause
notice thereof to be given to such Shareholder, which notice shall state that, in the
event of the failure to pay the entire amount so payable within a period stipulated
in the notice (which period shall not be less than fourteen (14) days and which may
be extended by the Board of Directors), such shares shall be ipso facto forfeited,
provided, however, that, prior to the expiration of such period, the Board of
Directors may nullify such resolution of forfeiture, but no such nullification shall
estop the Board of Directors from adopting a further resolution of forfeiture in
respect of the non-payment of the same amount.
(c) Without derogating from the provisions of Articles 55 and 60, whenever shares are
forfeited as herein provided, all dividends theretofore declared in respect thereof
and not actually paid shall be deemed to have been forfeited at the same time.
(d) The Company, by resolution of the Board of Directors, may accept the voluntary
surrender of any share.
(e) Any share forfeited or surrendered as provided herein shall become the property of
the Company as a dormant (treasury) share, and the same, subject to the provisions
of these Articles, may be sold, re-allotted or otherwise disposed of in accordance
with Listing Rules and all applicable laws.
(f) Any Shareholder whose shares have been forfeited or surrendered shall cease
to be a Shareholder in respect of the forfeited or surrendered shares, but shall,
notwithstanding, be liable to pay, and shall forthwith pay, to the Company, all
calls, interest and expenses owing upon or in respect of such shares at the time of
forfeiture or surrender, together with interest thereon from the time of forfeiture or
surrender until actual payment, at the rate prescribed in Article 14(f) above, and
the Board of Directors, in its discretion, may enforce the payment of such moneys,
or any part thereof, but shall not be under any obligation to do so. In the event of
such forfeiture or surrender, the Company, by resolution of the Board of Directors,
may accelerate the date(s) of payment of any or all amounts then owing by the
Shareholder in question (but not yet due) in respect of all shares owned by such
Shareholder, solely or jointly with another.
(g) The Board of Directors may at any time, before any share so forfeited or
surrendered shall have been sold, re-allotted or otherwise disposed of, nullify the
forfeiture or surrender on such conditions as it thinks fit, but no such nullification
shall estop the Board of Directors from re-exercising its powers of forfeiture
pursuant to this Article 16.
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17. Lien
(a) Except to the extent the same may be waived or subordinated in writing, the
Company shall have a first and paramount lien upon shares (not being fully paid
shares) and dividends from time to time declared in respect of such shares which
lien shall be restricted to unpaid calls and instalments or any other amount of debt,
liability or engagement which is due upon the specific shares in respect of which
such monies are due and unpaid, and to such amounts as the Company may be
called upon by law to pay in respect of the shares of the Shareholder or deceased
Shareholder. Unless otherwise provided, the registration by the Company of a
transfer of shares shall be deemed to be a waiver on the part of the Company of the
lien (if any) existing on such shares immediately prior to such transfer.
(b) The Board of Directors may cause the Company to sell any shares subject to such
lien when any such debt, liability or engagement has matured, in such manner as
the Board of Directors may think fit, but no such sale shall be made unless such
debt, liability or engagement has not been satisfied within fourteen (14) days after
written notice of the intention to sell shall have been served on such Shareholder,
his executors or administrators.
(c) The net proceeds of any such sale, after payment of the costs and expenses thereof,
shall be applied in or toward satisfaction of the debts, liabilities or engagements of
such Shareholder (whether or not the same have matured), or any specific part of
the same (as the Company may determine), and the residue (if any) shall be paid to
the Shareholder, his executors, administrators, assignees or as he directs.
(d) An affidavit signed by the Chairman of the Board of Directors that a particular
share of the Company was forfeited, waived or sold by the Company by virtue of
a lien, shall serve as conclusive evidence of the facts contained therein as against
any person claiming a right in the share. The purchaser of a share who relies on
such affidavit shall not be obligated to investigate whether the sale, re-allotment
or transfer, or the amount of consideration and the manner of application of the
proceeds of the sale, were lawfully effected, and after his name has been registered
in the Register he shall have a full right of title to the share and such right shall
not be adversely affected by a defect or invalidity which occurred in the forfeiture,
waiver, sale, re-allotment or transfer of the share.
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18. Sale after Forfeiture or Surrender or in Enforcement of Lien
Upon any sale of shares after forfeiture or surrender or for enforcing a lien, the Board
of Directors may appoint some person to execute an instrument of transfer of the shares
so sold and cause the purchaser ’ s name to be entered in the Register of Shareholders in
respect of such shares, and the purchaser shall not be bound to see to the regularity of
the proceedings, or to the application of the proceeds of such sale, and after his name
has been entered in the Register of Shareholders in respect of such shares, the validity of
the sale shall not be impeached by any person, and the remedy of any person aggrieved
by the sale shall be in damages only and against the Company exclusively.
19. Authority to pay Underwriters ’ Fees and Commissions
Subject to the provisions of the Israeli Companies Law and the Listing Rules, the
Company is entitled to pay commissions or fees (including underwriting fees) to any
person, in consideration for underwriting services, or the marketing or distribution of
securities of the Company, whether reserved or unreserved, as determined by the Board
of Directors. Payments, as stated in this Article 19, may be paid in cash, Shares or in
other securities of the Company, or any combination thereof.
20. Redeemable Shares
(a) The Company may, subject to applicable law and the Listing Rules, issue
redeemable shares and redeem the same, upon terms and conditions to be set forth
in a written agreement between the Company and the holder of such shares or in
their terms of issuance.
(b) Where the Company purchases for redemption a redeemable share, purchases not
made through the market or by tender shall be limited to a maximum price as
may from time to time be determined by the Company in General Meeting, either
generally or with regard to specific purchases. If purchases are by tender, tenders
shall be available to all holders alike.
21. Issuance of Bonds
The Board of Directors may decide on the issuance of a series of bonds or debentures or
other debt securities within the framework of its authority to take a loan on behalf of the
Company and within the limits of the same authority.

– 71 –

TRANSFER OF SHARES IN THE SHAREHOLDERS REGISTER
22. Effectiveness and Registration
(a) No transfer of Shares shall be registered in the Shareholders Register unless a
proper instrument of transfer signed by the transferor and transferee (in the usual
or common form or in a form prescribed by the Exchange or in any other form
approved by the Board of Directors) has been submitted to the Company or its
agent, together with any share certificate(s) and such other evidence of title as the
Board of Directors may reasonably require; provided however, that the Board of
Directors may approve other methods of recognising the transfer of Shares, taking
into account the manner of trading of the Shares. Until the time the transferee has
been registered in the Shareholders Register in respect of the shares so transferred,
the Company may continue to regard the transferor as the owner thereof. The Board
of Directors, may, from time to time, prescribe a fee for the registration of a transfer
which shall not exceed the maximum amount permitted by applicable law or the
Exchange. Shares of different classes shall not be comprised in the same instrument
of transfer. The Company shall accept for registration transfers, an instrument of
transfer in the form approved by the Exchange signed by Transferee and Transferor.
Furthermore, the transfer of Shares by a Shareholder shall also be recorded if: (i)
a court order for the amendment of the Shareholders Register shall be delivered to
the Company; or (ii) it shall be proved to the Company that lawful conditions apply
with respect to the transfer of a right in the Shares registered in the Shareholders
Register. The instrument of transfer of any Shares shall be signed by or on behalf of
both the transferor and the transferee, provided always that an instrument of transfer
in respect of which the transferor or the transferee is clearing house or its nominee
may be signed by hand or by machine imprinted signature or by such other manner
of execution as the Board of Directors may approve from time to time.
(b) The effectiveness of a transfer of fully paid up Shares shall not require the prior
approval of the Board of Directors. The transfer of a fraction of a Share shall lack
validity.
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(c) Subject to these Articles, there shall be no restriction on the transfer of fully paid
up Shares except where required by law (including, for the avoidance of doubt,
Section 369 of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong)) or by the Listing Rules but the Board of Directors may
in its discretion and without giving any reason therefor decline to register any
transfer of shares upon which the Company has a lien and in the case of shares not
fully paid up may refuse to register a transfer to a transferee of whom the Board of
Directors does not approve and may refuse to register any transfer of Shares from
the transferor to the transferee which transfer is in violation of these Articles. The
Board of Directors may also, without prejudice to the generality of the foregoing,
refuse to register a transfer of any share to more than four (4) joint holders. If the
Board of Directors shall decline to register any such transfer of shares, it shall give
to both the transferor and the transferee written notice of its refusal to register as
required by the Listing Rules. Instruments or deeds of transfer shall remain with the
Company, but any transfer instrument or deed which the Board of Directors refused
to register shall be returned to the transferor upon demand.
(d) The Board of Directors may, in its discretion to the extent it deems necessary,
close the Shareholders Register for registration of transfers of shares for a
period determined by the Board of Directors, and no registrations of transfers of
shares shall be made by the Company during any such period during which the
Shareholders Register is so closed.
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TRANSMISSION OF SHARES
23. Descendants ’ Shares
(a) In case of a Share registered in the names of two or more holders, the Company may
recognise the survivor(s) as the sole owner(s) thereof unless and until the provisions of
Article 23(b) have been effectively invoked.
(b) Any person becoming entitled to a share in consequence of the death of any person, upon
producing evidence of the grant of probate or letters of administration or declaration
of succession, or such other evidence as the Board of Directors may reasonably deem
sufficient (or to an officer of the Company to be designated by the Chief Executive
Officer) that he sustains the character in respect of which he proposes to act under this
Article 23 or of his title, shall be registered as a Shareholder in respect of such share, or
may, subject to the provisions as to transfer herein contained, transfer such share.
24. Receivers and Liquidators
(a) The Company may recognise any receiver, liquidator or similar official appointed to
wind-up, dissolve or otherwise liquidate a corporate Shareholder, and a trustee, manager,
receiver, liquidator or similar official appointed in bankruptcy or in connection with the
reorganisation of, or similar proceeding with respect to a Shareholder or its properties,
as being entitled to the shares registered in the name of such Shareholder.
(b) Such receiver, liquidator or similar official appointed to wind-up, dissolve or otherwise
liquidate a corporate Shareholder and such trustee, manager, receiver, liquidator or
similar official appointed in bankruptcy or in connection with the reorganisation of,
or similar proceedings with respect to a Shareholder or its properties, upon producing
such evidence as the Board of Directors (or an officer of the Company to be designated
by the Chief Executive Officer) may deem sufficient as to his authority to act in such
capacity or under this Article 24, shall with the consent of the Board of Directors (which
the Board of Directors may grant or refuse in its absolute discretion), be registered as
a shareholder in respect of such shares, or may, subject to the regulations as to transfer
herein contained, transfer such shares.
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GENERAL MEETINGS
25. Annual General Meeting
(a) An Annual General Meeting shall be held once in every calendar year at such time
(within a period of not more than fifteen (15) months after the last preceding Annual
General Meeting) provided that the interval between the close of a financial year of the
Company and the Company ’ s Annual General Meeting shall not exceed six (6) months
(or such shorter period as may be prescribed by the Listing Rules).
(b) An Annual General Meeting shall be held in Hong Kong for as long as the Shares are
listed on the Exchange, unless otherwise permitted by applicable law and the Listing
Rules. The Annual General Meeting shall deliberate over the matters required by the
Israeli Companies Law or other applicable law or the Listing Rules to be deliberated
upon at an annual general meeting or such other matters as shall be determined by the
Board of Directors. These General Meetings shall be referred to as “ Annual General
Meetings ” .
26. Extraordinary General Meetings
(a) A l l G e n e r a l M e e t i n g s o t h e r t h a n A n n u a l G e n e r a l M e e t i n g s s h a l l b e c a l l e d
“ Extraordinary General Meetings ” .
(b) The Board of Directors may, whenever it thinks fit, convene an Extraordinary General
Meeting in Hong Kong or elsewhere, if permitted under applicable law or the Listing
Rules, and at such time as may be determined by the Board of Directors, and shall be
obligated to do so upon a requisition in writing in accordance with Sections 63(b)(1) or
(2) and 63(c) of the Israeli Companies Law.
(c) For the avoidance of doubt, where the Israeli Companies Law refers to the right of a
Shareholder to convene an Extraordinary General Meeting, such provisions will apply
to any Public Investor, as if such person were a Shareholder as defined herein, mutatis

mutandis .
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27. Shareholder Proposal Request
(a) A Shareholder (including two or more Shareholders that are acting in concert) holding
one percent (1%) or more of the outstanding voting rights in the Company (a “Proposing
Shareholder ” ) may request, subject to Section 66(b) of the Israeli Companies Law and
the regulations promulgated thereunder, that the Board of Directors include a proposal
on the agenda of a General Meeting to be held in the future, provided that the Proposing
Shareholder gives timely notice of such request in writing (a “ Proposal Request ” ) to
the Company and the Proposal Request complies with all the requirements of these
Articles and applicable law and the Listing Rules. To be considered timely, a Proposal
Request must be delivered, either in person or by certified mail, postage prepaid, and
received at the principal executive office of the Company, by the applicable deadline
under the Israeli Companies Law as amended from time to time, being as at the date on
which these Articles entered into force: no later than seven (7) days from the notice of a
General Meeting whose agenda includes items that require a 35 day prior notice, and no
later than three (3) days from the notice of any other General Meeting.
(b) In addition to any information required to be included in accordance with applicable law
and the Listing Rules, the Proposal Request must include the following:
(i)

the name, address, telephone number, fax number and email address of the
Proposing Shareholder (or each member of the group constituting the Proposing
Shareholder, as the case may be) and, if an entity, the name(s) of the person(s) that
controls or manages such entity;

(ii) the number of Shares held by the Proposing Shareholder, directly or indirectly (and,
if any of such Shares are held indirectly, an explanation of how they are held and
by whom), which shall be in such number no less than as is required to qualify as
a Proposing Shareholder, accompanied by evidence satisfactory to the Company of
the record holding of such Shares by the Proposing Shareholder as of the date of the
Proposal Request, and a representation that the Proposing Shareholder intends to
appear in person or by proxy at the meeting;
(iii) the matter requested to be included on the agenda of a General Meeting, all
information related to such matter, the reason that such matter is proposed to be
brought before the General Meeting, the complete text of the resolution that the
Proposing Shareholder proposes to be voted upon at the General Meeting and,
if the Proposing Shareholder wishes to have a position statement in support of
the Proposal Request, a copy of such position statement that complies with the
requirement of any applicable law (if any);
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(iv) a description of all arrangements or understandings between the Proposing
Shareholder and any other persons (naming such person) in connection with the
matter that is requested to be included on the agenda and a declaration signed by the
Proposing Shareholder of whether the Proposing Shareholder has a personal interest
in the matter and, if so, a description in reasonable detail of such personal interest;
and
(v) a declaration that all of the information that is required under the Israeli Companies
Law and any other applicable law and the Listing Rules to be provided to the
Company in connection with such matter, if any, has been provided to the Company.
The Board of Directors, may, in its discretion, to the extent it deems necessary, request
that the Proposing Shareholder provide additional information necessary so as to include
a matter on the agenda of a General Meeting, as the Board of Directors may reasonably
require.
(c) The Company shall be entitled to publish information provided by a Proposing
Shareholder pursuant to this Article 27, and the Proposing Shareholder shall be
responsible for the accuracy and completeness thereof.
(d) The information required pursuant to this Article shall be updated as of (i) the record
date of the General Meeting, (ii) five business days before the General Meeting, and (iii)
as of the General Meeting, and any adjournment or postponement thereof.
(e) The provisions of this Article 27 will apply to any Public Investor as if such person
were a Shareholder as defined herein, mutatis mutandis.
28. Notice of General Meetings
(a) Subject to the provisions of the Israeli Companies Law and the Listing Rules, the
Company shall publish notice of a General Meeting at least twenty one (21) days prior
to a General Meeting, and if the agenda of the meeting includes the following matters:
(i)

appointment and dismissal of directors;

(ii) approval of extraordinary transactions for which the Company requires approval
of the General Meeting (such as acts of company officers which raise concerns of
concerns of fiduciary duty;
(iii) approval of a merger;
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(iv) authorising the chairman of the board or his/her relative to act as CEO or to
exercise the powers of the CEO, and authorising the CEO or his/her relative to act
as chairman of the board or to exercise the chairman ’ s powers;
(v) any other matter for which these Articles determine the Shareholders may vote by
voting deed;
(vi) approval of the Company ’ s executive remuneration policy;
(vii) any settlement or other arrangement between the Company and its shareholders or
creditors;
(viii) approval of terms of engagement with a public company officer (other than a
director) which are not in accordance with the remuneration policy, and approval of
CEO remuneration (even in accordance with the remuneration policy;
(ix) any transaction outside the ordinary course of business, with a controlling
shareholder or any entity related thereto, or the renewal or such transaction after
three (3) years;
(x) terms of engagement with a director, whether in his/her capacity as director or in
another capacity, in accordance with the remuneration policy; and
(xi) any other matter as required by applicable law,
then notice must be provided at least thirty five (35) days prior to the meeting. The
notice of a General Meeting shall set forth the place where the meeting will take place,
day and hour of the meeting, the agenda of the meeting and shall contain such other
information as required by the Israeli Companies Law, any other applicable law and
the Listing Rules. Any notice of a meeting called to consider special business shall be
accompanied by a statement regarding the effect of any proposed resolutions in respect
of such businesses.
(b) The Company shall not be required to deliver personal notices of a General Meeting
or of any adjournment thereof to any Shareholder, unless otherwise required under
applicable law or the Listing Rules. In addition, for as long as the Shares are listed on
the Exchange, at least twenty-one (21) days ’ notice of any Annual General Meeting and
at least fourteen (14) days ’ notice of any Extraordinary General Meeting shall be given
in accordance with the requirements of the Listing Rules.
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(c) Subject to the provisions of applicable law, the accidental omission to give notice of
a meeting to any Shareholder or the non-receipt of notice by one of the Shareholders
shall not invalidate the proceedings at any meeting or any resolutions adopted by such
meeting. No Shareholder present, in person or by proxy, at any time during a General
Meeting shall be entitled to seek the cancellation or invalidation of any proceedings or
resolutions adopted at such General Meeting on account of any defect in the notice of
such meeting relating to the time or the place thereof, or any item acted upon at such
meeting.
29. Record Date for General Meetings
The Shareholders entitled to receive notice of, to participate in and to vote at a General
Meeting, or to express consent to or dissent from any corporate action in writing, shall
be the Shareholders on the date set in the resolution of the Board of Directors to convene
the General Meeting, provided that, such date shall not be earlier than forty (40) days
prior to the date of the General Meeting and not later than four (4) days prior to the date
of such General Meeting, or different periods as shall be permitted by applicable law and
the Listing Rules. A determination of Shareholders of record with respect to a General
Meeting shall apply to any adjournment of such meeting; provided, however, that the
Board of Directors may fix a new record date for the adjourned meeting.
PROCEEDINGS AT GENERAL MEETINGS
30. Quorum
(a) No business shall be transacted at a General Meeting, or at any adjournment thereof,
unless the requisite quorum is present when the meeting proceeds to business. Two
or more Shareholders, present in person or by proxy and holding in the aggregate
25 percent (25%) or more of the Company ’ s issued and paid-up share capital (i.e.,
representing 25% or more of the voting rights in the Company) shall constitute a quorum
at General Meetings. A proxy may be deemed to be two (2) or more Shareholders
pursuant to the number of Shareholders represented by the proxy holder.
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(b) If within an hour from the time appointed for the meeting a quorum is not present, the
meeting, shall stand adjourned to the same day in the next week, at the same time and
place, or to such later date and at such time and place as the Board of Directors may
determine. No business shall be transacted at any adjourned meeting except business
which might lawfully have been transacted at the meeting as originally called. Should
no legal quorum be present at such reconvened meeting within a half hour following the
time set for such meeting, the meeting will take place with one or more Shareholders
present in person or by proxy, unless the meeting was called pursuant to a requisition by
Shareholders in accordance with the Israeli Companies Law, in which case the quorum
required is the number of Shareholders (present in person or by proxy) holding the
number of shares required for making such requisition to call the meeting.
31. Chair(s) at General Meeting
The chair(s) of the Board of Directors, if any, or any other Director or Office Holder of
the Company, who may be designated for this purpose by the Board of Directors, shall
preside as chair at every General Meeting of the Company. If there is no such chair, or if
at any meeting such chair is not present within fifteen (15) minutes after the time fixed
for holding the meeting or is unwilling to act as chair of the meeting, the Shareholders
present shall choose someone of their number to chair such meeting. The chair of the
General Meeting (by virtue of such office) shall not be entitled to vote at any General
Meeting nor shall he be entitled to a second or casting vote by virtue of being chair of
the General Meeting, without derogating, however, from the rights of such chair(s) to
vote as a Shareholder or proxy of a Shareholder if, in fact, he is also a Shareholder or
such proxy.
32. Adoption of Resolutions at General Meetings; Voting Power
(a) All resolutions submitted to the Shareholders shall be deemed adopted if approved by
a Simple Majority unless required otherwise by these Articles (including in particular
Articles 32(h) and 32(i)) or any applicable law or the Listing Rules. In the event of a
tie vote, the proposed resolution shall be rejected.
(b) Subject to the provisions of applicable law, if the approval of the General Meeting to
a “ merger ” (as defined in the Israeli Companies Law) is required by law, the “ merger ”
shall be subject to an approval by a Simple Majority at a General Meeting or at a class
meeting, if any, as the case may be (other than as required by Section 320(c) of the
Israeli Companies Law).
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(c) Every resolution submitted to a General Meeting shall be decided by a poll (i.e., count
of votes). On a poll, votes may be given either personally or by proxy.
(d) Subject to any provision hereof conferring special rights as to voting, or restricting the
right to vote, every Shareholder shall have one (1) vote for each share held by such
Shareholder, on every resolution.
(e) A declaration by the chair of the General Meeting that a resolution has been carried
unanimously, or carried by a particular majority, or has been rejected, and an entry to
that effect in the minute book of the Company, shall be prima facie evidence of the
fact without proof of the number or proportion of the votes recorded in favour of or
against such resolution. The result of the poll shall be deemed to be the resolution of the
General Meeting. The Company shall only be required to disclose the voting figures on
a poll if such disclosure is required by the Israeli Companies Law or the Listing Rules.
(f) On matters for which the Israeli Companies Law requires that all votes must be cast
in conjunction with a declaration of the presence or absence of personal interest and
prescribes a particular threshold other than a Simple Majority, the resolution shall be
passed if approved in accordance with the requirements of Israeli Companies Law.
The need to disclose the presence or absence of personal interest shall be required for
resolutions in the shareholders meeting on the following matters:
(i)

appointment and dismissal of external directors;

(ii) approval of the executive remuneration policy;
(iii) approval for the CEO to act as chairman of the board of directors, or vice versa;
(iv) approval of terms of engagement with a public company officer other than a director
which are not in accordance with the remuneration policy;
(v) approval of terms of engagement with a director, whether in his/her capacity as
director or in another capacity;
(vi) approval of terms of engagement with the CEO unless the remuneration committee
waives the shareholders ’ approval in accordance with the Israeli Companies Law;
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(vii) any transaction: (a) outside the ordinary course of business, (b) not on market
conditions, or (c) that may have a substantial effect on the company ’ s profitability,
property or obligations ( “ Extraordinary Transaction ” ), with a controlling
shareholder or any entity related thereto or any Extraordinary Transaction with
other person in which the controlling shareholder has personal interest in, or the
renewal of such transaction after 3 years;
(viii) approval of terms of engagement of the controlling shareholder, or the renewal of
such transaction after 3 years;
(ix) approval of substantive private placement (as defined in the Israel Companies Law),
if applicable to the Company;
(x) amendment to the Articles of a public company, in which the controlling
shareholders is also an officer, to include provisions for indemnification exemption
or insurance for company officers; and
(xi) such other matter as may be required under Israeli Law (including any amendment
to the above mentioned matters).
(g) The Company shall state clearly in the relevant announcement, notice of meeting and
proxy form if shareholders have to declare to the Company whether they have a personal
interest on the matter and votes which are not accompanied by the personal interest
declaration will be ignored and will not be counted. For shares held in CCASS, it is the
Public Investor, not HKSCCN and CCASS participants (who are not CCASS investor
participant), to make personal interest declaration.
(h) The approval of a Special Resolution shall be required for resolutions on the following
matters (including any amendment to the below mentioned matters):
(i)

any amendments to these Articles;

(ii) any variation to the rights attached to any class of shares;
(iii) winding up of the Company; and
(iv) any other matter which will be required in the future under Israeli Law.
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(i)

Without derogating from Article 32(f), in respect of any resolution approving a
transaction for which the Listing Rules requires a Shareholder with a material interest in
that transaction to abstain from voting, such resolution shall be approved subject to the
following conditions:
(i)

the Company shall appoint its compliance adviser or another independent financial
or legal adviser to review the votes counted by the share registrar and they confirm
that the resolution would have been successfully passed if the votes cast had
excluded the votes of Shareholders that would be required to abstain from voting
under the Listing Rules;

(ii) the transaction agreement will contain a condition precedent that the Company
obtains the confirmation described in paragraph (i) above; and
(iii) the Company will conduct the transaction only if the condition precedent is
satisfied.
33. Power to Adjourn
(a) A General Meeting, the consideration of any matter on its agenda or the resolution on
any matter on its agenda, may be postponed or adjourned, from time to time and from
place to place: (i) by the chair of a General Meeting at which a quorum is present (and
he shall if so directed by the meeting, with the consent of the holders of a majority
of the voting power represented in person or by proxy and voting on the question of
adjournment), but no business shall be transacted at any such adjourned meeting except
business which might lawfully have been transacted at the meeting as originally called,
or a matter on its agenda with respect to which no resolution was adopted at the meeting
originally called; or (ii) by the Board of Directors (whether prior to or at the General
Meeting).
(b) It shall not be necessary to give any notice of an adjournment, whether pursuant to
Article 30(b) or Article 33(a), unless the meeting is adjourned for thirty (30) days
or more, in which event notice thereof shall be given in the manner required for the
meeting as originally called.
34. Voting Rights
(a) No Shareholder shall be entitled to be present and to vote at any General Meeting (or be
counted as a part of the quorum thereat), unless all calls then payable by him in respect
of his Shares in the Company have been paid.
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(b) Subject to the terms of applicable law and the Listing Rules, the right of a Shareholder
to vote at any General Meeting (or be counted as a part of the quorum thereat), shall
be subject to regulations and procedures with regard to proof of title to the shares
prescribed by the Board of Directors and applicable law.
(c) A company or other corporate body being a Shareholder may, by resolution of
its directors or any other managing body thereof, authorise any person to be its
representative at any meeting of the Company. Any person so authorised shall be
entitled to exercise on behalf of such Shareholder all the power which the latter could
have exercised if it were an individual Shareholder. Upon the request of the chair of the
meeting, written evidence of such authorisation (in form acceptable to the chair of the
meeting) shall be delivered to him.
(d) Any Shareholder entitled to vote may vote either personally or by proxy (who need not
be a Shareholder), or, if the Shareholder is a company or other corporate body, by a
representative authorised pursuant to Article 34(c). A proxy can be appointed by more
than one Shareholder, and he can vote in different ways on behalf of each principal.
(e) In the case of joint holders of any shares, any one of such persons may vote, but if more
than one of such persons is present at a meeting, the person whose name stands first on
the Shareholders Register shall alone be entitled to vote.
(f) Legally incompetent persons shall only be allowed to vote through their legal guardian,
and any such guardian may vote as a proxy or in such manner as the court directs.
(g) Notwithstanding the above, any Shareholder who is a Shareholder due to its capacity
as a CCASS participant or as HKSCCN acting for the benefit of one or more Public
Investors, must: (1) grant the Public Investors holding shares through them, a power of
attorney/proxy letter, appoint them as corporate representative, or otherwise enable them
to participate and vote directly in any General Meeting or (2) (a) vote in any General
Meeting in accordance with the instructions provided to it by the Public Investors and
(b) include the presence or absence of personal interest of the Public Investors when
obligated to declare a presence or absence of their own personal interest in voting. In
such case, the Public Investors ’ instructions shall be provided in writing (in physical
or electronic format); cannot to be changed; will be clear and non-ambiguous which
leaves no discretion to the CCASS participant and/or HKSCCN; and will refer to the
resolutions included in the notice of the General Meeting.
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PROXIES
35. Instrument of Appointment
(a) The instrument appointing a proxy shall be in writing and shall be substantially in the
following form:
I

of

(Name of Proxy)

(Address of Proxy)

Being a shareholder of Sisram Medical Ltd hereby appoint
of
(Name of Proxy)

(Address of Proxy)

as my proxy to vote for me in my name and on my behalf in respect of
(number of shares) Ordinary Shares which are held by me, at the General Meeting of the
Company to be held on
Signed this

day of

day of

, 20

and at any adjournment(s) thereof.

, 20
(Signature of Appointer)

or in any usual or common form or in such other form as may be approved by the Board
of Directors (provided that this shall not preclude the use of a two-way form) or required
by applicable law or the Listing Rules, including an instrument effected through the
Internet or any other electronic medium. It shall be duly signed by the appointer or his
duly authorised attorney under hand or, if such appointer is a company or other corporate
body, under its common seal or stamp or the hand of its duly authorised signatory(ies),
agent(s) or attorney(s). The Board of Directors may require that the Company be
provided with written confirmation, to its satisfaction, that the signatory(ies), agent(s) or
attorney(s) have the authority to bind the corporate body of the appointing Shareholder.
A document appointing a proxy shall be valid for every adjourned meeting of the
meeting to which the instrument relates.
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(b) The instrument appointing a proxy (and the power of attorney or other authority, if
any, under which such instrument has been signed) shall be delivered to the Company
(at its Registered Office, or at its principal place of business or at the offices of its
registrar and/or transfer agent or by e-mail to the address of the Company, by e-mail
to the address of its registrar and/or transfer agent, or at such place and by such means
of communication as the Board of Directors may specify) not less than forty eight (48)
hours before the time fixed for the meeting at which the person named in the instrument
proposes to vote, unless otherwise specified by the Board of Directors or the chair of
the General Meeting or required by applicable law or the Listing Rules. Notwithstanding
the above, the chair of the meeting shall have the right to waive the time requirement
provided above with respect to all instruments of proxies and to accept any and all
instruments of proxy until the beginning of a General Meeting. In the event of electronic
voting if such is permitted by the Board of Directors, the Board of Directors shall
determine the time-frame for such voting, subject to applicable law and the Listing
Rules. Delivery of an instrument appointing a proxy shall not preclude a Shareholder
from attending and voting in person at the General Meeting convened and in such event,
the instrument appointing a proxy shall be deemed to be revoked.
(c) Any Shareholder who holds more than one share shall be entitled to appoint a proxy
with respect to all or some of its shares or appoint more than one proxy, provided that
the instrument appointing a proxy shall include the number and class of shares with
respect to which it was issued and only one proxy shall be appointed with respect to any
one share.
(d) Without derogating from Article 34(g)(1), where the shareholder and/or warrantholder
is a recognised clearing house (within the meaning of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong)) or its nominee(s), it may authorise
such person or persons as it thinks fit to act as its representative(s) or proxy(ies) at any
shareholders ’ meeting or any meeting of any class of shareholders and/or warrantholders
provided that, if more than one person is so authorised, the authorisation or proxy form
must specify the number and class of shares and/or warrants in respect of which each
such person is so authorised. The person so authorised will be entitled to exercise the
same power on behalf of the recognised clearing house as that clearing house or its
nominee(s) could exercise as if it were an individual shareholder and/or warrantholder of
the Company.
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36. Effect of Death of Appointor or Revocation of Appointment
A vote cast pursuant to an instrument appointing a proxy shall be valid notwithstanding
the previous death, bankruptcy, liquidation or winding-up of the appointing Shareholder
(or of his attorney-in-fact, if any, who signed such instrument), or the revocation of the
appointment or the transfer of the share in respect of which the vote is cast, provided
no written intimation of such death, bankruptcy, liquidation, winding-up, revocation
or transfer shall have been received by the Company or by the chair of the meeting
before such vote is cast and provided, further, that the appointing Shareholder, if present
in person at said meeting, may revoke the appointment by means of a writing, oral
notification to the chair of the meeting, or otherwise; all of the above, unless otherwise
specified by the Board of Directors or required by applicable law.
BOARD OF DIRECTORS
37. Powers of Board of Directors
(a) In General
The Board of Directors is responsible for the stewardship of the Company. The Board
of Directors may exercise all powers and may take all actions that are not specifically
granted by law or by these Articles to another organ of the Company. Without
derogating from the generality of the foregoing, the Board of Directors shall determine
the Company ’ s policies, supervise the activities of the chief executive officer(s) of the
Company, and take such other actions as are described in these Articles, Section 92
of the Israeli Companies Law or any other applicable law. The authorities conferred
on the Board of Directors by this Article 37 shall be subject to the provisions of the
Israeli Companies Law, these Articles and any regulation or resolution consistent with
the Israeli Companies Law and these Articles adopted from time to time by a General
Meeting, provided, however, that no such resolution shall invalidate any prior act done
by or pursuant to a decision of the Board of Directors which would have been valid if
such regulation or resolution had not been adopted.
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(b) Borrowing Power
The Board of Directors may from time to time, in its discretion, cause the Company
to borrow or secure the payment of any sum or sums of money for the purposes of the
Company, and may secure or provide for the repayment of such sum or sums in such
manner, at such times and upon such terms and conditions in all respects as it thinks
fit, and, in particular, by the issuance of bonds, perpetual or redeemable debentures,
debenture stock, or any mortgages, charges, liens or other security interests of any kind
on the undertaking or the whole or any part of the property of the Company, both present
and future, including its uncalled or called but unpaid capital for the time being. The
Company may, from time to time, by resolution of the Board of Directors, borrow funds
or guarantee and/or provide securities for the payment of any sum by the Company or
any third party.
(c) Reserves
The Board of Directors may, from time to time, set aside any amount(s) out of the profits
of the Company as a reserve or reserves for any purpose(s) which the Board of Directors,
in its absolute discretion, shall think fit or deem advisable, and may invest any sum so
set aside in any manner and from time to time deal with and vary such investments, and
dispose of all or any part thereof, and employ any such reserve or any part thereof in
the business of the Company without being bound to keep the same separate from other
assets of the Company, and may subdivide or redesignate any reserve or cancel the same
or apply the funds therein for another purpose, all as the Board of Directors may from
time to time think fit or shall deem to be beneficial to the interests of the Company.
38. Exercise of Powers of Directors
(a) A meeting of the Board of Directors at which a quorum is present (in person, by means
of a conference call or any other device or means of communication allowing each
Director participating in such meeting to hear all the other Directors participating in
such meeting) shall be competent to exercise all the authorities, powers and discretions
vested in or exercisable by the Board of Directors. In the case of a resolution passed by
way of a telephone call, video conference or any such other means of communication,
a copy of the text of the resolution shall be sent, as soon as possible thereafter, to the
Directors.
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(b) A resolution proposed at any meeting of the Board of Directors shall be deemed adopted
if approved by a simple majority of the Directors present when such resolution is put
to a vote and voting thereon (excluding abstentions). All Directors shall have the same
voting rights whereby each Director shall have one (1) vote. The chair(s) of the Board of
Directors will have an additional or casting vote, in the case of a tie.
(c) A resolution in writing, without convening an actual meeting of the Board of Directors,
signed by all Directors then in office (in one or more counterparts) (including, the
chair(s) of the Board of Directors) and lawfully entitled to vote thereon (as conclusively
determined by the chair of the Audit Committee “Va ’adat Bikoret ” , and in the absence
of such determination – by the chair of the Board of Directors) or to which all such
Directors have given their consent (by letter, telegram, telex, facsimile, e-mail or
otherwise), or their oral consent by telephone (provided that a written summary thereof
has been approved and signed by the chair of the Board of Directors), shall be deemed
to have been unanimously adopted by a meeting of the Board of Directors duly convened
and held. The Board of Directors may adopt resolutions, without convening a meeting of
the Board of Directors, in any other manner permitted by the Israeli Companies Law.
39. Delegation of Powers
(a) The Board of Directors may, subject to the provisions and limitations of the Israeli
Companies Law, delegate any or all of its powers to committees, each consisting of one
or more persons (all of whose members must be Directors), and it may from time to time
revoke such delegation or alter the composition of any such committee. Any committee
so formed (in these Articles referred to as a “ Committee of the Board of Directors ” ),
shall, in the exercise of the powers so delegated, conform to any regulations imposed
on it by the Board of Directors. The meetings and proceedings of any such Committee
of the Board of Directors shall, mutatis mutandis , be governed by the provisions
herein contained for regulating the meetings of the Board of Directors, so far as not
superseded by any regulations adopted by the Board of Directors or by provisions of
the Israeli Companies Law. The chair of a Committee of the Board of Directors shall
not have an additional or casting vote. Unless otherwise expressly provided by the
Board of Directors, in delegating powers to a Committee of the Board of Directors, such
Committee shall not be empowered to further delegate such powers. A person who is not
a Director shall not serve on a Committee of the Board of Directors to which the Board
of Directors has delegated authorities. Persons who are not members of the Board of
Directors may serve on a Committee of the Board of Directors whose function is merely
to advise or submit recommendations to the Board of Directors.
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(b) Subject to the Israeli Companies Law, the Board of Directors shall determine, in the
conditions of empowerment of a committee, whether specific authorities of the Board
of Directors shall be delegated to the Committee of the Board of Directors, in such
manner that the decision of the Committee of the Board of Directors shall be considered
tantamount to a decision of the Board of Directors, or whether the decision of the
Committee of the Board of Directors shall merely constitute a recommendation, subject
to the authorisation of the Board of Directors.
(c) Subject to the provisions of the Israeli Companies Law and except as otherwise
prescribed by the Board of Directors, any resolution by a Committee of the Board of
Directors within its authority shall be binding as if it were adopted by the Board of
Directors.
(d) Without derogating from the provisions of Article 52, the Board of Directors may,
subject to the provisions of the Israeli Companies Law, from time to time appoint a
Secretary to the Company, as well as officers, agents, employees and independent
contractors, as the Board of Directors may think fit, and may terminate the service
of any such person. The Board of Directors may, subject to the provisions of the
Israeli Companies Law, determine the powers and duties, as well as the salaries and
emoluments, of all such persons, and may require security in such cases and in such
amounts as it deems fit.
(e) Without derogating from the provisions of Article 52, the Board of Directors shall
be entitled to exercise the powers granted to the Chief Executive Officer pursuant to
Article 52(d) below.
(f) The Board of Directors may from time to time, by power of attorney or otherwise,
appoint any person, company, firm or body of persons to be the attorney or attorneys
of the Company at law or in fact for such purpose(s) and with such powers, authorities
and discretions, and for such period and subject to such conditions, as it thinks fit, and
any such power of attorney or other appointment may contain such provisions for the
protection and convenience of persons dealing with any such attorney as the Board of
Directors may think fit, and may also authorise any such attorney to delegate all or any
of the powers, authorities and discretions vested in him.

– 90 –

40. Number of Directors
Unless otherwise determined by the Shareholders in General meeting, the Board of
Directors shall consist of no less than five (5) directors, including at least two (2)
External Directors, at least one External Director shall be a Director with accounting
or financial expertise and the others with professional qualifications. Furthermore,
there shall be Directors with accounting and financial expertise, in a number (including
the External Director(s) with accounting financial expertise) which the Board shall
determine from time to time, required to be appointed under the Israeli Companies
Law, and such number may be fixed from time to time by the Board of Directors. The
requirements of the Israeli Companies Law applicable to an External Director shall apply
and shall supersede the provisions of these Articles to the extent that these Articles are
inconsistent with the Israeli Companies Law.
41. Election and Removal of Directors; Vacancies on the Board of Directors
(a) External Directors will be appointed and removed pursuant to and their service as
External Directors shall be governed by, the relevant provisions of the Israeli Companies
Law which apply to External Directors.
(b) The members of the Board of Directors shall be called Directors, and other than External
Directors (who will be elected and appointed, and whose term will expire, in accordance
with applicable law), they shall be appointed in accordance with the provisions of this
Article 41.
(c) The Directors of the Company (other than any External Directors elected pursuant to the
Israeli Companies Law) shall be divided by the Board of Directors into three (3) groups,
designated as group I, group II and group III. Each group of Directors shall consist,
as nearly as possible as determined by the Board of Directors, of one-third of the total
number of directors constituting the entire Board of Directors (excluding the external
directors). The first term of office of the group I Directors shall expire at the annual
General Meeting occurring in 2018; the first term of office of the group II Directors
shall expire at the annual General Meeting in 2019; and the first term of office of the
group III Directors shall expire at the annual General Meeting in 2020. Any Director
whose term has expired (upon the expiring of the term of such director ’ s group) may be
reelected to the Board of Directors.
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(d) At each annual General Meeting, election or re-election of Directors following the
expiration of the term of office of the Directors of a certain group, will be for a term of
office that expires on the third Annual General Meeting next succeeding such election
or reelection, such that from 2018 and forward, each year the term of office of only one
group of Directors will expire (i.e., the term of office of Group I will initially expire at
the Annual Meeting held in 2018 and thereafter at 2021, 2024 etc.). Election of directors
shall be conducted by a separate vote on each candidate. A Director shall hold office
until his or her successors are elected or he or she are re-elected and qualified or until
such earlier time as such Director ’ s office is vacated.
(e) Upon a change in the number of Directors (other than as a result of a vacancy), in
accordance with the provisions hereof, any increase or decrease shall be apportioned by
the Board of Directors at their discretion among the groups so as to maintain the number
of Directors in each group as nearly equal as possible provided that no decrease in the
number of directors constituting the Board of Directors shall shorten the term of any
incumbent Director.
(f) Any Director shall assume his office as Director on the date of election to the Board
of Directors, unless a later date has been designated in the resolution appointing such
Director.
(g) The Board of Directors shall have the sole and exclusive power, at any time and from
time to time, to fill a vacancy however created. In addition, the Board of Directors
shall have the power, at any time and from time to time, to appoint any person to be
a Director in addition to the existing members of the Board of Directors. Any such
Director appointed by the Board of Directors shall be placed in a group of Directors
so that all groups are as nearly equal as possible. A director so appointed to either fill
a casual vacancy or as an addition to the Board of Directors will hold office until the
next Annual General Meeting, whereat, such Director shall be eligible for re-election for
a term of office equal to, in the case of vacancy – the remaining period of the term of
office of the director whose office has been vacated (i.e., until the next Annual General
Meeting of the Shareholders for the group in respect of which the vacancy was created),
or in the case of an additional director – subject to approval of the General Meeting, the
term of office as designated by the Board of Directors in respect of the group in which
such Director shall be placed.
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(h) No person other than a Director retiring at the General Meeting shall, unless
recommended by the Directors for election, be eligible for election as a Director at any
General Meeting unless a notice signed by a Shareholder (other than the person to be
proposed) duly qualified to attend and vote at the General Meeting for which such notice
is given of his intention to propose such person for election and also a notice signed by
the person to be proposed of his willingness to be elected shall have been lodged at the
Registered Office provided that the minimum length of the period, during which such
Notice(s) are given, shall be at least seven (7) days and that (if the Notices are submitted
after the despatch of the notice of the General Meeting appointed for such election) the
period for lodgment of such Notice(s) shall commence on the day after the despatch
of the notice of the General Meeting appointed for such election and end no later than
seven (7) days prior to the date of such general meeting.
(i)

Any Proposing Shareholder requesting to include on the agenda of a General Meeting
a nomination of a person to be proposed to the Shareholders for election as Director
(such person, a “ Proposed Nominee ” ), may so request provided that it complies with
Article 41(h), this Article 41(i), Article 27 and applicable law and the Listing Rules. In
addition to any information required to be included in accordance with applicable law or
the Listing Rules, such a Proposal Request shall include information required pursuant
to Article 27, and shall also set forth:
(i)

the name, address, telephone number, fax number and email address of the Proposed
Nominee and all citizenships and residencies of the Proposed Nominee;

(ii) a description of all arrangements, relations or understandings between the Proposing
Shareholder(s) or any of its affiliates and each Proposed Nominee;
(iii) a declaration signed by the Proposed Nominee that he consents to be named in the
Company ’ s notices and proxy materials relating to the General Meeting, if provided
or published, and, if elected, to serve on the Board of Directors and to be named in
the Company ’ s disclosures and filings;
(iv) a declaration signed by a Proposed Nominee as required under the Israeli Companies
Law and any other applicable law and the Listing Rules for the appointment of such
a Proposed Nominee and an undertaking that all of the information that is required
under law and stock exchange rules and regulations to be provided to the Company
in connection with such an appointment has been provided;
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(v) a declaration made by the Proposed Nominee of whether he or she meets the
criteria for an independent director and/or External Director of the Company under
the Israeli Companies Law and/or under any applicable law, regulation or stock
exchange rules, and if not, then an explanation of why not; and
(vi) any other information required at the time of submission of the Proposal Request by
applicable law, regulations or the Listing Rules.
In addition, the Proposing Shareholder shall promptly provide any other information
reasonably requested by the Company. The Board of Directors may refuse to
acknowledge the nomination of any person not made in compliance with the foregoing.
The Company shall be entitled to publish any information provided by a Proposing
Shareholder pursuant to the above, and the Proposing Shareholder shall be responsible
for the accuracy and completeness thereof.
(j)

Directors (other than External Directors) shall be elected at the General Meeting by a
Simple Majority, and each Director shall serve, subject to Article 44, and according
to the provisions of this Article 41. The Shareholders shall be entitled to remove any
Director(s) (other than External Directors) from office at a General Meeting prior to the
expiry of his full term in office, all subject to applicable law, the Listing Rules and these
Articles and without prejudice to any claim for damages under any contract. The Board
of Directors shall be entitled to remove from office any Director(s) appointed by the
Board of Directors (as set forth below).

(k) An elected External Director shall commence his term from the date of or stated in, and
shall serve for the period stated in, the resolution of the General Meeting at which he
was elected, unless his office becomes vacant earlier in accordance with the provisions
of the Israeli Companies Law.
42. Qualification of Directors
No person shall be disqualified to serve as a Director by reason of his not holding shares
in the Company or by reason of his having served as a Director in the past (subject to
the provisions of the Israeli Companies Law with regard to external or independent
directors).
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43. Continuing Directors in the event of Vacancies
In the event of one or more vacancies in the Board of Directors, the continuing Directors
may continue to act in every matter, provided, however, that if their number is less
than the minimum number provided for pursuant to Article 40, they may only act
in an emergency or to fill the office of a Director which has become vacant up to a
number equal to the minimum number provided for pursuant to Article 40, or in order
to convene a General Meeting of the Company for the purpose of electing Directors to
fill any or all vacancies. A Director so appointed to fill a casual vacancy of Directors
will hold office until the next Annual General Meeting, whereat, such Director shall be
eligible for re-election for a term of office equal to the remaining period of the term of
office of the director whose office has been vacated (i.e., until the next Annual General
Meeting of the Shareholders for the group in respect of which the vacancy was created).
44. Vacation of Office
(a) The office of a Director shall be vacated, ipso facto, upon the occurrence of any of
the following events: (i) such Director ’ s death, or if he be found lunatic or become
of unsound mind or otherwise legally incompetent, or (ii) if such Director becomes
bankrupt, or (iii) if such Director is no longer fit to serve as a director in accordance
with the Israeli Companies Law, or (iv) if such Director is disqualified from acting as
a director in any jurisdiction for reasons other than on technical grounds, or (v) if his
period of office has terminated in accordance with the provisions of these Articles.
(b) The office of a Director shall be vacated by his written resignation. Such resignation
shall become effective on the date fixed therein, or upon the delivery thereof to the
Company, whichever is later.
(c) A General Meeting shall be entitled, by an Ordinary Resolution, to remove any Director
(other than an External Director) from office prior to the expiry of his term in office,
provided that the removed Director shall be given a reasonable opportunity to state his
case before the General Meeting. Such removal shall become effective on the date fixed
in such resolution. External Directors may be removed from office only in accordance
with the provisions of the Israeli Companies Law.
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45. Remuneration of Directors
(a) Payment of remuneration to a Director by the Company for his services as Director shall
be subject to the approvals required pursuant to the provisions of the Israeli Companies
Law. The Company shall compensate its External Directors pursuant to the provisions of
the Israeli Companies Law.
(b) The Company may reimburse Directors for their reasonable expenses for travelling,
board and lodging and other expenses connected with their participation at meetings of
the Board of Directors and the performance of their duties as Directors, according to the
Company ’ s policy from time to time and subject to the Israeli Companies Law.
(c) Any Director who holds any executive office or who otherwise performs services
which in the opinion of the Board of Directors are outside the scope of ordinary duties
of a Director, may be paid such extra remuneration by way of salary, commission or
otherwise as the Company ’ s applicable organs may determine, subject to the Company's
compensation policy and/or the provisions of the Israeli Companies Law.
(d) The fees payable to non-executive Directors shall be by a fixed sum and shall not at any
time be by commission on or a percentage of the profits or turnover. Salaries payable to
executive Directors may not include a commission on or a percentage of turnover.
(e) Executive Directors and non-executive directors may receive options, warrants or other
securities convertible or exercisable into shares of the Company, as may be determined
from time to time by the Company ’ s applicable organs and subject to the provisions of
the Israeli Companies Law and the Listing Rules.
46. Conflict of Interests
(a) Subject to any provisions of applicable law and the Listing Rules, a Director shall not
be disqualified by virtue of his office from holding another office in the Company or in
any other company in which the Company is a shareholder or in which it has any other
form of interest, or of entering into a contract with the Company, either as seller or
buyer or otherwise. Likewise, subject to the Israeli Companies Law, no contract made
by the Company or on its behalf in which a Director has any form of interest may be
nullified and a Director shall not be obligated to account to the Company for any profit
deriving from such office, or resulting from such contract, merely by virtue of the fact
that he serves as a Director, but such Director shall be obligated to disclose to the Board
of Directors the nature of any such interest as well as any material fact or document
at the meeting of the Board of Directors at which the contract or arrangement is first
considered.
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(b) A Director shall not vote on any resolution of the Board of Directors approving any
contract or arrangement or a unilateral decision on the part of the company in respect of
the grant of a right or other benefit or any other proposal in which he or any of his close
associates has a personal interest (hereinafter in Article 46(b): a "Transaction"), but this
prohibition shall not apply to cases in which both of the following criteria “ A ” and “ B ”
apply:
(A) either (x) it is a Transaction in the ordinary course of business of the Company,
which is on market terms, and which may not materially affect the profitability of
the Company, its assets or obligations, but excluding Transactions with any Director
relating to the terms of his/her employment and service in the office of director
or in any other capacity, or (y) it is a Transaction in which the majority of the
Directors has a personal interest; and
(B) the proposal is made on any of the following matters:
(i)

the giving of any security or indemnity either (1) to the Director or his close
associate(s) in respect of money lent or obligations incurred or undertaken
by him or any of them at the request of or for the benefit of the issuer or any
of its subsidiaries or (2) to a third party in respect of a debt or obligation of
the Company or any of its subsidiaries for which the Director or his close
associate(s) has himself/themselves assumed responsibility in whole or in part
and whether alone or jointly under a guarantee or indemnity or by the giving of
security;

(ii) any proposal concerning an offer of shares or debentures or other securities of
or by the Company or any other company which the Company may promote
or be interested in for subscription or purchase where the Director or his close
associate(s) is/are or is/are to be interested as a participant in the underwriting
or sub-underwriting of the offer;

– 97 –

(iii) any proposal or arrangement concerning the benefit of employees of the
Company or its subsidiaries including (1) the adoption, modification or
operation of any employees ’ share scheme or any share incentive or share
option scheme under which the Director or his close associate(s) may benefit
or (2) the adoption, modification or operation of a pension fund or retirement,
death or disability benefits scheme which relates both to Directors, his close
associates and employees of the Company or any of its subsidiaries and does
not provide in respect of any Director, or his close associate(s), as such any
privilege or advantage not generally accorded to the class of persons to which
such scheme or fund relates; and
(iv) any contract or arrangement in which the Director or his close associate(s) is/
are interested in the same manner as other holders of shares or debentures or
other securities of the Company by virtue only of his/their interest in shares or
debentures or other securities of the Company,
or such other matters which may be permitted by the Listing Rules and the Israeli
Companies Law – and all the above without derogating from the additional corporate
approvals when required under the Israeli Companies Law.
(c) Subject to the provisions of the Israeli Companies Law with respect to all of the
following, the Company may enter into any contract or otherwise transact any business
with any Office Holder in which contract or business such Office Holder has a personal
interest, directly or indirectly; and may enter into any contract of otherwise transact
any business with any third party in which contract or business an Office Holder has
a personal interest, directly or indirectly, provided always that on any matter which
Article 46(b)(A) prohibits a Director from voting, such Director also shall not be present
in the discussion with regard to said matter, unless the chair of the Board of Directors
has determined that such Director presence in the discussion (but not voting) is required
for the presentation of the relevant contract or proposed contract or arrangement).
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47. Alternate Directors
(a) A Director may, by written notice to the Company, appoint a natural person who is not
a Director, approved by a majority of his co-Directors, to act as an alternate for himself
(in these Articles referred to as an “ Alternate Director ” ), provided that any fee paid by
the Company to the Alternate Director shall be deducted from that appointing Director ’ s
remuneration for the same period in which the Alternate Director served in office. A
Director may remove such Alternate Director and appoint another Alternate Director
approved by a majority of his co-directors in place of any Alternate Director appointed
by him whose office has been vacated for any reason whatsoever. Unless the appointing
Director, by the instrument appointing an Alternate Director or by written notice to
the Company, limits such appointment to a specified period of time or restricts it to a
specified meeting or action of the Board of Directors, or otherwise restricts its scope, the
appointment shall be for an indefinite period, and for all purposes. An individual who
qualifies to be a member of the Board of Directors, may act as an Alternate Director. A
person may not act as an Alternate Director for more than one Director of the Company
at the same time.
(b) Any notice given to the Company pursuant to Article 47(a) shall become effective on
the date fixed therein, or upon the delivery thereof to the Company, whichever is later.
(c) An Alternate Director shall have all the rights and obligations of the Director who
appointed him, provided, however, that he may not in turn appoint an alternate for
himself (unless the instrument appointing him otherwise expressly provides and subject
to applicable law), and provided further that an Alternate Director shall have no standing
at any meeting of the Board of Directors or any committee thereof while the Director
who appointed him is present.
(d) An Alternate Director shall alone be responsible for his own acts and defaults, and he
shall not be deemed the agent of the Director(s) who appointed him.
(e) The office of an Alternate Director shall be vacated under the circumstances, mutatis

mutandis , set forth in Article 44, and such office shall ipso facto be vacated if the
Director who appointed such Alternate Director ceases to be a Director.
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PROCEEDINGS OF THE BOARD OF DIRECTORS
48. Meetings
(a) The Board of Directors may meet and adjourn its meetings according to the Company ’ s
needs and otherwise regulate such meetings and proceedings as the Board of Directors
deems fit, provided however, that the Board of Directors shall convene at least once
every three (3) calendar months. Notice of the meetings of the Board of Directors shall
be given to each Director at the last address that the Director provided to the Company,
or via telephone, facsimile or e-mail message; provided, however, that the Board of
Directors may convene without giving such prior notice to all or any of the Directors,
if all the Directors entitled to participate in such meeting waived such prior notice in
writing or in circumstances permitted under the Israeli Companies Law.
(b) The chair(s) of the Board of Directors may, at any time, convene a meeting of the Board
of Directors. Any Director, who is not the chair(s) of the Board of Directors, may at
any time, and the secretary of the Company or the chair(s) of the Board of Directors,
upon the request of such Director, shall, convene a meeting of the Board of Directors.
Prior notice shall be given to all Directors a reasonable time in advance, but not less
than forty-eight (48) hours, prior to the time set for such meeting, unless the urgency
of the matter(s) to be discussed at the meeting reasonably require(s) a shorter notice
period, in which case the chair(s) of the Board of Directors may convene a meeting upon
such shorter notice or subject to applicable law, or unless such notice as to a particular
meeting is waived in writing by all of the Directors.
(c) Notwithstanding anything to the contrary herein, failure to deliver notice to a Director
of any such meeting in the manner required hereby may be waived by such Director
at or prior to the meeting, and a meeting shall be deemed to have been duly convened
notwithstanding such defective notice if such failure or defect is waived prior to action
being taken at such meeting, by all Directors entitled to participate at such meeting to
whom notice was not duly given as aforesaid. Without derogating from the foregoing, no
Director present at any time during a meeting of the Board of Directors shall be entitled
to seek the cancellation or invalidation of any proceedings or resolutions adopted at such
meeting on account of any defect in the notice of such meeting relating to the date, time
or the place thereof or the convening of the meeting.
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49. Quorum
No business shall be transacted at a meeting of the Board of Directors unless the
requisite quorum is present when the meeting proceeds to business. Until otherwise
unanimously decided by the Board of Directors, a quorum at a meeting of the Board
of Directors shall be constituted by the presence, in person or by any other means
of communication by which the Directors may hear each other simultaneously, of a
majority of the Directors then in office who are lawfully entitled to participate and vote
in the meeting (as conclusively determined by the chair of the Audit Committee and
in the absence of such determination – by the chair(s) of the Board of Directors), but
shall not be less than two. For the avoidance of doubt, should a Director or Directors be
barred from being present and voting at a meeting of the Board of Directors by virtue of
the Israeli Companies Law, the quorum shall be a majority of the directors entitled to be
present and to vote at the meeting of the Board of Directors.
50. Chair(s) of the Board of Directors
(a) The Board of Directors may from time to time elect one or more of its members to act as
Chair(s) (or Co-Chairs) of the Board of Directors (the “ Chair(s) ” ), remove such Chair(s)
from office and appoint another in his place or their place. The Chair(s) shall serve as
the chair(s) of the Board of Directors throughout his (or their) term, unless resolved
otherwise by the Board of Directors. The Chair(s) shall preside at every meeting of the
Board of Directors, but if there is no such Chair(s), or if at any meeting he is not or they
are not present within fifteen (15) minutes of the time fixed for the meeting, or if he is
or they are unwilling to take the chair, the Directors present shall choose one of their
number to be the chair of such meeting.
(b) The General Manager(s) (chief executive officer(s)) under the Israeli Companies Law or
his or their relative(s) may not serve as the Chair(s), and the Chair(s) or a relative of the
Chair(s) may not be vested with authorities of the General Manager(s) (chief executive
officer(s)) without obtaining certain approval of the General Meeting pursuant to the
Israeli Companies Law.
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51. Validity of Acts Despite Defects
(a) Subject to the provisions of the Israeli Companies Law, all acts done bona fide at any
meeting of the Board of Directors, or of a Committee of the Board of Directors, or by
any person(s) acting as Director(s), shall, notwithstanding that it may afterwards be
discovered that there was some defect in the appointment of the participants in such
meetings or any of them or any person(s) acting as aforesaid, or that they or any of them
were disqualified, be as valid as if there were no such defect or disqualification.
(b) The General Meeting shall be entitled to ratify any act taken by the Board of Directors
and/or any Committee of the Board of Directors without authority or which was tainted
by some other defect. From the time of the ratification, every act ratified shall be treated
as though lawfully performed from the outset.

GENERAL MANAGER (CHIEF EXECUTIVE OFFICER)
52. General Manager
(a) Subject to the provisions of the Israeli Companies Law, the Board of Directors may from
time to time appoint one or more persons, whether or not Directors, as chief executive
officer(s) or general manager(s) of the Company (the “ Chief Executive Officer(s) ” )
and may confer upon such person(s), and from time to time modify or revoke, such
title(s) (including managing director, director general or any similar or dissimilar title)
and such duties and authorities of the Board of Directors as the Board of Directors may
deem fit, subject to such limitations and restrictions as the Board of Directors may from
time to time prescribe. Such appointment(s) may be either for a fixed term or without
any limitation of time, and the Board of Directors may from time to time (subject to the
provisions of the Israeli Companies Law and of any contract between any such person
and the Company) fix his or their salaries and remunerations, remove or dismiss him or
them from office and appoint another or others in his or their place or places.
(b) Subject to the Israeli Companies Law and the terms set forth in these Articles, the Chief
Executive Officer(s) shall manage the business, affairs and operations of the Company,
pursuant to the policies determined by the Board of Directors from time to time. The
Chief Executive Officer(s) or managing director or a person holding an equivalent
position shall be subject to the control of the Board of Directors.
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(c) Subject to the Israeli Companies Law, the Board of Directors may from time to time
determine the Chief Executive Officer ’ s(s ’ ) remuneration and other terms and conditions
of the Chief Executive Officer ’ s(s ’ ) employment or service, subject to the terms of his
or their employment or service agreement(s) and the provisions of any applicable law.
Subject to the provisions of the Israeli Companies Law, all Company employees shall
be subordinate, directly or indirectly, to the Chief Executive Officer(s) of the Company.
The Chief Executive Officer(s) of the Company shall have the right to remove any
Company employee from his position and/or terminate the employment of any such
employee with the Company and, subject to the provisions of the Israeli Companies
Law, may delegate such powers to other employees of the Company.
(d) Subject to the authority of the Board of Directors pursuant to Article 39(e) above,
the Chief Executive Officer shall be authorized to appoint Office Holders (other than
Directors), a Secretary for the Company, employees and agents to such permanent,
temporary or special positions, and to specify and change their titles, authorities and
duties, and may set, or delegate to the Chief Executive Officer(s), either alone or
together with other persons designated by the Board of Directors, the ability to set
salaries, bonuses and other compensation of any employee or agent who is not an Office
Holder. Salaries, bonuses and compensation of Office Holders who are not Directors
shall be determined and approved in such other manner as may be required from time to
time under the Israeli Companies Law. The Board of Directors, or the Chief Executive
Officer(s), either alone or together with other persons designated by the Board of
Directors (in the case of any Office Holder, employee or agent appointed thereby), shall
be entitled at any time, in its, his or their (as applicable) sole and absolute discretion, to
terminate the services of one of more of the foregoing persons.

MINUTES
53. Minutes
(a) Minutes of each General Meeting and of each meeting of the Board of Directors (or
any Committee of the Board of Directors) shall be recorded and duly entered in books
provided for that purpose. Such minutes shall, in all events, set forth the names of the
persons present at the meeting and all resolutions adopted thereat.
(b) Any minutes as aforesaid, if purporting to be signed by the chair of the meeting or
by the chair of the next succeeding meeting (or by all shareholders or directors, as
applicable), shall constitute prima facie evidence of the matters recorded therein.
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DIVIDENDS
54. Declaration and Payment of Dividends
Subject to the provisions of the Israeli Companies Law, the Board of Directors may
from time to time declare, and cause the Company to pay, such dividend as may appear
to the Board of Directors to be justified. The Board of Directors shall determine, and
may authorise, subject to applicable law, any of its Directors and/or Office Holders to
determine, the time for payment of such dividends and the record date for determining
the Shareholders entitled thereto.
55. Amount Payable by Way of Dividends
(a) Subject to the provisions of these Articles, the Israeli Companies Law, and subject to
the rights or conditions attached at that time to any share in the capital of the Company
granting preferential, special or deferred rights or not granting any rights with respect to
dividends, any dividend paid by the Company shall be allocated among the Shareholders
(not in default in payment of any sum referred to in Article 14 hereof) entitled thereto in
proportion to their respective holdings of the shares in respect of which such dividends
are being paid.
(b) Whenever the rights attached to any shares or the terms of issue of the shares do not
provide otherwise, shares which are fully paid up or which are credited as fully or partly
paid within any period which in respect thereof dividends are paid shall entitle the
holders thereof to a dividend in proportion to the amount paid up or credited as paid up
in respect of the nominal value of such shares and to the date of payment thereof (pro

rata temporis ).
(c) The Company may distribute dividends whether in cash or in bonus shares, in the
distribution of assets, or in any other distribution, pro rata to the nominal value of the
Shares.
56. Interest
No dividend or other benefit in respect of shares shall carry interest as against the
Company.
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57. Payment in Specie
Upon the declaration of the Board of Directors, a dividend may be paid, wholly or
partly, by the distribution of specific assets of the Company or by distribution of paid up
shares, debentures or debenture stock or other securities of the Company or of any other
companies, or in any one or more of such ways or any other ways, at its discretion.
58. Capitalisation of Profits, Reserves, etc.
Without derogating from the provisions of Article 37(c) upon the resolution of the
Board of Directors, the Company (a) may cause any monies, investments, or other
assets forming part of the undivided profits of the Company, standing to the credit of a
reserve fund, or to the credit of a reserve fund for the redemption of capital, or in the
hands of the Company and available for dividends, or representing premiums received
on the issuance of shares and standing to the credit of the share premium account, to
be capitalised and distributed among such of the Shareholders as would be entitled
to receive the same if distributed by way of dividend and in the same proportion, on
the footing that they become entitled thereto as capital, or may cause any part of such
capitalised fund to be applied on behalf of such Shareholders in paying up in full,
either at par or at such premium as the resolution may provide, any unissued shares or
debentures or debenture stock of the Company which shall be distributed accordingly,
in payment, in full or in part, of the uncalled liability on any issued shares (if any) or
debentures or debenture stock; and (b) may cause such distribution or payment to be
accepted by such Shareholders in full satisfaction of their interest in the said capitalised
sum.
59. Implementation of Powers
For the purpose of giving full effect to any resolution under Article 57 or 58, and
without derogating from the provisions of Article 10(b), and subject to applicable
law and the Listing Rules, the Board of Directors may settle any difficulty which may
arise in regard to the distribution as it thinks expedient, and, in particular, may issue
fractional certificates, and may fix the value for distribution of any specific assets, and
may determine that cash payments shall be made to any Shareholders upon the footing
of the value so fixed, or that fractions of less value than the nominal value of one share
may be disregarded in order to adjust the rights of all parties, and may vest any such
cash, shares, debentures, debenture stock or specific assets with trustees upon such trusts
for the persons entitled to the dividend or capitalised fund as may seem expedient to the
Board of Directors.
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60. Deductions from Dividends
The Board of Directors may deduct from any dividend or other monies payable to any
Shareholder in respect of a share, any and all sums of money then payable by such
Shareholder to the Company on account of calls or otherwise in respect of shares of the
Company and/or on account of any matter or transaction whatsoever or as required to be
paid by applicable law.
61. Retention of Dividends
(a) The Board of Directors may retain any dividend or other monies payable or property
distributable in respect of a share on which the Company has a lien, and may apply the
same in or toward satisfaction of the debts, liabilities, or engagements in respect of
which the lien exists.
(b) The Board of Directors may retain any dividend or other monies payable or property
distributable in respect of a share in respect of which any person is, under Article 23
or 24, entitled to become a Shareholder, or which any person is, under these Articles,
entitled to transfer, until such person shall become a Shareholder in respect of such
share or shall transfer the same.
62. Unclaimed Dividends
All unclaimed dividends or other monies payable in respect of a share may be invested
or otherwise made use of by the Board of Directors for the benefit of the Company until
claimed. The payment by the Directors of any unclaimed dividend or such other monies
into a separate account shall not constitute the Company a trustee in respect thereof, and
any dividend unclaimed after a period of seven (7) years from the date of declaration of
such dividend, and any such other monies unclaimed after a like period from the date
the same were payable, shall be forfeited and shall revert to the Company, provided,
however, that the Board of Directors may, at its discretion, cause the Company to pay
any such dividend or such other monies, or any part thereof, to a person who would have
been entitled thereto had the same not reverted to the Company.
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63. Mechanics of Payment
Any dividend or other monies payable in cash in respect of a share may be paid by
check or warrant sent through the post to, or left at, the registered address of the person
entitled thereto or by transfer to a bank account specified by such person (or, if two
or more persons are registered as joint holders of such share or are entitled jointly
thereto in consequence of the death or bankruptcy of the holder or otherwise, to any
one of such persons or to his bank account), or to such person and at such address as
the person entitled thereto may by writing direct, or in any other manner the Board of
Directors deems appropriate. Every such check or warrant shall be made payable to the
order of the person to whom it is sent, or to such person as the person entitled thereto as
aforesaid may direct, and payment of the check or warrant by the banker upon whom it
is drawn shall be a good discharge to the Company. Every such check or warrant shall
be sent at the risk of the person entitled to the money represented thereby.
64. Receipt from a Joint Holder
If two or more persons are registered as joint holders of any share, or are entitled jointly
thereto in consequence of the death or bankruptcy of the holder or otherwise, any one of
them may give effectual receipts for any dividend or other monies payable or property
distributable in respect of such share.

ACCOUNTS
65. Accounts
(a) The Board of Directors shall cause accurate books of account to be kept in accordance
with the provisions of the Israeli Companies Law and of any other applicable law. Such
books of account shall be kept at the Registered Office of the Company, or at such other
place or places as the Board of Directors may think fit, and they shall always be open to
inspection by all Directors. No Shareholder, not being a Director, shall have any right
to inspect any account or book or other similar document of the Company, except as
conferred by applicable law or authorised by the Board of Directors or by a Shareholders
resolution adopted at a General Meeting. At least once each year the accounts of the
Company and the correctness of the statement of income and the balance sheet shall be
audited and confirmed by an independent auditor or auditors.
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(b) A printed copy of the Directors ’ report, accompanied by the balance sheet and profit and
loss account, including every document required by law to be annexed thereto, made
up to the end of the applicable financial year and containing a summary of the assets
and liabilities of the Company under convenient heads and a statement of income and
expenditure, together with a copy of the Auditors ’ report, shall be sent to each person
entitled thereto at least twenty-one (21) days before the date of the Annual General
Meeting and at the same time as the notice of Annual General Meeting and laid before
the Company at the Annual General Meeting, provided that this Article 65(b) shall not
require a copy of those documents to be sent to any person whose address the Company
is not aware or to more than one of the joint holders of any shares.
66. Internal Auditor
The internal auditor of the Company shall be appointed in accordance with the rules
and regulations of the Israeli Companies Law, and the internal auditor's organizational
superior shall be the Chair of the Board of Directors of the Chief Executive Officer, as
determined by the Board of Directors. to the Chair(s). Notwithstanding the forgoing, the
internal auditor shall present his/her reports to the Chair of the Board of Directors, to
the Chief Executive Officer and to the chair of the Company ’ s Audit Committee. The
internal auditor shall file with the Audit Committee (unless decided otherwise by the
Board of Directors) a proposal for an annual or other periodic work plan, which shall be
approved by the Audit Committee (unless decided otherwise by the Board of Directors).
Additionally, the Chair of the Board of Directors and/or the chair of the Audit Committee
may assign additional internal audit tasks to the internal auditor if urgently necessary.
67. Independent Auditor
The independent auditors of the Company shall be appointed by resolution of the
Shareholders at the Annual General Meeting and shall serve until its/their re-election,
removal or replacement by subsequent resolution and in any case for the duration of
no more than the next Annual General Meeting. The appointment, rights and duties
of such independent auditors shall be subject to the Israeli Companies Law, provided,
however, that the Board may make a recommendation to the Shareholders regarding the
remuneration for the audit services but such remuneration shall be subject to approval
by the Shareholders in a General Meeting. The Board of Directors shall have the power
and authority to fix the remuneration of the independent auditors for other services other
than the audit services. By an act appointing such auditors, the Company may appoint
the independent auditors to serve for a period of one year up to the end of the next
Annual General Meeting in which such independent auditors were appointed.
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BOOKS OF THE COMPANY; BRANCH REGISTERS; LIST OF SHAREHOLDERS
68. Books of the Company
The Board of Directors shall comply with all the provisions of the Israeli Companies
Law in regard to the keeping and maintaining of a register of Directors, Shareholders
Register and register of charges. Any book, register and record that the Company is
obligated to keep in accordance with the Israeli Companies Law or pursuant to these
Articles shall be recorded in a regular book, or by technical, mechanical or other means,
as the Board of Directors shall deem appropriate.
69. Branch Registers
Subject to and in accordance with the provisions of the Israeli Companies Law, the
Company may cause branch or additional registers to be kept in any place outside Israel
as the Board of Directors may think fit, and, subject to all applicable requirements of
law, the Board of Directors may from time to time adopt such rules and procedures as it
may think fit in connection with the keeping of such branch or additional registers.

RIGHTS OF SIGNATURE, STAMP AND SEAL
70. Rights of Signature, Stamp and Seal
(a) The Board of Directors shall be entitled to authorise any person or persons (who need
not be Office Holders) to act and sign on behalf of the Company, and the acts and
signature of such person(s) on behalf of the Company shall bind the Company insofar as
such person(s) acted and signed within the scope of his or their authority; and the Board
of Directors may authorise the Chief Executive Officer(s) to further grant signature
rights to any other Office Holder of the Company.
(b) The Company shall have at least one official stamp.
(c) The Board of Directors may provide for a seal. If the Board of Directors so provides, it
shall also provide for the safe custody thereof. Such seal shall not be used except by the
authority of the Board of Directors and by the person(s) authorised to sign on behalf of
the Company, who shall sign every instrument to which such seal is affixed.
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UNTRACEABLE SHAREHOLDERS
71. Untraceable Shareholders
The Company may cease sending cheques for dividend entitlements or dividend warrants
by post if such cheques or warrants have been returned undelivered on two consecutive
occasions. However, the Company may exercise the power to cease sending cheques
for dividend entitlements or dividend warrants after the first occasion on which such a
cheque or warrant is returned undelivered.

NOTICES
72. Notices
(a) All notices and other documents (including “ corporate communications ” (as defined in
the Listing Rules)) made pursuant to these Articles or otherwise shall be in writing. Any
written notice or other document may be served by the Company upon any Shareholder
either personally, or by facsimile transmission, or by e-mail or by sending it by prepaid
mail (or airmail if sent to an address on a different continent from the place of mailing)
addressed to such Shareholder at his address (post address, facsimile number or e-mail
address) as described in the Shareholders Register or such other address as he may
have designated in writing for the receipt of notices and other documents (and such
designation may include a broker or other nominee holding shares at the instruction
of the Shareholder) or by advertisement in appropriate newspapers in accordance with
the Listing Rules or, to the extent permitted by applicable law, by placing it on the
Company ’ s website or the website of the Stock Exchange, and giving to the Shareholder
a notice stating that the notice or other document is available there (a “ notice of
availability ” ). The notice of availability may be given to the Shareholder by any of
the means set out above, other than by posting it on a website. Proof that an envelope
containing a notice was properly addressed, stamped and mailed shall be conclusive
evidence that notice was given. A declaration of an authorised person on behalf of the
branch registrar of the Company or other distribution agent stating that a notice was
mailed to a Shareholder will suffice as proof of notice for purposes of this Article
72. Any written notice or other document may be served by any Shareholder upon
the Company by tendering the same in person to the Secretary of the Company or the
General Manager of the Company at the principal office of the Company, or by facsimile
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transmission, or by sending it by prepaid registered mail (airmail or overnight air courier
if posted outside Israel) to the Company at its Registered Office. Any notice or other
document shall be deemed to have been served:
(i)

in the case of mailing, two (2) business days following that on which the envelope
containing the same, properly prepaid and addressed, is put into the post; in
proving such service or delivery, it shall be sufficient to prove that the envelope or
wrapper containing the notice or other document was properly addressed and put
into the post and a certificate in writing signed by the Secretary of the Company
or the General Manager of the Company or other person appointed by the Board of
Directors that the envelope or wrapper containing the notice or other document was
so addressed and put into the post shall be conclusive evidence thereof;

(ii) in the case of overnight air courier, two (2) business day following the day sent,
with receipt confirmed by the courier, or when actually received by the addressee if
sooner than two business days after it has been sent;
(iii) in the case of personal delivery, on the date such notice was actually tendered in
person to such Shareholder (or to the Secretary or the General Manager) (as the
case may be);
(iv) in the case of facsimile transmission, on the date on which the sender receives
automatic electronic confirmation by the recipient ’ s facsimile machine that such
notice was received by the addressee if on a business day, and otherwise on the first
business day thereafter;
(v) if published by way of a newspaper advertisement, on the date on which it is
advertised in one English language newspaper and one Chinese language newspaper
in Hong Kong; or
(vi) in the case of electronic communication (other than by making it available on a
website), on the day on which it is transmitted from the server of the Company or its
agent. A notice or other document made available on the Company ’ s website or the
website of the Stock Exchange is deemed served by the Company to a Shareholder
on the later of (1) the time when it is first made available on the website and (2) the
time when the Shareholder is deemed to have received a notice of availability.
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If a notice is, in fact, received by the addressee, it shall be deemed to have been duly
served, when received, notwithstanding that it was defectively addressed or failed, in
some respect, to comply with the provisions of this Article 72(a). A Shareholder may
change or supplement the address for service of any notice pursuant to these Articles, or
designate additional addresses, facsimile numbers and email addresses for the purposes
of this Article 72 by giving the Company a written notice of the new contact details in
the manner set forth above.
(b) All notices to be given to the Shareholders shall, with respect to any share to which
persons are jointly entitled, be given to whomever of such persons is named first in the
Shareholders Register, and any notice so given shall be sufficient notice to the holders
of such share.
(c) Any Shareholder whose address is not set forth in the Shareholders Register, and who
shall not have designated in writing an address for the receipt of notices, shall not be
entitled to receive any notice from the Company. If notice is given in more than one of
the manners specified above, it shall be deemed to have been received on the earliest
date on which it is deemed to have been delivered, as provided above.
(d) The mailing date, actual transmission or delivery date or publication date or notice date
and the date of the General Meeting shall not be counted as part of the days comprising
any notice period.
(e) Notwithstanding anything to the contrary contained herein and subject to the provisions
of the Israeli Companies Law and the Listing Rules, notice to a Shareholder shall be
deemed to have been duly delivered if notice is provided in any manner prescribed by
applicable law.
(f) Any Shareholder, Director or any other person entitled to receive notice in accordance
with these Articles or under applicable law, may waive notice, in advance or
retroactively, in a particular case or type of cases or generally, and if so, notice will
be deemed as having been duly delivered, and all proceedings or actions for which the
notice was required will be deemed valid.
(g) Any notice or other document may be given to a Shareholder either in the English
language or the Chinese language, subject to compliance with applicable law and the
Listing Rules.
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(h) For purposes of this Article 72, “ business day ” means a day on which the Exchange
generally is open for the business of dealing in securities in Hong Kong but excluding
any day which is a public holiday in Israel. For the avoidance of doubt, where the
Exchange is closed for the business of dealing in securities in Hong Kong on a business
day for the reason of a number 8 or higher typhoon signal, black rainstorm warning or
other similar event, such day shall for the purposes of this Article 72 be counted as a
business day.

EXEMPTION, INSURANCE AND INDEMNITY
73. Exemption, Indemnity and Insurance
(a) Subject to the provisions of the Israeli Companies Law, the Company may, to the fullest
extent permitted by applicable law and the Listing Rules, exempt in advance an Office
Holder from all or some of the Office Holder ’ s responsibility for damage resulting from
the Office Holder ’ s breach of the Office Holder ’ s duty of care to the Company, other
than with respect to a liability arising out of the breach of duty of care in respect of any
Distribution (as such term is defined in the Israeli Companies Law) by the Company.
(b) Subject to the provisions of the Israeli Companies Law, the Company may, to the fullest
extent permitted by applicable law and the Listing Rules, indemnify an Office Holder in
respect of an obligation or expense specified below imposed on or incurred by the Office
Holder in respect of an act or omission performed in his capacity as an Office Holder,
with respect to the following:
(i)

a financial liability imposed on such Office Holder in favour of another person by a
court judgement, including a settlement or an arbitrator ’ s award approved by court;

(ii) reasonable litigation expenses, including attorneys ’ fees, incurred by the Office
Holder (1) as a result of an investigation or proceeding instituted against him by
a competent authority which concluded without the filing of an indictment against
him as a result of such investigation or proceeding and (2) without the imposition of
any financial liability in lieu of criminal proceedings, or which concluded without
the filing of an indictment against him but with the imposition of a financial
liability in lieu of criminal proceedings concerning a criminal offense that does
not require proof of criminal intent or in connection with a financial sanction (the
phrases “ proceeding concluded without the filing of an indictment ” and “ financial
liability in lieu of criminal proceeding ” shall have the meaning ascribed to such
phrases in section 260(a) (1a) of the Israeli Companies Law); and
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(iii) reasonable litigation expenses, including attorneys ’ fees, expended by an Office
Holder or charged to the Office Holder by a court, in a proceeding instituted against
the Office Holder by the Company or on its behalf or by another person, or in a
criminal charge from which the Office Holder was acquitted, or in a criminal charge
in which the Office Holder was convicted of an offense that does not require proof
of criminal intent.
The Company may undertake to indemnify an Office Holder as aforesaid, (x) in advance,
provided that, in respect of Article 73(b)(i), the indemnity undertaking is limited to
events which in the opinion of the Board of Directors are foreseeable in light of the
Company ’ s actual operations when the undertaking to indemnify is granted, and to
an amount or criteria determined by the Board of Directors as reasonable under the
circumstances, and further provided that such events and amount or criteria are set forth
in the undertaking to indemnify, and (y) retroactively. Subject to the provisions of the
Israeli Companies Law and the Listing Rules, if so requested by an Office Holder, and
subject to the Company ’ s right of reimbursement, the Company may advance amounts
to cover such Office Holder ’ s expenses with respect to any acts or omissions for which
such Office Holder is entitled to indemnity under this Article 73(b). The indemnity
amount payable hereunder shall be in addition to any amount paid (if paid) under
insurance.
(c) Subject to the provisions of the Israeli Companies Law, the Company may enter into a
contract for the insurance of all or part of the liability of any Office Holder imposed on
the Office Holder in respect of an act or omission performed in his capacity as an Office
Holder, in respect of each of the following:
(i)

a breach of his duty of care to the Company or to another person;

(ii) a breach of his duty of loyalty to the Company, provided that the Office Holder
acted in good faith and had reasonable grounds to assume that such act or omission
would not prejudice the interests of the Company; or
(iii) a financial obligation imposed on him in favour of another person; or
(iv) any other action against which the Company is permitted by law to insure an Office
Holder.
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(d) The provisions of Articles 73(a), 73(b) and 73(c) above are not intended, and shall not
be interpreted, to restrict the Company in any manner in respect of the procurement of
insurance and/or in respect of indemnification (i) in connection with any person who
is not an Office Holder, including, without limitation, any employee, agent, consultant
or contractor of the Company who is not an Office Holder, and/or (ii) in connection
with any Office Holder to the extent that such insurance and/or indemnification is not
specifically prohibited under law; provided that the procurement of any such insurance
and/or the provision of any such indemnification shall be approved by the Audit
Committee of the Company.
(e) Any amendment to the Israeli Companies Law or any other applicable law, statute or
rule adversely affecting the right of any Office Holder to be indemnified or insured
pursuant to this Article 73 above shall be prospective in effect, and shall not affect the
Company ’ s obligation or ability to indemnify or insure an Office Holder for any act or
omission occurring prior to such amendment, unless otherwise provided by the Israeli
Companies Law or such other applicable law.
(f) Notwithstanding the above, the Company may neither exempt from liability, nor
indemnify an Office Holder or enter into an insurance contract against any of the
following: (i) a breach of an Office Holder ’ s duty of loyalty, except for indemnification
and insurance for a breach of the duty of loyalty to the Company to the extent that the
Office Holder acted in good faith and had reasonable grounds to assume that such act or
omission would not prejudice the interests of the Company; (ii) a reckless or intentional
violation of an Office Holder ’ s duty of care, excluding a breach arising out of the mere
negligent conduct of the Office Holder; (iii) an intentional action or omission by an
Office Holder in which such Office Holder intended to have an illegal personal benefit;
and (iv) a fine, civil fine, administrative fine or ransom or levied against the Office
Holder.
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WINDING UP
74. Winding Up
(a) A voluntary winding up (liquidation) of the Company shall require the approval by
Special Resolution and any other approval as may be required by any applicable law.
(b) If the Company enters into winding up (liquidation), then, subject to applicable law and
to the rights of the holders of shares with special rights upon winding up, the assets of
the Company available for distribution among the Shareholders shall be distributed to
them in proportion to the nominal value of their respective holdings of the shares in
respect of which such distribution is being made.
(c) Subject to the provisions of the Israeli Companies Law, the Israeli Companies Ordinance
and the rights attached to the various classes of shares existing in the Company, as
applicable, the liquidator may, by a Shareholders ’ resolution adopted at a General
Meeting, distribute in specie among the Shareholders all or part of the surplus property,
and the liquidator may further, by such resolution, deposit any part of the surplus
property with trustees who shall hold same in trust in favour of the Shareholders, as the
liquidator shall deem appropriate. In order to distribute the surplus property in specie,
the liquidator may determine the value of the distributable assets and decide how such
distribution shall be implemented among the Shareholders, taking into account the rights
attached to Shares held by each of the Shareholders of the Company.
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