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Chapter 3

The Bonds have not been registered with the Financial Conduct Authority (the "FCA"), and are
not being offered in the UK. The FCA did not approve or disapproved of these Bonds or
determined if this Prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

You should rely only on information contained in this Prospectus and the documents we
incorporate by reference into this Prospectus. We have not authorized anyone to provide you with
information that is different. You should not assume that the information in this Prospectus is
accurate as of any date other than the date on the front of this Prospectus or that any document
that we incorporated by reference in this Prospectus is accurate as of any date other than its
filing date. You should not consider this Prospectus to be an offer or solicitation relating to the
Bonds in any jurisdiction in which such an offer or solicitation relating to the Bonds is not
authorized. Furthermore, you should not consider this Prospectus to be an offer or solicitation
relating to the Bonds if the person making the offer or solicitation is not qualified to do so, or if it
is unlawful for you to receive such an offer or solicitation.

You should read and consider the information in the documents that we have referred you to in
"Incorporation of Certain Information by Reference in Section 3.10 of this Prospectus and
"Where You Can Find Additional Information” in Section 3.11 of this Prospectus before
investing in our Bonds. The information incorporated by reference is considered to be part of this
Prospectus.

Unless otherwise indicated, in this Prospectus, the "Company", "Matomy", "we", "us" or "our",
refer to Matomy Media Group Ltd. and the term "Group" refers to Matomy and its subsidiaries.

The financial data presented in this Chapter 3 with respect to Team Internet AG ("Team
Internet”) and MobFox, Matomy's mobile data driven business unit ("MobFox") is unaudited
and unreviewed financial data. However, the financial data was prepared in accordance with US
GAAP (other than end of year adjustments).

Forward Looking Statements

This document includes forward-looking statements. These forward-looking statements involve
known and unknown risks and uncertainties, many of which are beyond Matomy’s control and all
of which are based on Matomy’s current beliefs and expectations about future events. Forward-
looking statements are sometimes identified by the use of forward-looking terminology such as

’

“believe”’, “‘expects’’, ‘“‘may’’, “‘will”’, ‘“‘could’’, “‘should’’, ‘‘shall’’, “‘risk’’, ‘‘intends’’,
“estimates’’, ‘‘aims’’, “‘plans’’, ‘‘predicts’’, ‘‘continues’’, “‘assumes’’, ‘‘positioned’’ or
“anticipates’’ or the negative thereof, other variations thereon or comparable terminology.
Factors that might cause such a difference include, but are not limited to, those discussed in the
Sections entitled "Risk Factors", Prospectus Summary" and elsewhere in this Prospectus.
Readers are cautioned not to place undue reliance on these forwarded-looking statements, which
reflect management's beliefs, assumptions and expectations of our future operations and
economic performance, taking into account currently available information. In addition, readers
should carefully review the other information in this Prospectus and in the Company's periodic
reports and other documents filed by us from time to time. We do not undertake any obligation to
update any forward-looking statements, whether as a result of new information, future events or
otherwise, except as may be required under applicable securities laws and regulations.



3.1 Prospectus Summary

You should read the following summary together with the more detailed information regarding
the Company and the Bonds being hereby, including the risks discussed under the heading "Risk
Factors", contained in this Prospectus. You should also read carefully the consolidated financial
statements and notes thereto and the other information about the Company that is incorporated
by reference in this Prospectus including Company s annual report for the year ended December
31, 2016 and Company's 2017 interim report' for the period ended June 30, 2017, which are
incorporated by reference into this Prospectus.

3.1.1 OQur Company

General

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

Our ordinary shares, nominal value NIS 0.01, are currently listed on the High Growth Segment
("HGS") of the London Stock Exchange main market and on the Tel Aviv Stock Exchange Ltd.
("TASE").

Established in 2006, Matomy is a global media company with a portfolio of superior data-driven
platforms for mobile, video, domain and email advertising that empower advertisers and media
partners to meet and surpass their evolving growth-driven goals. Matomy is based in Israel and
has offices in the United States, Europe and Asia Pacific.

Matomy manages and optimizes its customers’ digital marketing campaigns on its different
proprietary programmatic platforms. These technologies combine proprietary, open-source and
customized third-party software solutions with Matomy’s extensive industry and operational
know-how, refined over ten years of operational experience and research and development
Matomy's different proprietary programmatic platforms continuously records and analyses
consumer responses to digital marketing campaigns, allowing Matomy to refine the campaigns
and optimize their performance.

With this large and diversified network of digital media source relationships, Matomy reduces
potential dependency on any one digital media source and can thereby give its customers broad
reach, liquidity and choice. These digital media sources collaborate with Matomy because
Matomy helps them monetize their digital media and shares its revenues with them.

Matomy believes its coverage of multiple media channels, with a strong focus around
programmatic advertising, enables it to serve the strong demand for simplicity and efficiency in
the fragmented digital advertising market. Consumers are spending increasing amounts of time on
multiple digital devices, which creates challenges for Matomy’s customers to reach potential
consumers at the right time and the right place, to maximize advertising engagement and return of
investment.

I'A copy of the review letter provided by our independent auditors in connection with the financial review of the
Interim results for the period ending on June 30, 2017 has been attached to our announcement published on December
28,2017 (reference 2017-02-119152).
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Matomy operates in the following fields:
Domains

Team Internet, established in 2010, offers a data-driven platform for domain (URL) owners and
advertisers to serve relevant ads based on the user’s internet of search. Team Internet is a market
leader in the domains monetization industry. In 2014, we acquired a controlling stake (70%) in
Team Internet, and on January 2017 we completed the purchase of additional 10% of Team
Internet shares from its minority shareholders by exercising the first of (out of three) options we
were granted (for 10% each) to transfer their shares to us. For further information see the
Company's announcement dated January 13, 2017 (reference 2017-02-006129).

Team Internet's activity consists of three core profitable and attractive businesses based on
proprietary technologies:

e ParkingCrew, monetization services to website owners;

e TONIC (fka: DNTX), a digital advertising demand and supply, self-service ad network
platform for desktop and mobile traffic sources;

e Buyname, a domain registration engine which also manages Team Internet's own
portfolio of websites, which is one of largest independent portfolios.

Team Internet's underlying proprietary ad delivery engines serve semantically relevant ads to
approximately 2 billion monthly visitors across approximately 145 million websites, generating
more than 100 million paid clicks per month.

Based on the expected results of Team Internet for 2017 the Company expects an accretion of
redeemable non-controlling interest of approximately $10 million for the six-month period ended
December 31, 2017. This amount is attributable to the “redeemable non-controlling”, and is
recorded in the Company’s financial statements under the mezzanine equity provision, which is
separate from permanent equity, on the consolidated balance sheets and measured at each
reporting period at the higher of their redemption amount (the value of the purchase price) or the
non-controlling interest book value.

For summary of selected financial data of Team Internet for the six-month period ended in June
30, 2017 and June 30, 2016 and for the twelve month period ended December 31, 2016 and 31
December, 2015, see Section 3.2.1 below.

Mobile

Matomy’s mobile offering includes platforms for the selling (supply) and buying (demand) of
advertising media.

The preferred platform for programmatic in-app advertising, Mobfox’s supply side platform
(SSP) and Exchange provide app developers and publishers advanced tools to maximize their
advertising revenue. Supporting all major ad formats including video, native, rich media, and
display, the Mobfox platform connects over 175 diversified and global demand sources with more
than 30,000 registered developers and publishers.

The myDSP data-driven, self-serve demand side platform offers media buyers' tools to maximize
mobile advertising reach and results, while providing full transparency, custom automation, and
direct access to Mobfox and other leading SSPs (Supply Side Platforms).
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Both Mobfox and myDSP leverage anonymized user data for improved audience targeting,
thereby enhancing advertising ROI for demand partners, and improving monetization for supply
partners. Matomy acquired the Mobfox activity in 2014

Selected Mobile Financial Data (U.S. dollars in thousands)

The following financial information has been derived from the applicable Company's
consolidated financial statements to present the financial results of the activity associated with
Mobfox.

Mobfox selected financial data

(unaudited, unreviewed) H12017 | H22016 | H12016 | H22015 | H12015
Revenue 25,030 27,833 14,308 12,879 5,029
Adjusted gross profit* 6,804 7,193 3,259 2,832 991
Adjusted gross margin** 27.2% 25.8% 22.8% 22.0% 19.7%
Adjusted EBITDA*** 1,638 2,587 (567) 589 160

* Adjusted gross profit is a non-GAAP financial measure that Matomy defines as revenues less direct media costs, which are the
direct costs associated with the purchase of digital media, including: payments for digital media based on the revenues Matomy
generates from its customers on a revenue-sharing basis; payments for digital media on a non-revenue-sharing basis (CPC or CPM);
and serving fees for third-party platforms..

** Adjusted gross margin is a non-GAAP financial measure that Matomy defines as the percentage of revenues represented by
adjusted gross profit.

***Adjusted EBITDA is a non GAAP financial measure that Matomy defines as net income before taxes on income, financial
expenses (income), net, equity losses of affiliated companies, net, depreciation and amortisation, share-based compensation expenses
and exceptional items.

Video

Optimatic, acquired by Matomy in 2015, is a programmatic supply side platform for video
advertising. The proprietary platform enables publishers to maximize their video advertising
revenues using advanced yield management and latency reduction technology.

Email
WhiteDelivery’s data-driven email platform offers leading advertising solutions with

approximately 150 million opt-in consumers and delivering millions of emails per day. Matomy
acquired WhiteDelivery in 2013.
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3.2 Selected Financial Data for Team Internet

In order to provide the financial information on Team Internet as a standalone financial unit, without giving effect to the purchase price
allocations at the Group level, the Summary Financial Data of Team Internet presented below does not include goodwill and intangible assets
resulting from Team Internet’s acquisition in accordance with [ASU 2014-17 Business Combinations (Topic 805), Pushdown Accounting

3.2.1 Summary Team Internet financial Data (U.S. dollars in thousands)

June30,2017 ~  December3l,

: 2016
(unaudited) audited)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents 12,408 5,048
Trade receivables 9,147 6,068
Domains ) 9,965
Other receivables and prepaid expenses 1,073 1,288
Total current assets 22,628 22,369
LONG-TERM ASSETS:
Property and equipment, net 592 590
Other long-term assets 65 36
Domains 10,931 -

1,883 1,887

Investment in affiliated companies
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June30,2017 ~  December3l

: 2016
(unaudited) (audited)

Other intangible assets, net 1,770 2,281
Total long-term assets 15,241 4,794
Total assets 37.869 27,163
CURRENT LIABILITIES:
Short-term bank credit and current maturities of bank loan 909 840
Trade payables 8,732 5,492
Accrued expenses and other liabilities 5,105 2,669
Total current liabilities 14,746 9.001
LONG-TERM LIABILITIES:
Deferred tax liability 277 275
Accrued expenses and other liabilities 661 288
Bank loan 2,476 2,707
Total long-term liabilities 3.414 3,270
SHAREHOLDERS EQUITY 19,709 14,892
Total liabilities and equity 37.869 27,163

Team Internet liquidity and cash flows:




7->

Six month Year ended
period ended December 31,
June 30, 2017 2016
Cash flows from operating activities:
Net income 6,832 8,407
Increase in domains held for sale ) (4.151)
Other adjustments? to reconcile net income to net cash provided by
operating activities 4,138 (396)
Net cash provided by operating activities 10,970 3.860
Cash flows from investing activities:
Purchase of property and equipment (5) (425)
Capitalization of research and development costs (246) (547)
Sale of Domains 114 i
Purchase of domains (1,002) i

Net cash used in investing activities

2 Before share-based compensation expenses and any exceptional items.



Cash flows from financing activities:

Receipt of bank loans
Repayment of bank loans

Dividend paid

Net cash used in financing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

8-2

(1,139) (972)
i 3,021
(455) (513)
(2,016) (5,702)
(2,471) (3,194)
7,360 (306)
5,048 5,354
12,408 5,048

Team Internet - Income information

6 month period ended

12 month period ended
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December 31, December 31,
June 30, 2017 June 30, 2016 2016 2015
Revenue 51,673 30,636 63,280 54,265
Change % 68.6% 20.3% 16.6% 23.1%
Adjusted gross profit* 15,215 9,502 19,296 14,700
*Adjusted gross margin** 29.4% 31.0% 30.5% 27.1%
EBITDA 11,539 7,149 14,162 10,293
% of Income 22.3% 23.3% 22.4% 19.0%
Net profit 6,832 4,155 8,407 6,344

* Adjusted gross profit is a non-GAAP financial measure that Matomy defines as revenues less direct media costs, which are the direct costs associated with the purchase of digital media,
including: payments for digital media based on the revenues Matomy generates from its customers on a revenue-sharing basis; payments for digital media on a non-revenue-sharing basis (CPC or
CPM); and serving fees for third-party platforms..

** Adjusted gross margin is a non-GAAP financial measure that Matomy defines as the percentage of revenues represented by adjusted gross profit.
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Recent Developments

On January 9, 2018, Matomy announced the appointment of Mr. Liam Galin to succeed
Sagi Niri as Matomy's Chief Executive Officer with immediate effect. For additional
information see Company's report filed with the ISA on January 9, 2018 (reference 2017-
02-002754).

As announced on December 28, 2017, Matomy reached an agreement for the purchase of
100% of Team Internet, management transition, on-going distribution of excess liquidity
(the "Agreement"). For additional information see Company's report filed with the ISA on
December 28, 2017 (reference 2017-02-119152). The Company is currently evaluating the
implication of the Agreement on the Company's financial results.

In accordance with the calculation set out in the Team Internet Framework Agreement as
describe in Section 14.5 and 15.1 of the Additional Information Section of the Company's
IPO Prospectus, the total consideration for the Second Sale Exit (as defined in the Team
Internet Framework Agreement) is EUR 18.2 Million, which is due in two installments: (i)
the first in the sum of EUR 10 million to be paid no later than February 8, 2018; and (ii) the
second in sum of EUR 8.2 million to be paid no later than March 15, 2018.

The consideration for the Third Sale Exit (as defined in the Team Internet Framework
Agreement) is due no later than November 30, 2018 according to the formula set out in the
Team Internet Framework Agreement, except that in a deviation from the Team Internet
Framework Agreement, for the purposes of calculating the Third Sale Exit option, Team
Internet's EBITDA will include a 10% premium.

The strategic change that the Company has adopted and focus on core activities have and

are yielding many business opportunities, such as:

o Increased business opportunities for Team Internet, also involving large publishers, which
is expected to generate revenues in 2018.

® Mobfox has completed its integration with Factual Inc., the neutral data company making
location data more accessible By implementing Factual's Geopulse Audience targeting
capabilities, MobFox is able to provide DSP partners with advanced mobile targeting
method, using location-based data which insures the targeting of an effective audience
for both mobile advertisers and publishers.

e Sale of a minority equity interest in Adperio Holding Company, LLC. to an unrelated
third party for a total consideration of approximately US$2 million.

Following recent changes in the business and industry, the Company determined that
certain indicators of potential impairment existed, which triggered goodwill impairment
analysis for its reporting units and intangible assets.

The Company is in the process of performing such an analysis and based on indicative
impairment test as of December 2017, using the below assumptions and the estimated
annual results of 2017, the Company expects to record an estimate impairment charge with
respect to its goodwill and intangible assets of approximately $15 million in the second
half 2017. The projected impairment charge is preliminary and could change after the
finalization and approval of the annual results for 2017 and the Company's cash flow
projections (as further detailed below).
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The Company used the following assumptions in its preliminary analysis:

Reporting Unit* Domain Monetization Mobile Non-core
Terminal growth rate 3% 3% 3%
Discount rate (post tax) 15% 15% 15%
- (WACC)

*For goodwill impairment test, the Company utilizes cash flow projections for a five-year period based on
management forecasts, with a terminal value which represents the value of the reporting unit beyond the five-
year projection period.

Discount rates used consider the Company’s estimated weighted average cost of capital associated with cash
flow projections to approximate the weighted average cost of capital of a comparable market participant.

Due to the above factors, actual cash flows and values could vary from forecasted future cash flows and related
values derived using discounting techniques.

The information relating to the "Going concern" disclosure included within the interim
financial statements for the period ending on June 30, 2017 (the "H1 Report") is hereby
incorporated by reference and considered to be part of this Prospectus. In December 2017,
principal shareholders renewed the support they provided in connection with H1 Report
regarding their consent to provide sufficient funding, if necessary. In addition, the
Company adopted a contingency plan, to be effected, in whole or in part, at its discretion,
to provide additional liquidity to allow the Company to meet its cash obligations, all to the
extent required.

3.3 The Offering

The following offering terms are subject to the information that will be set forth in the
Complementary Notice that we will publish:

Issuer:

Matomy Media Group Ltd.

Securities Offered:

Up to NIS [ ] aggregate principal amount of
convertible bonds.

Denomination:

The Bonds will be issued in NIS units, each in the
principal amount of NIS 1.00.

Minimum Offering Price:

NIS 1,000 per each unit in the principal amount of
NIS[__ T

Maturity Date:

The principal amount of the Bonds will be paid in
three (3) consecutive annual installments, on
December 31 of each of the years 2019 -2021.

Interest Rate:

[ 1%

Interest Payment Dates:

Interest on the outstanding principal of the Bonds will
be paid on June 30 and December 31 of each of the
years 2018-2021.




12->

Conversion Rights:

The Bonds will be convertible at the option of the
bondholders during the Conversion Period into
ordinary shares of the Company. See Section 7 in
appendix 2.1 of the Indenture (Deed of Trust).

Conversion Price:

[ 1, subject to customary adjustment provision. See
Section 7 in appendix 2.1 of the Indenture (Deed of
Trust).

Conversion Period:

The period commencing 30 days after the Bonds have
been listed on TASE and ending 10 days prior to the
last principal payment of the Bonds. See Section 7 of
appendix 2.1 of the Indenture (Deed of Trust).

Linkage: Not applicable.
Security: The Bonds will be unsecured.
Mandatory Redemption: The Bonds will be redeemed by the Company in

specific events. See Section 7 to the Indenture (Deed
of Trust).

Restriction on the Issuer:

See Section 5 to the Indenture (Deed of Trust).

Events of Default:

See Section 8.1 to the Indenture (Deed of Trust).

Listing: The TASE provided its approval in principle to list the
Bonds on the TASE [To be received]

Rating: The Bonds are not ranked.

Trustee: Reznik Paz Nevo Trusts Ltd.

Governing Law and Jurisdiction:

Israeli law and competent courts located in Tel Aviv-
Jaffa, Israel.
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3.4 Selected Consolidated Financial Data (U.S. dollars in thousands)

You should read this selected financial data in conjunction with, and it is qualified in its entirety
by, reference to our historical financial and other information incorporated by reference to this
Prospectus and our consolidated financial statements and related notes. The historical results set
forth below are not necessarily indicative of the results to be expected in future periods.



ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Trade receivables

Domains

Receivables on account of sale of activity

Other receivables and prepaid expenses

Total current assets

LONG-TERM ASSETS:

Property and equipment, net
Other long-term assets

Deferred tax assets

Domains
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June 30,2017

(unaudited)

20,800

47,762

5,642

6,764

8,718

206

10,932

December 31,
2016

(audited)

21,671
54,900

9,965

9,032

398

December 31,
2015

(audited)

27,271
58,168

5,814

4,861
317

3,609
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June 30, 2017 Deceber 3. = Decemoer 3. =
(unaudited) (audited) gamd )

Investment in affiliated companies 1,954 1,957 2,017
Other intangible assets, net 16,518 36,577 50,342
Goodwill 92,355 97,015 96,643
Total long-term assets 130.683 144.979 157,789
Total assets 211.651 237.017 252,880
CURRENT LIABILITIES:

Short-term bank credit and current maturities of bank loan 22.770 8,960 6,382
Trade payables 38,380 43,982 49,165
Accrued expenses and other liabilities 8,490 4,964 7,823
Contingent payment obligation related to acquisitions 2.852 7,166 6,123
Employees and payroll accrual 5711 4,953 3,870

Redeemable ST 13,776
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June 30,2017 —‘Dece;‘];’f;r = —’Decef(l,?gr =
(unaudited) [almd) iamdl

Total current liabilities 78,203 83.801 73,363
LONG-TERM LIABILITIES:
Deferred tax liability 4,720 11,148 15,597
Contingent payment obligation related to acquisitions 3,735 10,192 11,968
Accrued expenses and other liabilities 1,096 821 1,030
Bank loan 5,351 6,661 7,357
Total long-term liabilities 14,902 28.822 35,952
REDEEMABLE NON-CONTROLLING INTEREST 31219 23,690 35,365
EQUITY:
Matomy shareholders' equity:
Ordinary shares 249 247 240
Additional paid-in capital 96,479 101,066 96,837

Accumulated other comprehensive income (loss) (3,170) (3,174) (3,174)



Retained earnings

Treasury shares

Total Matomy shareholders' equity

Non-controlling interests

Total equity

Total liabilities and equity

REVENUES

Cost of revenues

Gross profit

Operating expenses
Research and development
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June30,2017 ~  Decemberdl,

(unaudited) (aﬁd)
] 8,795

(6,231) (6,231)
87.327 100.703
87327 100,703
211,651 237.017
141,020 276,631
110,828 219,781
30,192 56,850

December 31,

2015
(audited)

20,528

(6,231)

108,200

108,200

252,880

270,976

208,696

62,280
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June 30. 2017 Decezntllll)zr 31, Dece;l(l)ll)gr 31,
(unaudited) (audited) (audited)
6,637 12,624 7,871

Selling and marketing 15,581 30,630 26,210
General and administrative 7751 14,882 16,083
Impairment, net of change in fair value of contingent consideration 8.705 - -
Restructuring costs 574 - -
Gain from sale of activity (913) . ;
Total operating expenses

38335 58,136 50.164
Operating (loss) income (8,143) (1,286) 12,116
Other expenses (income)
Financial expenses, net 1,188 2,057 2,179
Income (loss) before taxes on income (9,331) (3,343) 9,937

Taxes on income (2,885) 4,689 2,681
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June 30. 2017 Decezntllll)zr 31, Dece;l(l)ll)gr 31,
(unaudited) (audited) (audited)

Gain on remeasurement to fair value and equity gains (equity losses and

impairment) of affiliated companies, net 3) (73) (24)

Net (loss) income (6.449) (8.105) 7232

Net loss attributable to other non-controlling interests ) ) )

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

subsidiaries (337) (487) (545)

Net income attributable to Matomy (6,786) (8,592) 6,689
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LIQUIDITY AND CASH FLOWS

Six month Year ended Year ended
period ended December 31, December 31,
June 30, 2017 2016 2015
(unaudited) (audited) (audited)
Cash flows from operating activities:
Net (loss) income (6,449) (8,105) 7232
Adjustments to reconcile net income (loss) to net cash provided by (used
in) operating activities:
Depreciation and amortization 8,064 16,511 12,621
Stock-based compensation 852 1,854 850
Impairment of intangible assets 14,38 396 )
Gain from sale of activity 913) i )
Deferred tax, net (6.428) (1,039) (2.226)
Change in accrued interest and effect of foreign exchange differences on
long term loans 330 (266) (83)
Equity losses of affiliated companies, net 3 73 24
Decrease in trade receivables 7,382 3,268 4,985
Increase in domains held for sale i (4.151) (3,786)

Increase (decrease) in other receivables and prepaid expenses (1,081) (1.664) 794



Decrease (increase) in other assets
Decrease in trade payables

Decrease in fair value of contingent payment obligation related to
acquisitions

Accretion of contingent payment obligation related to acquisitions
Increase in employees and payroll accrual

Increase (decrease) in accrued expenses and other liabilities
Decrease in contingent payment obligation Fair value

Loss from Disposal of PP&E

Gain from sale of domains

Other

Net cash provided by (used in) operating activities

Cash flows from investing activities:

Purchase of property and equipment

21-

Six month

period ended
June 30, 2017

(unaudited)

(5,602)

232
758
992

(5,533)

75
(79)

(232)

6,609

(167)

Year ended
December 31,
2016

(audited)
(82)

(5,183)

(821)
712
516

(2,243)

55

(169)

(1,653)

Year ended
December 31,
2015

(audited)

11

(1,552)

122
619

(883)

4)

18,724

(1,055)



Capitalization of research and development costs
Sale of Domains

Purchase of domains

Acquisition of technology and database

Acquisition of advertiser list

Acquisition of Avenlo Media Group

Acquisition of Optimatic Media, net of cash acquired
Repayment of loan from affiliate

Bank deposits

Net cash used in investing activities
Short-term bank credit, net

Receipt of bank loans

Repayment of bank loans

Expenses related to [PO

Additional payments related to previous acquisitions
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Six month

period ended
June 30, 2017

(unaudited)
(1,858)
114

(1,002)

(2,913)
14,505
2,000

(4,335)

Year ended
December 31,
2016

(audited)

(5,106)

(6,917)
2,093
7,021

(6,966)

Year ended
December 31,
2015

(audited)

(2,195)

(164)
(2,666)
(5,570)

(17,896)

88

(58)

(29,516)

1,330

(6,625)

(139)
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Six month Year ended Year ended
period ended December 31, December 31,
June 30, 2017 2016 2015
(unaudited) (audited) (audited)
(2,660) (624) (1,611)

Acquisition of redeemable and non-redeemable non-controlling interest (10,994) (565) (1,328)
Dividend paid to redeemable non-controlling interest (3.491) (1.863) (2.741)
Exercise of options 454 2,382 1,196
Net cash provided by (used in) financing activities (4,521) 1,478 (9,918)
Effect of exchange rate differences on cash (46) ] )
Decrease in cash and cash equivalents (871) (5,600) (20,717)
Cash and cash equivalents at beginning of period 21,671 27.271 47,988
Cash and cash equivalents at end of period 20.800 21,671 27,271




3.5 Risk Factors

Investing in the Company's Bonds involves significant risk and uncertainty. You should carefully
consider the risks and uncertainties below and in our IPO Prospectus dated July 9, 2014 ("IPO
Prospectus") under the section entitled "Risk Factors", in our annual report for the year ended
December 31, 2016 and in our report for the six month period ended on June 30, 2017, as well as
the other information contained in this Prospectus before making an investment decision with
respect to our Bonds. If any of the following risks actually occurs, our business, financial
condition, prospects, results of operations and cash flows could be harmed and could therefore
have a negative effect on the trading price of our Bonds and may also materially adversely affect
our business, financial condition or results of operations in the future.

Risks relating to the Company's business and industry

The Company assesses and monitors the key risks of the business on an ongoing basis. The risks
and uncertainties relating to the Company's business and industry that could have a material
effect on the Group's performance are set out in detail in the section entitled "Risk Factors" of the
IPO Prospectus and below, as may be updated from time to time. These include, among other
things, the following:

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

If some of the most prevalent digital platforms, such as web browsers, mobile operating systems,
social media networks, advertising exchanges and content distribution channels develop in ways
that prevent our advertising in ways from being delivered, Matomy’s ability to generate revenue
could be significantly harmed. Because of their significant market industry positions, any such
changes may materially disrupt Matomy’s ability to deliver targeted ads and record performance
metrics on certain media channels or operate in certain industry verticals, thus causing Matomy to
lose significant revenues and be materially limited in the amount of data it is able to collect and
use and, consequently, negatively affect its overall customer offering.

The delivery of digital ads and the recording of the performance of digital ads are subject to
complex regulations, legal requirements and industry standards

The delivery of digital ads and the recording of the performance of digital ads are subject to
complex regulations, legal requirements and industry standards, particularly those concerning
privacy and data protection, and changes in such regulations, legal requirements and industry
standards may adversely affect Matomy’s current operations and/or require Matomy to make
changes to the way in which it operates. The regulations, legal requirements and industry
standards vary by jurisdiction of operation, and are subject to continuous change, and compliance
with such regulations and other legal requirements may be burdensome and costly.

Matomy's revenue and operating results are highly dependent on the overall demand for
advertising. Factors that affect the amount of advertising spending, such as economic
downturns, can make it difficult to predict our revenue and could adversely affect our business

Seasonal fluctuations in digital advertising activity, which may historically have been less
apparent due to our historical core activities and growth, could adversely affect our cash
flows and operating results. If and to the extent that seasonal fluctuations become
pronounced, our operating cash flow could materially fluctuate from period to period.
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In order to meet our growth objectives, we will need to rely upon our ability to innovate, the
continued adoption of our solution by buyers and sellers for higher value advertising
inventory, the extension of the reach of the Company's solution into evolving digital media,
and growth into new geographic markets

Our future success will depend on our ability to adapt and innovate. In order to attract new
advertisers and media sources we will need to expand and enhance our solutions to meet both
advertisers and media sources needs, add functionality and address technological advancements.
If we fail to develop new solutions that address these needs, or enhance and improve our
solutions in a timely manner or conform to industry standards, we may not be able to achieve or
maintain adequate market acceptance of our solutions, and our solutions may become less
competitive or obsolete.

Matomy operates in an intensely competitive market that includes companies that have greater
financial, technical, and marketing resources than we do, as well, as fragmented and currently
experiencing consolidation, resulting in increasing competition

The digital and mobile advertising is highly competitive, with large and well-established
technology companies, such as Facebook, Google and Apple. In addition, other companies may
seek to enter or expand their activities into competing services. Such existing and potential
competitors may have significantly more financial, technical, marketing and other resources than
Matomy has, be able to devote greater resources to the development, promotion, sale and support
of their products and services, have more extensive customer and digital media source
relationships than Matomy has, and may have longer operating histories and greater name
recognition than Matomy has. As a result, these current and potential competitors may be better
able to respond quickly to new technologies, develop deeper customer relationships or offer
services at lower prices. This, in turn, may affect Matomy’s ability to retain existing customers,
attract new customers, obtain competitive pricing from its digital media sources or increase its
sales and marketing budget, and may, therefore, cause Matomy to lose market share and
revenues.

In order to meet our growth objectives, we may need to rely on our ability to raise debt or
utilize credit lines, which may not be sufficiently available to meet our ongoing financial needs.

Matomy may be required to raise additional capital to finance its operations and acquisitions.
Lack of sufficient capital resources could have a material adverse impact on our results of
operations. Furthermore, if we will raise capital by means of equity or convertible debt or debt
with equity components (or any combination of the foregoing) this would result in further dilution
of our existing (or future) shareholders.

Changes to the filtering policies by email service providers which Matomy works with could
negatively affect Matomy’s ability to deliver emails to user’s inbox

As a general practice, most email service providers allow a company to apply for ‘‘whitelist’’
status on behalf of a specific data set (group of emails). If granted, a ‘‘whitelist’” status
significantly raises the possibility of a sender’s email to be delivered to the user’s inbox. Email
service providers change and update their email filtering policy on a continues basis, such that a
“‘whitelist’” status become less valued by the filtering algorithms, and new filtering techniques
are more heavily weighted in determining which email to deliver to the user’s inbox. Such
changes to the filtering policies could negatively affect Matomy’s ability to deliver emails to a
user’s inbox, and as a result Matomy may experience a significant loss of revenue or incur
additional costs to overcome such changes.



26-)

The mobile advertising market and the continued growth in usage of smartphones, tablets and
other mobile connected devices, may deteriorate or develop more slowly than expected

Our business depends on a number of factors, including: (i) the continued proliferation of mobile
connected devices, such as smartphones and tablets, that can connect to the internet over a
cellular, wireless or other network, as well as the increased consumption of content through those
devices which could harm our growth and impact our results; and (ii) compatibility of our mobile
advertising platform with most mobile connected devices, as well as the major operating systems
that run on them and the thousands of apps that are downloaded onto them. Delays or slowdowns
in the usage of mobile connected devices and/or inability to effectively provide our services
through the applicable mobile networks, could impair our ability to generate revenue and grow.

Matomy's mobile activity depends on developers for mobile advertising space to deliver our
advertiser clients' advertising campaigns

Matomy's mobile activity depends on developers to provide us with space within their apps on
which we deliver ads. The developers that sell their advertising inventory work with us because
we help them monetize their advertising space. There is no contractual commitment by these
developers to provide any guaranteed or consist amount ad inventory. In addition, third party
mediators or competing mediation tools embedded within a developer's apps, could result in
pressure on us to increase the prices we pay to developers for that inventory or otherwise block
our access to developer inventory, without which we would be unable to deliver ads on behalf of
our advertiser clients, resulting in a decline in the supply of advertising inventory from these
developers which could hurt our business.

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

To deliver services and track metrics, our platforms must be able to integrate with various third-
party systems, If any of Matomy’s arrangements with one or more of these third parties were
terminated or if such third parties were to implement changes to their systems and/or software,
such termination or changes may have a negative effect on Matomy’s business activity and/or the
compatibility with such systems.

Matomy does not have long term agreements with its advertiser clients and media sources

Our success requires us to maintain and expand our relationships with our existing advertiser
clients and media sources. Our standard agreements generally do not include long-term
obligations and are cancelable upon short notice and without penalty in accordance with standard
industry terms and conditions. As a result, we have limited visibility as to our future advertising
revenue streams from our advertisers. In addition, our inability to retain clients and media
sources, attract new ones or replace departing ones that can provide comparable revenues could
cause a decline to our revenue and harm our business.

Costly litigation may be necessary to protect our intellectual property rights, and we may be
subject to claims alleging the breach of license or other agreements that we have entered into
with third parties or the violation of the intellectual property rights of others

The online advertising industry is characterized by the existence of large numbers of patents,
copyrights, trademarks, trade secrets and other intellectual property and proprietary rights.
Companies in this industry are often required to defend against litigation claims that are based on
allegations of infringement or other violations of intellectual property rights. If Matomy were to
lose any infringement or other claims, Matomy could be subject to, among other things,
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significant liabilities for monetary damages, prohibition from using any or certain elements of its
technology systems, the loss of Team Internet’s domain names or its ability to manage domain
names on behalf of their owners (and any related customer revenue) due to transfer orders,
requirements to make changes to its technology systems or domain name registration or
management practices at substantial additional cost and/or requirements to pay royalties or obtain
licences from third-party IP owners. Such circumstances could have a material adverse effect on
Matomy’s reputation, business operations, financial position, competitive position and prospects

A key part of Matomy's strategy relates to acquisitions and the ability to effectively finance,
integrate, and manage them

Matomy has in the past acquired, and may in the future acquire, companies, technologies and
solutions that it believes complement our business and/or growth and evolution. Acquisitions
involve numerous risks, any of which could harm our business, including: difficulties in
integrating the technologies, solutions, operations, existing contracts and personnel of a target
company; difficulties in supporting and transitioning clients, if any, of a target company;
diversion of financial and management resources from existing operations or alternative
acquisition opportunities; failure to realize the anticipated benefits or synergies of a transaction;
failure to identify all of the problems, liabilities or other shortcomings or challenges of an
acquired company, technology, or solution, including issues related to intellectual property,
solution quality or architecture, regulatory compliance practices, revenue recognition or other
accounting practices or employee or customer issues; risks of entering new markets in which we
have limited or no experience; potential loss of key employees, advertisers and publishers from
either our current business or a target company's business; inability to generate sufficient revenue
to offset acquisition costs; and possible write-offs or impairment charges relating to acquired
businesses. In addition, we may incur indebtedness to complete an acquisition, which may impose
operational limitations, or issue equity securities, which would dilute our stockholders'
ownership. We may also unknowingly inherit liabilities from acquired businesses or assets that
arise after the acquisition and are not adequately covered by indemnities. Additionally,
acquisitions also frequently result in the recording of goodwill and other intangible assets which
are subject to potential impairments in the future that could harm our financial results.

The digital advertising industry remains susceptible to fraud

The digital advertising industry is subject to fraudulent and malicious activities. While Matomy
assesses and monitors campaign performance on our publishers' websites, including through the
use of third party detection tools, detecting fraudulent or malicious activity may be difficult,
especially because we do not own content and rely in part on our publisher partners for controls
with respect to such activity. While we assess the campaign performance on our publishers'
websites, such assessments may not detect or prevent fraudulent or malicious activity. High levels
of fraudulent or malicious activity could lead to dissatisfaction with our solutions, refusals to pay,
refund demands or withdrawal of future business. If we fail to detect fraud, we could lose the
confidence of our advertisers and media sources, which could cause our business to suffer.

Privacy and data collection

State, federal and foreign laws regulate the confidentiality of personal information, how that
information may be collected, used, and the circumstances under which such information may be
released. These standards may be interpreted by a regulatory authority in a manner that could
require us to make a material change to our operations and have a material adverse impact on our
results of operations. Although we are modifying our policies, procedures and systems to comply,
such regulations may limit the use and adoption of our products and solutions and could have a
material adverse impact on our results of operations. For example, the General Data Protection
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Regulation (“GDPR”) which will become effective in 2018 will have significant impacts on how
businesses can collect and process the personal data of EU individuals.

Matomy is an Israeli-domiciled company and as such the rights and obligations of
shareholders are governed by Israeli law and differ in some respects from English law.

Matomy is incorporated under Isracli law. The rights and responsibilities of holders of Ordinary
Shares are, therefore, governed by the Articles and by Israeli law. These rights and
responsibilities differ in some respects from the rights and responsibilities of shareholders in
typical companies incorporated in England.

Uncertainty around implications of Brexit

As a result of the announcement of Brexit, the British government has begun negotiating the
terms of the U.K.'s future relationship with the E.U. Although it is unknown what those terms
will be, it is possible that these changes may affect our operations and financial results.

Risks relating to the Bonds Offered by this Prospectus

The Bonds will be unsecured and will be subordinated to any secured debt obligations
from time to time outstanding

The Bonds will be unsecured and will be subordinated to any secured indebtedness from time to
time outstanding. If we default on the Bonds, or in the event of bankruptcy, liquidation or
reorganization, then, to the extent that we have granted security over our assets, the assets that
secure these debts will be used to satisfy the obligations under that secured debt before we could
make payment on the Bonds. If there is not enough collateral to satisfy the obligations of the
secured debt, then as a general rule the remaining amounts on the secured debt would share
equally with all unsubordinated unsecured indebtedness.

The value of our Bonds in the secondary market may be affected by a number of factors over
which we have no controls

The secondary market, if any, for our Bonds will be affected by a number of factors, independent
of our creditworthiness, including the time remaining to the maturity of the Bonds, the amount
outstanding of the Bonds and prevailing interest rates in the market. These factors are affected by,
and sometimes depend on, a number of interrelated factors, including direct government
intervention and economic, financial, regulatory, and political events, over which we have no
control.

An active trading market for the Bonds may not develop

There is no established trading market for the Bonds. Though we have applied for the listing of
the Bonds on the Tel Aviv Stock Exchange, an active trading market in the Bonds may not
develop. If a trading market does not develop, purchasers of the Bonds may not be able to sell
them. Even if a trading market for the Bonds develops, the liquidity of any market for the Bonds
will depend upon the number of holders of the Bonds, our performance, the market for similar
securities, the interest of securities dealers in making a market in the Bonds and other factors.
Accordingly, no assurance can be given as to the liquidity or market price of, or adequate trading
markets for, the Bonds.



29-)

We may incur additional indebtedness ranking equally or senior to the Bonds

We are permitted to issue additional debt that ranks equally or senior to the Bonds. If we incur
any additional debt that ranks senior to the Bonds, the holders of that debt will rank senior in right
of payment to all existing and future debt and other obligations that are, by their terms, expressly
subordinated in right of payment to such debt, including the Bonds. If we incur any additional
debt that ranks on an equal and ratable basis with the Bonds, the holders of that debt will be
entitled to share ratably with the holders of the Bonds in any proceeds distributed in connection
with an insolvency, liquidation, reorganization, dissolution or other winding-up of us subject to
satisfaction of certain debt limitations. This may have the effect of reducing the amount of
proceeds paid to you.

Your right to receive payments on the Bonds will be subordinated to certain statutory liabilities

We are incorporated under the laws of the State of Israel and any insolvency proceedings would
proceed under, and be governed by, Israeli insolvency laws. Under Israeli bankruptcy law, the
obligations under the Bonds are subordinated to certain statutory preferences. In the event of
liquidation, such statutory preferences, including claims for salaries, wages, secured obligations,
social security, taxes and court fees and expenses, will have preference over any other claims,
including claims by any investor in respect of the Bonds.

The Bonds contain limited restrictive covenants

The Bonds include several financial covenants that permit us to incur additional debt and enter
into highly leveraged transactions, so long as we do not breach the financial covenants, however,
such restrictive covenants are limited to specific terms included in the Indenture under which the
Bonds are issued. Accordingly, we could enter into certain transactions, such as acquisitions,
refinancing or a recapitalization and we could make certain distributions, all of which could affect
our capital structure and the value of our Bonds.

We may not be able to generate sufficient cash flow to make payments under the Bonds

Our ability to make payments on our indebtedness, including the Bonds being offered by this
Prospectus, will depend on our ability to generate cash in the future. This, to a certain extent, is
subject to general economic, financial, competitive, legislative, regulatory and other factors that
are beyond our control. In case any of the factors beyond of our control will change, we cannot
assure you that our business will generate sufficient cash flow from operations or that future
borrowings will be available to us in an amount sufficient to enable us to pay our indebtedness or
to fund our other liquidity needs. A significant reduction in operating cash flow would likely
increase the need for alternative sources of liquidity. If we are unable to generate sufficient cash
flow to make payments on the Bonds or our other indebtedness, we will have to pursue one or
more alternatives, such as reducing our operating expenses, reducing or delaying capital
expenditures, refinancing the Bonds or such other indebtedness, or raising equity. We cannot
assure you that any of these alternatives could be accomplished on satisfactory terms or that they
would yield sufficient funds to repay the Bonds and our other indebtedness.

Our Bonds (principal and interest) are not linked to the Israeli CPIl, to any non-Israeli
currency or otherwise, which may entail significant risks not associated with similar
investments in a conventional debt security that is linked to the CPI or otherwise

An investment in the Bonds, the interest and principal of which are not linked to the Israeli
Consumer Price Index (the "Israeli CPI"), to any non-Israeli currency or otherwise, may entail
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significant risks not associated with similar investments in a linked debt security, as the interest
rate and principal will be less than that payable on a debt security that is linked to the Israeli CPI,
to a non-Israeli currency or otherwise and that was originally issued under the same terms as the
Bonds, due to an increase in the Israeli CPI or in the value of certain non-Israeli currencies.

3.6 Major Shareholders

To the Company's knowledge, based on reports received from the sharcholders hereinafter or
issued by the Company, the following table sets forth certain information as of June 30, 2017,
regarding the ownership by all shareholders known to the Company to own more than 5% of the
Company's outstanding voting share capital:

Shareholder Number of  Ordinary | Percentage of Ordinary
Shares/voting rights | capital/voting rights
notified notified®

Publicis Groupe B.V® 22,326,246 23.16

Ilan Shiloah® 11,117,555 11.53

Viola A.V Adsmarket L.P® | 9,229,577 9.57

Brosh Funds Management 6,499,866 6.74

Ltd

and Exodus Management
Israel Ltd. ®

Meitav Dash Investments | 9,236,327 9.58
Ltd. on behalf of related
funds (Meitav Dash
Provident Funds and Pension
Ltd., Meitav Dash Mutual
Funds Ltd. and Tachlit
Indices Ltd.). ©

(1)  The issued and outstanding voting share capital of the Company as of June 30, 2017 was
96,393,303 Ordinary Shares.

(2) Based on the report titled "Matomy Completes Investment by Publicis Groupe" announced
on 4 November 2014 and available on the Company's investor website.

(3) Based on Notification of Transactions of Director report submitted to the Company on
April 1, 2016.

(4) Based on the Director/PDMR Shareholding Report submitted to the Company on May 21,
2015.

(5) Based on the Notification of Major Interests in Shares submitted to the Company on
September 8, 2016.

(6) Based on the Notification of Major Interests in Shares submitted to the Company on May
30, 2017.

3.7 Use Of Proceeds

The net proceeds from the offering, after deduction of the arranger's and the underwriter's fees
and other expenses and commissions of the offering, will be published in the Complementary
Notice as set forth in Section 2.4.8 to this Prospectus. The net proceeds of the issuance of the
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Bonds will be used by the Company to finance the second Exit Sale according to the Team
Internet Framework Agreement.

3.8 Legal Matters

Certain legal matters with respect to this Prospectus are being passed upon for us by S. Friedman
& Co., Advocates of Tel-Aviv, Israel.

3.9 Experts

The consolidated financial statements of the Company at December 31, 2016 and 2015, and for
each of the two years in the period ended December 31, 2016, incorporated by reference in this
Prospectus have been audited by KOST FORER GABBAY & KASIERER, a member of Ernst &
Young Global, independent registered public accounting firm, as set forth in their report thereon
appearing elsewhere therein, and have been so incorporated by reference in reliance upon such
report given on the authority of such firm as experts in accounting and auditing.

3.10 Incorporation of Certain Information by Reference

We are allowed to incorporate by reference the information we file with FCA and the Israel
Securities Authority ("ISA"), which means that we can disclose important information to you by
referring to those documents. Information incorporated by references is part of this Prospectus.
We incorporate by references into this Prospectus the documents listed below, and any future
annual reports filed with the FCA and the ISA prior to the termination of the offering.
Information that we file in the future that is incorporated by reference herein automatically
updates and is deemed part of this Prospectus.

The following documents, filed with the ISA by us, are incorporated by reference hereto:

3.10.1 The Sections titled "Risk Factors", as well as Part 1 (Business) and Part 4 (Market
Overview) in the IPO Prospectus of the Company dated July 9, 2014 filed with the ISA
on February 10, 2016 (included in the listing document);

3.10.2 Annual report of the Company for the year ended December 31, 2016 filed with the ISA
on March 24, 2017,

3.10.3 Interim report of the Company for six-month period ended June 30, 2017 filed with the
ISA on September 28, 2017; and

3.10.4 Immediate reports of the Company filed with the ISA on the following dates: January 11,
2017, January 13, 2017, January 17, 2017, April 13, 2017, May 8, 2017, June 14, 2017,
July 6, 2017, October 24, 2017, December 5, 2017, December 15, 2017, December 28,
2017 and January 9, 2018.

As you read above documents, you may find inconsistencies in information from one document
to another. If you find inconsistencies between the documents and this Prospectus, you should
rely on the statements made in the most resent document. All information appearing in this
Prospectus is qualified in its entirety by the information and financial statements, including the
notes thereto contained in the documents incorporated by reference herein.
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You should rely only on the information contained or incorporated by reference in this Prospectus
or any supplement thereof. We have not authorized any other person to provide you with different
information. If anyone provides you with different or inconsistent information, you should not
rely on it. We are not, and any arranger or agent is not, making an offer to sell these securities in
any jurisdiction where the offer or sale is not permitted. You should assume that the information
appearing in this Prospectus is accurate only as of the date on the front cover of this Prospectus,
or such earlier date that is indicated in this Prospectus. Our business, financial condition, results
of operations and prospects may have changed since that date.

3.11 Where You Can Find Additional Information

Due to the fact that Matomy is a company incorporated under Israeli laws whose securities are
offered to the public, including companies with shares traded on the High Growth Segment of the
London Stock Exchange’s main market, it is considered a public company under the Israeli
Companies Law, and is required to comply with various corporate governance requirements
under the Israeli Companies Law. In addition, Matomy is bound by the HGS Rulebook or the
Listing Rules (as may be applicable to Matomy from time to time) as an issuer whose financial
instruments are admitted to trading on a regulated market in the United Kingdom. Furthermore
Matomy is bound by the Company's Articles of Association, including certain preemptive rights
and takeover protections set forth therein.

For further information and review of Matomy's on-going disclosure see Matomy's investors
section at the following link: http://investors.matomy.com.

The FCA maintains a website at www.fca.org.uk that contains reports, proxy and information
statements, and other information regarding registrants that make electronic filings with the FCA.
You may also find our reports filed with the ISA on the ISA's Magna website at
WWwWw.magna.isa.gov.il.
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