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Somekh Chaikin

KPMG Millennium Tower

17 Ha'arba'a Street, PO Box 609
Tel Aviv 61006, Israel

+972 3 684 8000

Independent Auditors' Report to the Shareholders of El-Sight Ltd.

We have audited the accompanying statements of financial position of EI-Sight Ltd.
(hereinafter “the Company™) as of December 31, 2016, 2015 and 2014 and the
related statements of comprehensive income, statements of changes in equity and
statements of cash flows, for each of the years ended on such dates. These financial
statements are the responsibility of the Company's Board of Directors and of its
Management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards
in Israel, including standards prescribed by the Auditors Regulations (Manner of
Auditor's Performance) - 1973. Such standards require that we plan and perform
the audit to obtain reasonable assurance that the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by the Board of Directors and by Management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Company as of December 31, 2016,
2015 and 2014 and its results of operations, changes in equity and cash flows, for
each of the years ended on such dates, in accordance with International Financial
Reporting Standards (IFRS).

Without qualifying our opinion, we draw attention to Note 1A of the financial
statements. The Company has limited capital resources, loss from operations, and
accumulated deficit, all of which raise substantial doubt about its ability to continue
as a going concern. Management’s plans in regard to these matters include
continued development and marketing as well as seeking additional financing
arrangements. The financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

Somekh Chaikin
Certified Public Accountants (lsr.)

March 29, 2017

Somekh Chaikin, an Israeli partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.



Statements of Financial Position as at December 31

El-Sight Ltd.

2016 2015 2014
Note USD thousands USD thousands USD thousands
Assets
Cash and cash equivalents - 7 5 92
Short-term deposits 34 34 -
Pledged deposits 44 39 39
Trade receivables 5 79 52 133
Inventory, net 310 238 64
Other current assets 6 37 7 70
Total current assets 511 375 398
Prepaid expenses, non-current - - 12
Fixed assets 7 59 85 89
Total non-current assets 59 85 101
Total assets 570 460 499
Liabilities
Loans and credit from banks 8 110 180 114
Trade payables 9 337 292 233
Other payables 10 773 720 651
Convertible loans 11 667 635 509
Total current liabilities 1,887 1,827 1,507
Liabilities for employees severance
benefits, net 12 36 32 32
Loans from banks, net of current maturing 8 65 97 -
Total non-current liabilities 101 129 32
Total liabilities 1,988 1,956 1,539
Equity
Ordinary shares 14 5 5 5
Translation differences of foreign financial
statements 32 52 46
Accumulated deficit (1,455) (1,553) (1,091)
Total equity (deficit) (1,418) (1,496) (1,040)
Total liabilities and equity (deficit) 570 460 499
Nir Gabay Moshe Echen—
Director Director

Date of approval of the financial statements: March 29,2017

The accompanying notes are an integral part of these financial statements.



Statements of Comprehensive Income for the Year Ended December 31

El-Sight Ltd.

Revenues
Cost of sales

Gross profit

Sales, general and administrative expenses
Other income

Operating profit (loss)

Financing expenses
Profit for the year

Translation differences of foreign
financial statements

Total comprehensive income (loss) for the year

Earnings per share
Basic earnings (loss) per share (in USD)

2016 2015 2014

Note USD thousands USD thousands USD thousands
15 932 712 955
(105) (275) (417)

827 437 538

16 (661) (842) (766)
13 6 -

179 399 (228)

17 (81) (63) (70)
98 (462) (298)

(20) 6 88

78 (456) (210)

19 5 (24) (15)

The accompanying notes are an integral part of these financial statements.



Statements of Changes in Equity for the Year Ended December 31

El-Sight Ltd.

Balance as at January 1,
2014

Total comprehensive
income for the year

Loss for the year
Translation differences

of foreign financial
statements

Balance as at December
31,2014

Total comprehensive
income for the year

Loss for the year
Translation differences

of foreign financial
statements

Balance as at December
31, 2015

Total comprehensive
income for the year

Profit for the year

Translation differences
of foreign financial

Balance as at December
31, 2016

Translation
differences of
foreign
Ordinary financial Accumulated
Shares statements deficit Total
USD thousands
5 (42) (793) (830)
- - (298) (298)
- 88 - 88
5 46 (1,091) (1,040)
- - (462) (462)
- 6 - 6
5 52 (1,553) (1,496)
- - 98 98
- (20) - (20)
5 32 (1,454) (1,418)

The accompanying notes are an integral part of these financial statements.



Statements of Cash Flows for the Year Ended December 31

El-Sight Ltd.

Cash flows from operating activities
Profit (loss) for the year
Adjustments for:

Depreciation

Loss (gain) on sale of fixed assets
Net financing expense

Change in trade and other receivables
Change in trade and other payables
Change in employee benefits

Change in inventory

Change in Prepaid expenses

Net cash provided by (used in) operating

activities

Cash flows from investing activities
Decrease (increase) in pledged deposits

Bank deposit

Acquisition of fixed assets
Disposal of fixed assets

Net cash provided by (used in) investing

activities

Cash flows from financing activities

Loans granted from (repaid to) banks
Convertible loans

Net cash provided by (used in) financing

activities

Net increase (decrease) in cash and cash

equivalents

Cash and cash equivalents as at the

beginning of the year

Effect of exchange rate fluctuations on cash and
cash equivalents

Cash and cash equivalents as at the end

of the year

2016 2015 2014
Note USD thousands USD thousands USD thousands
98 (462) (298)

15 20 24

(2) - -

24 25 20

(57) 144 54

118 129 208

4 - C))

(73) (176) (12)

- 12 (12)

127 (308) (25)

(5) - 15

- (34) -

7 (@) (16) (49)
7 17 - -
8 (50) (34)

(120) 119 14

11 32 126 (34)
(88) 245 (20)

47 (113) (79)

5 92 182

(49) 7 (11)

7 5 92

The accompanying notes are an integral part of these financial statements.



El-Sight Ltd.

Notes to the Financial Statements

Note 1 - General

A Reporting Entity

El-Sight Ltd. (hereinafter - the “Company”) is an Israeli resident company incorporated in Israel on
February 16, 2009. The address of the Company’s registered office is 13 Ha'Shiloach St. Petach Tikva.
The Company’s main practice is to provide solutions of video capturing, recording and transmission for
various security and surveillance purposes.

The Company’s operations involve a number of risks and uncertainties. Factors that could affect the
Company’s operating results and cause actual results to vary materially from expectations include, but
are not limited to, rapid technological change, uncertainty of market acceptance of products and services,
competition from substitute products and larger companies, protection of proprietary technology, strategic
relationships and dependence on key individuals.

The Company has limited capital resources, loss from operations, and accumulated deficit, all of which
raise substantial doubt about its ability to continue as a going concern. Management’s plans in regard to
these matters include continued development and marketing as well as seeking additional financing
arrangements the financial statements do not include any adjustments that might result from the outcome
of this uncertainty.

B. Definitions
In these financial statements —

The Company — El-Sight Ltd.

Related party — Within its meaning in IAS 24 (2009), “Related Party Disclosures”.

Israeli CPI - The Consumer Price Index as published by the Central Bureau of Statistics in Israel.
NIS — The Israeli currency — New Israeli Shekel.

$-U.S. Dollar.

o b

Note 2 - Basis of Preparation

A. Statement of compliance

Since January 1, 2015, the Company has adopted the International Financial Reporting Standards (IFRSS)
and its interpretations adopted by the International Accounting Standards Board (“IASB”™).

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS).

The financial statements were authorized for issue by the Company’s Board of Directors on March 29,
2017.

B. Functional and presentation currency

Although the NIS is the currency that represents the principal economic environment in which the
Company operates, and thus constitutes the Company’s functional currency, these financial statements are
presented in U.S. dollars, and have been rounded to the nearest thousand.



El-Sight Ltd.

Notes to the Financial Statements

Note 2 - Basis of Preparation (cont’d)

C. Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following assets and
liabilities:

¢ Inventory measured at the lower of cost and net realizable value;
o Employee benefit assets and liabilities.

For further information regarding the measurement of these assets and liabilities see Note 3 regarding
significant accounting policies.

D. Operating cycle

The operating cycle of the Company is one year. Thus, current assets and current liabilities include items
the realization of which is intended and anticipated to take place within one year.

E. Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The preparation of accounting estimates used in the preparation of the Group’s financial statements
requires management of the Company to make assumptions regarding circumstances and events that
involve considerable uncertainty. Management of the Company prepares the estimates on the basis of past
experience, various facts, external circumstances, and reasonable assumptions according to the pertinent
circumstances of each estimate. As applicable to these financial statements, the most significant estimates
and assumptions relate to inventories.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised and in any future periods affected.



El-Sight Ltd.

Notes to the Financial Statements

Note 2 - Basis of Preparation (cont’d)

F.

1)

)

New standards and interpretations not yet adopted

IFRS 16, Leases ("'IFRS 16™)

IFRS 16 replaces International Accounting Standard 17 - Leases (IAS 17) and its related
interpretations. IFRS 16 instructions annul the existing requirement from lessees to classify
leases as operating or finance leases. Instead of this, for lessees, the new standard presents a
unified model for the accounting treatment of all leases according to which the lessee has to
recognize an asset and liability in respect of the lease in its financial statements. Similarly,
IFRS 16 determines new and expanded disclosure requirements from those required at present.

IFRS 16 will become effective for annual periods as of January 1, 2019, with the possibility
of early adoption, so long as the Company has also early adopted IFRS 15 - Revenue from
contracts with customers. IFRS 16 includes various alternative transitional provisions, so that
companies can choose between one of the following alternatives at initial application: full
retrospective application or application (with the possibility of certain practical expedients) as
from the mandatory effective date, with an adjustment to the balance of retained earnings at
that date.

The Company is examining the effects of IFRS 16 on the financial statements with no plans
for early adoption.

IFRS 15, Revenue from Contracts with Customers ("'IFRS 15")

IFRS 15 replaces the current guidance regarding recognition of revenues and presents a new
model for recognizing revenue from contracts with customers. IFRS 15 provides two
approaches for recognizing revenue: at a point in time or over time. The model includes five
steps for analyzing transactions so as to determine when to recognize revenue and at what
amount. Furthermore, IFRS 15 provides new and more extensive disclosure requirements than
those that exist under current guidance.

IFRS 15 is applicable for annual periods beginning on or after January 1, 2018 and earlier
application is permitted. IFRS 15 includes various alternative transitional provisions, so that
companies can choose between one of the following alternatives at initial application: full
retrospective application, full retrospective application with practical expedients, or
application as from the mandatory effective date, with an adjustment to the balance of retained
earnings at that date in respect of transactions that are not yet complete.

The Company has examined the effects of applying IFRS 15, and in its opinion the effect on
the financial statements will be immaterial.



El-Sight Ltd.

Notes to the Financial Statements

Note 2 - Basis of Preparation (cont’d)

F.

©)

New standards and interpretations not yet adopted (cont’d)

IFRS 9 (2014), Financial Instruments ("'IFRS 9 (2014)")

A final version of the standard, which includes revised guidance on the classification and
measurement of financial instruments, and a new model for measuring impairment of financial
assets. This guidance is in addition to IFRS 9 (2013) which was issued in 2013.

Classification and measurement

In accordance with IFRS 9 (2014), there are three principal categories for measuring financial
assets: amortized cost, fair value through profit and loss and fair value through other
comprehensive income. The basis of classification for debt instruments is the entity’s business
model for managing financial assets and the contractual cash flow characteristics of the
financial asset. Investments in equity instruments will be measured at fair value through profit
and loss (unless the entity elected at initial recognition to present fair value changes in other
comprehensive income).

IFRS 9 (2014) requires that changes in fair value of financial liabilities designated at fair value
through profit or loss that are attributable to changes in its credit risk, should usually be
recognized in other comprehensive income.

Hedge accounting - general

Under IFRS 9 (2014), additional hedging strategies that are used for risk management will
qualify for hedge accounting. IFRS 9 (2014) replaces the present 80%-125% test for
determining hedge effectiveness, with the requirement that there be an economic relationship
between the hedged item and the hedging instrument, with no quantitative threshold. In
addition, IFRS 9 (2014) introduces new models that are alternatives to hedge accounting as
regards credit exposures and certain contracts outside the scope of IFRS 9 (2014) and sets new
principles for accounting for hedging instruments. In addition, IFRS 9 (2014) provides new
disclosure requirements.

Impairment of financial assets

IFRS 9 (2014) presents a new ‘expected credit loss’ model for calculating impairment. For
most assets, the new model presents a dual measurement approach for impairment: if the credit
risk of a financial asset has not increased significantly since its initial recognition, an
impairment provision will be recorded in the amount of the expected credit losses that result
from default events that are possible within the twelve months after the reporting date.

If the credit risk has increased significantly, in most cases the impairment provision will
increase and be recorded at the level of lifetime expected credit losses of the financial asset.

IFRS 9 (2014) is effective for annual periods beginning on or after January 1, 2018 with early
adoption being permitted. It will be applied retrospectively with some exemptions.
The Company's opinion is that the effect on the financial statements will be immaterial.

10



El-Sight Ltd.

Notes to the Financial Statements

Note 3 - Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

A

1.

Fixed assets
Recognition and measurement

Fixed asset items are measured at cost less accumulated depreciation and accumulated
impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset.

Gains and losses on disposal of a fixed asset item are determined by comparing the proceeds from
disposal with the carrying amount of the asset, and are recognized net within “other income” or
“other expenses”, as relevant, in profit or loss.

Depreciation

Depreciation is a systematic allocation of the depreciable amount of an asset over its useful life.
The depreciable amount is the cost of the asset, less its residual value.

An asset is depreciated from the date it is ready for use, meaning the date it reaches the location
and condition required for it to operate in the manner intended by management.

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives
of each part of fixed asset item, since this most closely reflects the expected pattern of
consumption of the future economic benefits embodied in the assets.

The estimated useful lives for the current and comparative periods are as follows:

Computers 3 years
Furniture and equipment 7-17 years
Motor vehicles 7 years

Leasehold improvements are depreciated over the shorter of the lease period or the useful life of
the leasehold improvement.

Depreciation methods, useful lives and residual values are reviewed at the end of each reporting
year and adjusted if appropriate.

11



El-Sight Ltd.

Notes to the Financial Statements

Note 3 - Significant Accounting Policies (cont’d)

B.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is based on
the average principle and includes expenditure incurred in acquiring the inventories and the costs incurred
in bringing them to their existing location and condition. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses.

C.

1.

D.

Employee benefits
Post-employment benefits

The Company has post-employment benefit plan for several employees. The plan is financed by
deposits with insurance companies, and they are classified as defined contribution plans and as
defined benefit plans.

@ Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays
fixed contributions into a separate entity and has no legal or constructive obligation to
pay further amounts.

Obligations for contributions to defined contribution pension plans are recognized as an
expense in profit or loss in the periods during which related services are rendered by
employees.

(b) Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution
plan.

Short term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided or upon the actual absence of the employee when the benefit is
not accumulated (such as maternity leave).

The employee benefits are classified, for measurement purposes, as short-term benefits or as other

long-term benefits depending on when the Group expects the benefits to be wholly settled.

Revenue

Revenue from the sale of goods in the ordinary course of business is measured at the fair value of the
consideration received or receivable. When the credit period is short and constitutes the accepted credit
in the industry, the future consideration is not discounted.

12



El-Sight Ltd.

Notes to the Financial Statements

Note 3 - Significant Accounting Policies (cont’d)

D. Revenue (cont'd)

Revenue is recognized when persuasive evidence exists (usually in the form of an executed sales
agreement) that the significant risks and rewards of ownership have been transferred to the buyer,
recovery of the consideration is probable, the associated costs and possible return of goods can be
estimated reliably, there is no continuing management involvement with the goods, and the amount of
revenue can be measured reliably.

Transfer of risks and rewards occurs when the goods are transferred to the customer.

E. Financial instruments

@ Non-derivative financial assets

Initial recognition of financial assets

The Company initially recognizes receivables and deposits on the date that they are created. All other
financial assets acquired in a regular way purchase, including assets designated at fair value through profit
or loss, are recognized initially on the trade date at which the Company becomes a party to the contractual
provisions of the instrument, meaning on the date the Company undertook to purchase or sell the asset.
Non-derivative financial instruments comprise, inter alia, trade and other receivables and cash and cash
equivalents.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights of the Company to the cash flows from the
asset expire, or the Company transfers the rights to receive the contractual cash flows on the financial
asset in a transaction in which substantially all the risks and rewards of ownership of the financial asset
are transferred.

2 Non-derivative financial liabilities
Non-derivative financial liabilities include convertible loan, trade and other payables.
Initial recognition of financial liabilities

Financial liabilities are recognized initially on the trade date at which the Company becomes a party to
the contract creating the obligation.

Financial liabilities are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, financial liabilities are measured at amortized cost using the effective
interest method.

Derecognition of financial liabilities
Financial liabilities are derecognized when the obligation of the Company, as specified in the agreement,
expires or when the obligation is discharged or cancelled.

13



Notes to the Financial Statements

El-Sight Ltd.

Note 4 - Cash and Cash Equivalents

In NIS
In U.S Dollars

Note 5 - Trade Receivables

Trade receivable - open accounts
Receivable checks

Note 6 — Other Current Assets

Prepaid expenses
Advances to suppliers

December 31

2016

2015

2014

$ thousands

$ thousands

$ thousands

7 1 1

- 4 91

7 5 92
December 31

2016 2015 2014

$ thousands

$ thousands

$ thousands

65 45 131
14 7 2
79 52 133
December 31
2016 2015 2014
$ thousands

$ thousands

$ thousands

1 3 3
36 4 67
7 70

37




Notes to the Financial Statements

El-Sight Ltd.

Note 7 - Fixed Assets

Balance as at January 1, 2015

Additions
Balance as at December 31, 2015

Additions
Disposals
Balance as at December 31, 2016

Depreciation
Balance as at January 1, 2015

Additions
Balance as at December 31, 2015

Additions

Disposals
Balance as at December 31, 2016

Carrying amounts
As at January 1, 2015

As at December 31, 2015

As at December 31, 2016

Office Installations
Motor furniture and and leasehold
Computers vehicles equipment  improvements Total
USD thousands
51 34 51 35 172
12 - 3 1 16
63 34 54 36 188
3 - 1 - 4
- (29) - - (29)
66 5 55 36 163
(42) ©) (18) (14) (83)
(8) ®) (5) (2) (20)
(50) (14) (23) (16) (103)
(7) (2) 4) 2) (15)
- 14 - - 14
(57) 2 (27) (18) (104)
9 25 33 21 89
13 20 31 20 85
9 3 28 18 59

15



El-Sight Ltd.

Notes to the Financial Statements

Note 8 — Loans and Credit from Banks
December 31

Current liabilities

2016

2015

2014

$ thousands

$ thousands

$ thousands

Bank overdraft 19 25 6
Short-term bank loans 10 103 108
Current maturities of long term loan 81 52 -

110 180 114
Non-current liabilities
Long-term loans, net of current maturities 65 97 -

175 277 114

Note 9 — Trade Payables
December 31
2016 2015 2014

$ thousands

$ thousands

$ thousands

Trade payables - open accounts 284 284 175
Notes payable 53 8 58
337 292 233
Note 10 - Other Payables
December 31
2016 2015 2014

$ thousands

$ thousands

$ thousands

Government institutions 12 11 29
Employees and related benefits 87 75 71
Shareholders (1) 622 563 425
Advances from customers 35 43 108
Other payables and accrued expenses 17 28 18

773 720 651

Q) On March 8, 2011, the Company entered into a Share Purchase Agreement (“SPA”) with an
investor. According to the SPA, the Investors received 4,445 Preferred A shares of ILS 1 par
value each against a total investment in the Company of USD 450 thousand.

16



El-Sight Ltd.

Notes to the Financial Statements

Note 10 - Other Payables (cont'd)
@ (cont'd)

Among the other rights of the Preferred A Shares, under the SPA, as amended by an agreement
dated December 13, 2016, upon an IPO or other public listing of the Company, all Preferred A
Shares shall be converted into Ordinary Shares, and the investor shall be entitled to a payment of
USD 400 thousand from the proceeds of the IPO or listing in cash or shares, as soon as practical
after the listing. It is clarified that such entitlement shall not arise in case no IPO is consummate.
The total balance with shareholders includes the invested amounts as noted above, along with
credit from other shareholders.

Note 11 — Convertible Loans

The Company received from Learnicon, LLC. the holder of preferred A shares, several loans that are
valued (together with interest thereupon) as at December 31, 2016, at six hundred and fifty thousand
dollars (USD 650 thousands). The loans are payable December 31, 2019 (hereinafter the “Maturity
Date”). The Company pays interest on any outstanding amounts of the loan at a rate per annum equal to
5%, compounded annually and accrued daily, payable denominated in USD and payable at any time, in
one or more installments. The Company has the right to pay the loan at any time prior to the Maturity
Date without penalty. Until the end of 2016 it was agreed that the loans are convertible at the best terms
given in any investment transaction but at the end of 2016 the agreement was amended, and accordingly
unless an IPO in Australia takes place, after the Maturity Date while any portion of the loan remains
outstanding, the lender at its sole discretion shall have the right to convert the outstanding loan into
ordinary shares of the Company at a price per share representing a pre-money valuation of Company of
USD 5 million.

Note 12 — Liabilities for Employees’ Severance Benefits, Net

December 31

2016 2015 2014

$ thousands $ thousands $ thousands

Accrued severance pay 42 42 38
Severance pay fund (6) (10) (6)
36 32 32

Note 13 - Commitments, Contingent Liabilities and Liens

The Company had a disputed debt with a certain vendor, who provided the Company certain products in
the total amount of USD 214 thousand. Both sides reached an agreement under which no later than July
1, 2017, the Company will pay 75% of the Debt (USD 160 thousand) as satisfaction of the Debt. The
Company provided for such amount in December 31, 2015.

17



Notes to the Financial Statements

El-Sight Ltd.

Note 14 - Share Capital and Reserves

Share capital — composition

Ordinary shares of NIS 1 par value

Ordinary shares of NIS 1 par value

Note 15 - Revenues

Local
Export

Number of shares
Authorized Issued and paid

December 31, 2016

35,486 20,000

Number of shares

Authorized Issued and paid

December 31, 2015 and 2014

35,486 19,506

Year ended December 31

2016 2015 2014
$ thousands $ thousands $ thousands
642 211 537
290 501 418
932 712 955

Note 16 - Sales, General and Administrative Expenses

Salaries and related expenses
Advertising and marketing
Exhibits and travel abroad

Office rent, maintenance and communication

Depreciation
Professional services
Others

Year ended December 31

2016 2015 2014

$ thousands $ thousands $ thousands
452 575 549

29 16 7

4 42 14

73 90 84

16 20 24

51 31 27

36 68 61

661 842 766

18



El-Sight Ltd.

Notes to the Financial Statements

Note 17 - Financial Expenses
Year ended December 31

2016 2015 2014

$ thousands $ thousands $ thousands

Interest and bank fees 40 35 29
Exchange rate differences 2 - 15
Related parties interest 39 28 26
81 63 70

Note 18 - Income Tax
Corporate tax rate

@ Presented hereunder are the tax rates relevant to the Company:

2014 - 26.5%
2015 - 26.5%
2016 - 25%

2 On December 29, 2016 the Economic Efficiency Law (Legislative Amendments to Achieve
Budget Targets in 2017 and 2018), -2016 was published in the official gazette, which determined
that the corporate tax rate will be reduced from 25% to 24% in 2017 on revenue generated or
earned from January 1, 2017, and will continue to be reduced to 23% in 2018 and thereafter on
revenue generated or earned from January 1, 2018.

3 According to various amendments to the Income Tax Ordinance (New Version) — 1961, IFRS

shall not apply when determining the taxable income for the 2007 through 2013 tax years even if
IFRS was applied when preparing the financial statements.

Tax rate reconciliation

In 2016 the main reconciling item from the statutory tax rate of the Company (25%, representing a
theoretical tax expense of approximately USD 25 thousand) to the effective tax rate (0%) is the use of
carry forward tax losses for which deferred tax assets were not created to offset income in 2016. In 2015
and 2014, the main reconciling item from the statutory tax rate of the Company (26.5%, representing
theoretical tax benefit of approximately USD 122 thousand and USD 79 thousand, respectively) to the
effective tax rate (0%) is due to the fact that the Company did not recognize deferred taxes in respect of
such carry forward tax losses.

Tax losses
As at December 31, 2016 the Company has carryforward tax losses of approximately $1 million. The

Company did not create deferred tax assets against such loss, as it does not foresee utilization of such
losses in the near future.

19



El-Sight Ltd.

Notes to the Financial Statements

Note 19 — Earning Per Share

Basic earnings per share
For the year ended December 31

2016 2015 2014
Profit for the year ($ thousands) 98 (462) (298)
Number of Issued ordinary shares
(In NIS; 1 NIS par value) 20,000 19,506 19,506
Basic earnings per ordinary share (in US$) 5 (24) (15)

Note 20 - Financial Instruments
A. Overview

The Company has exposure to the following risks from its use of financial instruments:

. Credit risk
° Liquidity risk
) Market risk

This note presents quantitative and qualitative information about the Company’s exposure to each of the
above risks, and the Company’s objectives, policies and processes for measuring and managing risk.
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s
risk management framework.

B. Credit risk
The Company’s revenues are derived from sales to customers mainly in Israel and South Africa. The
Company’s Management regularly monitors the customers’ balances and includes, when necessary,

specific provisions for doubtful debts in the financial statements that adequately reflect, in the opinion of
management, the loss inherent in debts the collection of which is doubtful.

20



El-Sight Ltd.

Notes to the Financial Statements

Note 20 - Financial Instruments (cont’d)
B. Credit risk (cont’d)

1. Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure

to credit risk at the reporting dates was:
December 31

2016 2015 2014
Carrying amount

$ thousands $ thousands $ thousands

Cash and cash equivalents 7 5 92
Short-term deposits 34 34 -
Trade accounts receivable 79 52 133
Other accounts receivable 37 7 70
157 98 295

The aforementioned balances are presented under the items of cash and cash equivalents, deposits, trade
receivables and other receivables.

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region

Wwas:
December 31
2016 2015 2014
Carrying amount
$ thousands $ thousands $ thousands
Israel 74 49 126
Other countries 5 3 7
79 52 133

Principal customers of the Company at the reporting date:

December 31

2016 2015 2014

Carrying amount
$ thousands $ thousands $ thousands
Customer A 3 3 3
Customer B 4 4 35
Customer C 27 3 2
34 10 40

21



Notes to the Financial Statements

El-Sight Ltd.

Note 20 - Financial Instruments (cont’d)

C. Liquidity risk

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without

incurring unacceptable losses or risking damage to the Company’s reputation.

The following are the contractual maturities of financial liabilities based on the actual rates at the reporting

date excluding interest payments:

December 31, 2016

Loans and credit from banks
Trade payables
Other payables

Loans and credit from banks
Trade payables
Other payables

Loans and credit from banks
Trade payables
Other payables

Carrying Contractual Less than More than
amount cash flows 12 months 1-2 years 2 years
$ thousands
175 175 110 30 35
337 337 337 - -
773 773 773 - -
1,285 1,285 1,220 30 35
December 31, 2015
Carrying Contractual Less than More than
amount cash flows 12 months 1-2 years 2 years
$ thousands
277 277 180 37 60
292 292 292 - -
720 720 720 - -
1,289 1,289 1,191 37 60
December 31, 2014
Carrying Contractual Less than More than
amount cash flows 12 months 1-2 years 2 years
$ thousands
114 114 114 - -
233 233 233 - -
651 651 651 - -
998 998 998
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El-Sight Ltd.

Notes to the Financial Statements

Note 20 - Financial Instruments (cont'd)
D. Market risk
Market risk is the risk that changes in market prices, mainly foreign exchange rates, will affect the
Company’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while
optimizing the return.

Foreign currency risk

The exposure to foreign currency risk
The Company’s exposure to foreign currency risk was as follows based on notional amounts:

December 31, 2016

NIS U.S. Dollar Total
$ thousands
Current assets:
Cash and cash equivalents 7 - 7
Short-term deposits 34 - 34
Trade and other receivables 106 10 116
Current liabilities:
Liabilities to others (110) - (110)
Trade payables (169) (168) (337)
Other payables (773) - (773)
Convertible loan - (667) (667)
Non-current liabilities:
Liabilities to others (65) - (65)
(970) (825) (1,795)
December 31, 2015
NIS U.S. Dollar Total
$ thousands
Current assets:
Cash and cash equivalents 1 4 5
Short-term deposits 34 - 34
Trade and other receivables 56 3 59
Current liabilities:
Liabilities to others (180) - (180)
Trade payables (95) (297) (292)
Other payables (720) - (720)
Convertible loan - (635) (635)
Non-current liabilities:
Liabilities to others 97) 97)
(1,001) (825) (1,826)
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Notes to the Financial Statements

El-Sight Ltd.

Note 20 - Financial Instruments (cont'd)

D. Market risk (cont’d)

Foreign Currency risk (cont’d)

December 31, 2014

Current assets:
Cash and cash equivalents
Trade and other receivables

Current liabilities:
Liabilities to others
Trade payables
Other payables
Convertible loan

NIS U.S. Dollar Total

$ thousands
1 91 92
196 7 203
(114) - (114)
(174) (59) (233)
(651) - (651)
- (509) (509)
(742) (470) (1,212)

Information regarding significant exchange rates:

1 U.S. Dollar

Information regarding significant changes exchange rates:

1 U.S. Dollar

Year ended December 31

2016 2015 2014
Rate of change
NIS
3.845 3.902 3.889

Year ended December 31

2016 2015 2014

Rate of change

%

(1.46) 0.33 12.04

24



Notes to the Financial Statements

El-Sight Ltd.

Note 21 - Balances and Transactions with Related and Interested Parties

Details of transactions with related and interested parties are presented below:

December 31
2016

December 31
2015

December 31
2014

$ thousands

$ thousands

$ thousands

Revenues 15 46 23
Trade receivables 66 64 62
Trade payables - - (21)

66 64 41
Balances with shareholders 1,059 1,008 772
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