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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event report): August 4, 2005 (August 3, 2005)
DEVON ENERGY CORPORATION

(Exact Name of Registrant as Specified in its Charter)

DELAWARE
(State or Other Jurisdiction of
Incorporation or Organization)

001-32318
(Commission File Number)

73-1567067
(IRS Employer

Identification Number)

20 NORTH BROADWAY, OKLAHOMA
CITY, OK

(Address of Principal Executive Offices)

73102
                           (Zip Code)

Registrant�s telephone number, including area code: (405) 235-3611
     Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation
of the registrant under any of the following provisions:
o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 8.01. Other Events
     Devon reported its original 2005 forward-looking estimates in a Current Report on Form 8-K dated February 2,
2005, and also in its 2004 Annual Report on Form 10-K. Devon updated certain of the original 2005 forward-looking
estimates in its March 31, 2005 Quarterly Report on Form 10-Q filed on May 5, 2005. Following the end of its second
quarter, Devon has again updated certain of these 2005 forward-looking estimates. The updated estimates, along with
the estimates that have not changed, are presented in the following pages.
Definitions
     The following discussion includes references to various abbreviations relating to volumetric production terms and
other defined terms. These definitions are as follows:
     �AECO� means the price of gas delivered onto the NOVA Gas Transmission Ltd. System.
     �Bbl� or �Bbls� means barrel or barrels.
     �Bcf� means billion cubic feet.
     �Boe� means barrel of oil equivalent, determined by using the ratio of one Bbl of oil or NGLs to six Mcf of gas.
     �Brent� means pricing point for selling North Sea crude oil.
     �Btu� means British thermal units, a measure of heating value.
     �Inside FERC� refers to the publication Inside F.E.R.C.�s Gas Market Report.
     �LIBOR� means London Interbank Offered Rate.
     �MMBbls� means one million Bbls.
     �MMBoe� means one million Boe.
     �MMBtu� means one million Btu.
     �Mcf� means one thousand cubic feet.
     �NGL� or �NGLs� means natural gas liquids.
     �NYMEX� means New York Mercantile Exchange.
     �Oil� includes crude oil and condensate.
Forward-Looking Estimates
     The forward-looking statements provided in this discussion are based on management�s examination of historical
operating trends, the information which was used to prepare the December 31, 2004 reserve reports and other data in
Devon�s possession or available from third parties. Devon cautions that its future oil, natural gas and NGL production,
revenues and expenses are subject to all of the risks and uncertainties normally incident to the exploration for and
development, production and sale of oil, gas and NGLs. These risks include, but are not limited to, price volatility,
inflation or lack of availability of goods and services, environmental risks, drilling risks, regulatory changes, the
uncertainty inherent in estimating future oil and gas production or reserves, and other risks as outlined below.
     Additionally, Devon cautions that its future marketing and midstream revenues and expenses are subject to all of
the risks and uncertainties normally incident to the marketing and midstream business. These risks include, but are not
limited to, price volatility, environmental risks, regulatory changes, the uncertainty inherent in estimating future
processing volumes and pipeline throughput, cost of goods and services and other risks as outlined below.
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     Also, the financial results of Devon�s foreign operations are subject to currency exchange rate risks. Additional
risks are discussed below in the context of line items most affected by such risks.
     A summary of these forward-looking estimates is included at the end of this document.

Specific Assumptions and Risks Related to Price and Production Estimates Prices for oil, natural gas and NGLs
are determined primarily by prevailing market conditions. Market conditions for these products are influenced by
regional and worldwide economic conditions, weather and other local market conditions. These factors are beyond
Devon�s control and are difficult to predict. In addition to volatility in general, Devon�s oil, gas and NGL prices may
vary considerably due to differences between regional markets, differing quality of oil produced (i.e., sweet crude
versus heavy or sour crude), differing Btu contents of gas produced, transportation availability and costs and demand
for the various products derived from oil, natural gas and NGLs. Substantially all of Devon�s revenues are attributable
to sales, processing and transportation of these three commodities. Consequently, Devon�s financial results and
resources are highly influenced by price volatility.
     Estimates for Devon�s future production of oil, natural gas and NGLs are based on the assumption that market
demand and prices for oil, gas and NGLs will continue at levels that allow for profitable production of these products.
There can be no assurance of such stability. Most of Devon�s Canadian production of oil, natural gas and NGLs is
subject to government royalties that fluctuate with prices. Thus, price fluctuations can affect reported production.
Also, Devon�s international production of oil, natural gas and NGLs is governed by payout agreements with the
governments of the countries in which Devon operates. If the payout under these agreements is attained earlier than
projected, Devon�s net production and proved reserves in such areas could be reduced.
     Estimates for Devon�s future processing and transport of oil, natural gas and NGLs are based on the assumption that
market demand and prices for oil, gas and NGLs will continue at levels that allow for profitable processing and
transport of these products. There can be no assurance of such stability.
     The production, transportation, processing and marketing of oil, natural gas and NGLs are complex processes
which are subject to disruption due to transportation and processing availability, mechanical failure, human error,
meteorological events including, but not limited to, hurricanes, and numerous other factors. The following
forward-looking statements were prepared assuming demand, curtailment, producibility and general market conditions
for Devon�s oil, natural gas and NGLs during the last half of 2005 will be substantially similar to those of the first half
of 2005, unless otherwise noted.
     Unless otherwise noted, all of the following dollar amounts are expressed in U.S. dollars. Amounts related to
Canadian operations have been converted to U.S. dollars using a projected average 2005 exchange rate of $0.82 U.S.
dollar to $1.00 Canadian dollar. The actual 2005 exchange rate may vary materially from this estimate. Such
variations could have a material effect on the following estimates.
     Though Devon has completed several major property acquisitions and dispositions in recent years, these
transactions are opportunity driven. Thus, the following forward-looking data excludes the financial and operating
effects of potential property acquisitions or divestitures, except as discussed in �Property Acquisitions and Divestitures,�
during the year 2005. The
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timing and ultimate results of such acquisition and divestiture activity is difficult to predict, and may vary materially
from that discussed in this report.
Geographic Reporting Areas for 2005
     The following estimates of production, average price differentials compared to industry benchmarks and capital
expenditures are provided separately for each of the following geographic areas:
� the United States Onshore;

� the United States Offshore, which encompasses all oil and gas properties in the Gulf of Mexico;

� Canada; and

� International, which encompasses all oil and gas properties that lie outside of the United States and Canada.
Year 2005 Potential Operating Items
     In September 2004, Devon announced its plans to divest certain non-core oil and gas properties during 2005.
During the first six months of 2005, all of such properties were sold with the exception of one minor package of
properties.
     The estimates related to oil, gas and NGL production, operating costs and DD&A set forth in the following
paragraphs are based on estimates for Devon�s properties other than those that have been sold pursuant to this
divestiture program (See �Property Acquisitions and Divestitures�). Therefore, the following estimates exclude the
results for the entire year from the properties that have been sold.

Oil, Gas and NGL Production Set forth in the following paragraphs are individual estimates of Devon�s oil, gas
and NGL production for 2005. On a combined basis, Devon estimates its 2005 oil, gas and NGL production will total
220 MMBoe.

Oil Production Devon expects its oil production in 2005 to total 62 MMBbls. The expected production by area is
as follows:

(MMBbls)
United States Onshore 12
United States Offshore 11
Canada 12
International 27
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Oil Prices � Fixed Through various price swaps, Devon has fixed the price it will receive in 2005 on a portion of its
oil production. The following table includes information on this fixed-price production by area. Where necessary, the
prices have been adjusted for certain transportation costs that are netted against the prices recorded by Devon.

Months of
Bbls/Day Price/Bbl Production

United States Offshore 8,000 $ 27.14 Jan � Dec
Canada 3,000 $ 27.13 Jan � Dec
International 6,000 $ 25.88 Jan � Dec

Oil Prices � Floating Devon�s 2005 average prices for each of its areas are expected to differ from the NYMEX
price as set forth in the following table. The NYMEX price is the monthly average of settled prices on each trading
day for benchmark West Texas Intermediate crude oil delivered at Cushing, Oklahoma.

Expected Range of Oil
Prices

as a % of NYMEX Price
United States Onshore 88% to 93%
United States Offshore 88% to 93%
Canada 70% to 76%
International 84% to 90%
     Devon has also entered into costless price collars that set a floor and ceiling price for a portion of its 2005 oil
production that is otherwise subject to floating prices. The floor and ceiling prices related to domestic and Canadian
oil production are based on the NYMEX price. The floor and ceiling prices related to international oil production are
based on the Brent price. If the NYMEX or Brent price is outside of the ranges set by the floor and ceiling prices in
the various collars, Devon and the counterparty to the collars will settle the difference. As long as Devon meets the
ongoing requirements of hedge accounting for its derivatives, any such settlements will either increase or decrease
Devon�s oil revenues for the period. Because Devon�s oil volumes are often sold at prices that differ from the NYMEX
or Brent price due to differing quality (i.e., sweet crude versus heavy or sour crude) and transportation costs from
different geographic areas, the floor and ceiling prices of the various collars do not reflect actual limits of Devon�s
realized prices for the production volumes related to the collars.
     The international oil prices shown in the following table have been adjusted to a NYMEX-based price, using
Devon�s estimates of 2005 differentials between NYMEX and the Brent price upon which the collars are based.
     To simplify presentation, Devon�s costless collars as of December 31, 2004, have been aggregated in the following
table according to similar floor prices and similar ceiling prices. The floor and ceiling prices shown are weighted
averages of the various collars in each aggregated group.

Weighted Average
Floor Ceiling
Price Price Months of

Bbls/Day Per Bbl Per Bbl Production
United States Offshore 17,000 $22.00 $27.62 Jan � Dec
Canada 15,000 $22.00 $28.28 Jan � Dec
International 15,000 $23.23 $29.34 Jan � Dec
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Gas Production Devon expects its 2005 gas production to total 807 Bcf. The expected production by area is as
follows:

(Bcf)
United States Onshore 455
United States Offshore 92
Canada 250
International 10

Gas Prices � Fixed Through various price swaps and fixed-price physical delivery contracts, Devon has fixed the
price it will receive in 2005 on a portion of its natural gas production. The following table includes information on this
fixed-price production by area. Where necessary, the prices have been adjusted for certain transportation costs that are
netted against the prices recorded by Devon, and the prices have also been adjusted for the Btu content of the gas
hedged.

Months of
Mcf/Day Price/Mcf Production

United States Onshore 7,343 $ 3.40 Jan � Dec
Canada 38,578 $ 2.89 Jan � Jun
Canada 38,578 $ 2.96 Jul � Dec
International 12,000 $ 2.35 Jan � Dec

Gas Prices � Floating For the natural gas production for which prices have not been fixed, Devon�s 2005 average
prices for each of its areas are expected to differ from the NYMEX price as set forth in the following table. The
NYMEX price is determined to be the first-of-month South Louisiana Henry Hub price index as published monthly in
Inside FERC.

Expected Range of Gas
Prices

as a % of NYMEX Price
United States Onshore 81% to 90%
United States Offshore 100% to 107%
Canada 86% to 94%
International 70% to 80%
     Devon has also entered into costless price collars that set a floor and ceiling price for a portion of its 2005 natural
gas production that otherwise is subject to floating prices. If the applicable monthly price indices are outside of the
ranges set by the floor and ceiling prices in the various collars, Devon and the counterparty to the collars will settle the
difference. Any such settlements will either increase or decrease Devon�s gas revenues for the period. Because Devon�s
gas volumes are often sold at prices that differ from the related regional indices, and due to differing Btu contents of
gas produced, the floor and ceiling prices of the various collars do not reflect actual limits of Devon�s realized prices
for the production volumes related to the collars.
     The prices shown in the following table have been adjusted to a NYMEX-based price, using Devon�s estimates of
2005 differentials between NYMEX and the specific regional indices upon which the collars are based. The floor and
ceiling prices related to the domestic collars are based on various regional first-of-the-month price indices as
published monthly by Inside FERC.
     To simplify presentation, Devon�s costless collars have been aggregated in the following table according to similar
floor prices and similar ceiling prices. The floor and ceiling prices shown are weighted averages of the various collars
in each aggregated group.
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Weighted
Average

Floor Ceiling
Price Price

MMBtu/ per per Months of
Day MMBtu MMBtu Production

United States Onshore 40,000 $ 4.28 $ 7.23 Jan � Jun
United States Offshore 40,000 $ 3.50 $ 7.50 Jan � Dec
United States Offshore 70,000 $ 4.09 $ 7.00 Jan � Jun

NGL Production Devon expects its 2005 production of NGLs to total 23 MMBbls. The expected production by
area is as follows:

(MMBbls)
United States Onshore 17
United States Offshore 1
Canada 5

Marketing and Midstream Revenues and Expenses Devon�s marketing and midstream revenues and expenses are
derived primarily from its natural gas processing plants and natural gas transport pipelines. These revenues and
expenses vary in response to several factors. The factors include, but are not limited to, changes in production from
wells connected to the pipelines and related processing plants, changes in the absolute and relative prices of natural
gas and NGLs, provisions of the contract agreements and the amount of repair and workover activity required to
maintain anticipated processing levels.
     These factors, coupled with uncertainty of future natural gas and NGL prices, increase the uncertainty inherent in
estimating future marketing and midstream revenues and expenses. Given these uncertainties, Devon estimates that
2005 marketing and midstream revenues will be between $1.49 billion and $1.61 billion, and marketing and
midstream expenses will be between $1.16 billion and $1.26 billion.

Production and Operating Expenses Devon�s production and operating expenses include lease operating expenses,
transportation costs and production taxes. These expenses vary in response to several factors. Among the most
significant of these factors are additions to or deletions from Devon�s property base, changes in production tax rates,
changes in the general price level of services and materials that are used in the operation of the properties and the
amount of repair and workover activity required. Oil, natural gas and NGL prices also have an effect on lease
operating expenses and impact the economic feasibility of planned workover projects.
     Given these uncertainties, Devon estimates that 2005 lease operating expenses (including transportation costs) will
be between $1.20 billion and $1.27 billion and production taxes will be between 3.25% and 3.75% of consolidated oil,
natural gas and NGL revenues, excluding the effect on revenues from hedges, upon which production taxes are not
incurred.

Depreciation, Depletion and Amortization (�DD&A�) The 2005 oil and gas property DD&A rate will depend on
various factors. Most notable among such factors are the amount of proved reserves that will be added from drilling or
acquisition efforts in 2005 compared to the costs incurred for such efforts, and the revisions to Devon�s year-end 2004
reserve estimates that, based on prior experience, are likely to be made during 2005.
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     Given these uncertainties, Devon expects its oil and gas property related DD&A rate will be between $8.60 per
Boe and $9.00 per Boe. Based on these DD&A rates and the production estimates set forth earlier, oil and gas
property related DD&A expense for 2005 is expected to be between $1.89 billion and $1.97 billion.
     Additionally, Devon expects its depreciation and amortization expense related to non-oil and gas property fixed
assets to total between $155 million and $165 million.

Accretion of Asset Retirement Obligation Devon expects its 2005 accretion of its asset retirement obligation to be
between $45 million and $50 million.

General and Administrative Expenses (�G&A�) Devon�s G&A includes the costs of many different goods and
services used in support of its business. These goods and services are subject to general price level increases or
decreases. In addition, Devon�s G&A varies with its level of activity and the related staffing needs as well as with the
amount of professional services required during any given period. Should Devon�s needs or the prices of the required
goods and services differ significantly from current expectations, actual G&A could vary materially from the estimate.
     Given these limitations, consolidated G&A in 2005 is expected to be between $275 million and $295 million.

Reduction of Carrying Value of Oil and Gas Properties Devon follows the full cost method of accounting for its
oil and gas properties. Under the full cost method, Devon�s net book value of oil and gas properties, less related
deferred income taxes (the �costs to be recovered�), may not exceed a calculated �full cost ceiling.� The ceiling limitation
is the discounted estimated after-tax future net revenues from oil and gas properties plus the cost of properties not
subject to amortization. The ceiling is imposed separately by country. In calculating future net revenues, current prices
and costs used are those as of the end of the appropriate quarterly period. These prices are not changed except where
different prices are fixed and determinable from applicable contracts for the remaining term of those contracts. Such
contracts include derivatives accounted for as cash flow hedges. The costs to be recovered are compared to the ceiling
on a quarterly basis. If the costs to be recovered exceed the ceiling, the excess is written off as an expense. An expense
recorded in one period may not be reversed in a subsequent period even though higher oil and gas prices may have
increased the ceiling applicable to the subsequent period.
     Because the ceiling calculation dictates that prices in effect as of the last day of the applicable quarter are held
constant indefinitely, and requires a 10% discount factor, the resulting value is not indicative of the true fair value of
the reserves. Oil and natural gas prices have historically been cyclical and, on any particular day at the end of a
quarter, can be either substantially higher or lower than Devon�s long-term price forecast that is a barometer for true
fair value. Therefore, oil and gas property writedowns that result from applying the full cost ceiling limitation, and
that are caused by fluctuations in price as opposed to reductions to the underlying quantities of reserves, should not be
viewed as absolute indicators of a reduction of the ultimate value of the related reserves.
     Because of the volatile nature of oil and gas prices, it is not possible to predict whether Devon will incur a full cost
writedown in future periods.

Interest Expense Future interest rates and debt outstanding have a significant effect on Devon�s interest expense.
Devon can only marginally influence the prices it will receive in 2005
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from sales of oil, natural gas and NGLs and the resulting cash flow. These factors increase the margin of error inherent
in estimating future interest expense. Other factors which affect interest expense, such as the amount and timing of
capital expenditures, are within Devon�s control.
     The interest expense in 2005 related to Devon�s fixed-rate debt, including net accretion of related discounts, will be
approximately $420 million. This fixed-rate debt removes the uncertainty of future interest rates from some, but not
all, of Devon�s long-term debt. Devon�s floating rate debt is discussed in the following paragraphs.
     Devon has various debt instruments which have been converted to floating rate debt through the use of interest rate
swaps. Devon�s floating rate debt is as follows:

Notional
Debt Instrument Amount Floating Rate

7.625% senior notes due July 2005 $ 125 LIBOR plus 237 basis points
10.25% bonds due November 2005 $ 235 LIBOR plus 711 basis points
2.75% notes due in 2006 $ 500 LIBOR less 26.8 basis points
6.55% senior notes due in 2006 $ 1631 Banker�s Acceptance plus 340 basis points
4.375% senior notes due in 2007 $ 400 LIBOR plus 40 basis points
6.75% senior notes due in 2011 2 $ 400 LIBOR plus 197 basis points

1 Converted from
$200 million
Canadian dollars
at a
Canadian-to-U.S.
dollar exchange
rate of $0.8159 as
of June 30, 2005.

2 Devon intends to
redeem these
notes on
September 9,
2005. In
May 2005, Devon
settled the interest
rate swaps related
to these notes.

     Based on future LIBOR rates as of August 2, 2005, interest expense on its floating rate debt, including net
amortization of premiums, is expected to total between $85 million and $95 million in 2005.
     Devon�s interest expense totals have historically included payments of facility and agency fees, amortization of debt
issuance costs, the effect of interest rate swaps not accounted for as hedges, and other miscellaneous items not related
to the debt balances outstanding. Devon expects between $75 million and $85 million of such items to be included in
its 2005 interest expense. This estimate includes the $25 million loss and $5 million expense of remaining
unamortized debt issuance costs recognized in conjunction with the early redemption of the zero coupon convertible
debentures in June 2005. This estimate also includes an estimated early retirement premium of $46 million related to
our recent announcement that we are redeeming the $400 million 6.75% senior notes in the third quarter of 2005.
Also, Devon expects to capitalize between $65 million and $75 million of interest during 2005.
     Based on the information related to interest expense set forth herein and assuming no material changes in Devon�s
levels of indebtedness or prevailing interest rates, other than the planned retirement of debt in 2005, Devon expects its
2005 interest expense will be between $515 million and $525 million.
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Effects of Changes in Foreign Currency Rates Devon�s Canadian subsidiary has $400 million of fixed-rate senior
notes which are denominated in U.S. dollars and mature in 2011. As stated above, Devon recently announced its
intention to redeem this debt on September 9, 2005. Changes in the exchange rate between the U.S. dollar and the
Canadian dollar during 2005 prior to the date the debt is redeemed will increase or decrease the Canadian dollar
equivalent balance of this debt. Such changes in the Canadian dollar equivalent balance of the debt are required to
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be included in determining net earnings for the period in which the exchange rate changes. Because of the variability
of the exchange rate, it is difficult to estimate the effect which will be recorded in 2005. However, based on the
December 31, 2004, Canadian-to-U.S. dollar exchange rate of $0.8308 and Devon�s forecast of the 2005 rate through
the anticipated redemption date of $0.8200, Devon expects to record an expense of approximately $10 million. The
actual 2005 effect will depend on the exchange rate as of the actual redemption date.

Other Revenues Devon�s other revenues in 2005 are expected to be between $190 million and $200 million.
Included as part of other revenues is a $150 million gain on the sale of certain assets in the first half of 2005. The
range of $190 million to $200 million also includes the $55 million loss from early settlements or hedge
ineffectiveness of outstanding commodity price hedges as a result of the property dispositions in the first half of 2005.

Income Taxes Devon�s financial income tax rate in 2005 will vary materially depending on the actual amount of
financial pre-tax earnings. The tax rate for 2005 will be significantly affected by the proportional share of consolidated
pre-tax earnings generated by U.S., Canadian and International operations due to the different tax rates of each
country. There are certain tax deductions and credits that will have a fixed impact on 2005�s income tax expense
regardless of the level of pre-tax earnings that are produced.
     Given the uncertainty of pre-tax earnings, Devon expects that its consolidated financial income tax rate in 2005
will be between 25% and 45%. The current income tax rate is expected to be between 25% and 35%. The deferred
income tax rate is expected to be between 0% and 10%. Significant changes in estimated capital expenditures,
production levels of oil, gas and NGLs, the prices of such products, marketing and midstream revenues, or any of the
various expense items could materially alter the effect of the aforementioned tax deductions and credits on 2005�s
financial income tax rates.
     As discussed elsewhere in this document, during the first half of 2005, Devon sold certain of its non-core oil and
gas properties for approximately $2.0 billion. Under the provisions of the full cost method of accounting that Devon
follows, no financial gain or loss was recognized from these property sales. Rather, the proceeds were credited against
the oil and gas property balance. However, for federal and state income tax purposes, gains will be recognized from
these sales, and Devon will pay approximately $208 million of related income taxes in 2005. Because no gain from
the sales is recognized for financial reporting purposes, the $208 million of current income tax expense will be offset
by a like amount of deferred income tax benefit, resulting in no net impact on total income tax expense as reported in
Devon�s consolidated statement of operations.
     Excluding the $208 million of current tax expense and deferred tax benefit recognized from the property sales,
Devon estimates that its consolidated financial income tax rate in 2005 will be between 25% and 45%. The current
income tax rate is expected to be between 20% and 30%. The deferred income tax rate is expected to be between 5%
and 15%.

Property Acquisitions and Divestitures During the first half of 2005, Devon sold certain oil and gas properties (the
�Disposition Properties�) which were predominantly properties that were either outside of our core operating areas or
otherwise did not fit our current strategic objectives. The Disposition Properties were located in the U.S. and Canada.
As of June 30, 2005, Devon had completed the sale of all of the Disposition Properties except for one minor package.
Devon received proceeds from the divestitures of approximately $2.0 billion, net of all purchase price adjustments.
After-tax, the proceeds were approximately $1.8 billion.
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     The Disposition Properties� actual contributions to our 2005 operating results are as follows:

Production
Oil Gas NGLs Total

(MMBbls) (Bcf) (MMBbls) MMBoe
United States Onshore 0.5 7.4 0.3 2.0
United States Offshore 2.5 11.6 0.2 4.6
Canada 0.7 14.2 0.1 3.2

Total 3.7 33.2 0.6 9.8

Expenses
(In millions)

Lease operating expenses $ 76
DD&A $ 84
Other $ 55
     The above $55 million �other expense� relates to losses recognized on certain derivative financial instruments that no
longer qualified for hedge accounting and were settled prior to the end of their original term. These commodity hedges
related to 5,000 barrels per day of U.S. oil production and 3,000 barrels per day of Canadian oil production from
properties sold as part of our property divestiture program.
Year 2005 Potential Capital Sources, Uses and Liquidity

Capital Expenditures Devon�s capital expenditures budget is based on an expected range of future oil, natural gas
and NGL prices as well as the expected costs of the capital additions. Should actual prices received differ materially
from Devon�s price expectations for its future production, some projects may be accelerated or deferred and,
consequently, may increase or decrease total 2005 capital expenditures. In addition, if the actual material or labor
costs of the budgeted items vary significantly from the anticipated amounts, actual capital expenditures could vary
materially from Devon�s estimates.
     Given the limitations discussed, the company expects its 2005 capital expenditures for drilling and development
efforts, plus related facilities, to total between $3.23 billion and $3.42 billion. These amounts include between
$635 million and $715 million for drilling and facilities costs related to reserves classified as proved as of year-end
2004. In addition, these amounts include between $1.61 billion and $1.69 billion for other production capital and
between $980 million and $1.02 billion for exploration capital. Other production capital includes development drilling
that does not offset currently productive units and for which there is not a certainty of continued production from a
known productive formation. Exploration capital includes exploratory drilling to find and produce oil or gas in
previously untested fault blocks or new reservoirs. These capital amounts exclude the previously announced
$200 million purchase of predominantly unproved properties in the Iron River area of east central Alberta.
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     The following table shows expected drilling, development and facilities expenditures by geographic area.

United United
States States Inter-
Onshore Offshore Canada national Total

(In millions)
Production capital related to
proved reserves $ 389-$    394 $ 80-$  90 $ 81-$      91 $ 85-$140 $ 635-$    715
Other production capital $ 755-$    805 $ 30-$  40 $ 800-$    810 $ 25-$  35 $1,610-$1,690
Exploration capital $ 195-$    205 $275-$280 $ 390-$    400 $120-$130 $ 980-$1,015

Total $1,339-$1,404 $385-$410 $1,271-$1,301 $230-$305 $3,225-$3,420

     In addition to the above expenditures for drilling, development and facilities, Devon expects to spend between
$140 million to $150 million on its marketing and midstream assets, which include its oil pipelines, gas processing
plants, CO2 removal facilities and gas transport pipelines. Devon also expects to capitalize between $175 million and
$185 million of G&A expenses in accordance with the full cost method of accounting and to capitalize between $65
million and $75 million of interest. Devon also expects to pay between $30 million and $40 million for plugging and
abandonment charges, and to spend between $70 million and $80 million for other non-oil and gas property fixed
assets.

Other Cash Uses Devon�s management expects the policy of paying a quarterly common stock dividend to
continue. With the current $0.075 per share quarterly dividend rate and 453 million shares of common stock
outstanding as of June 30, 2005, dividends are expected to approximate $138 million. Also, Devon has $150 million
of 6.49% cumulative preferred stock upon which it will pay $10 million of dividends in 2005.
     On September 27, 2004, Devon announced its intention to buy back up to 50 million shares of its common stock in
conjunction with a stock buyback program. On August 2, 2005, Devon completed its repurchase of 50 million shares
at a total cost of $2.3 billion. On August 3, 2005, Devon announced that its board of directors authorized the
repurchase of up to an additional 50 million shares of its common stock. This second stock repurchase program is
planned to extend through 2007. Shares may be purchased from time to time depending upon market conditions.
Devon plans to repurchase shares in the open market and in privately negotiated transactions.

Capital Resources and Liquidity Devon�s estimated 2005 cash uses, including its drilling and development
activities and repurchase of common stock, are expected to be funded primarily through a combination of working
capital, operating cash flow and the $1.8 billion of after-tax proceeds from the property divestitures completed in the
first half of the year. The remainder, if any, would be funded with borrowings from Devon�s credit facility. The
amount of operating cash flow to be generated during 2005 is uncertain due to the factors affecting revenues and
expenses as previously cited. However, Devon expects its combined capital resources to be more than adequate to
fund its anticipated capital expenditures and other cash uses for 2005 without the use of the available credit facility.
     As of June 30, 2005, Devon had $2.8 billion of cash and short-term investments on hand. If significant acquisitions
or other unplanned capital requirements arise during the remainder of the year, Devon could utilize its existing credit
facilities and/or seek to establish and utilize other sources of financing.
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Year 2005 Summary
     The following summary includes estimates for Devon�s retained properties and actual results for the divestiture
properties sold during the first six months of 2005.

Retained Divestiture Combined
Properties Properties(1) Properties
(Estimated) (Actual) (Estimated)

Oil production (MMBbls)
U.S. Onshore 12 � 12
U.S. Offshore 11 3 14
Canada 12 1 13
International 27 � 27

Total 62 4 66

Gas production (Bcf)
U.S. Onshore 455 8 463
U.S. Offshore 92 11 103
Canada 250 14 264
International 10 � 10

Total 807 33 840

NGL production (MMBbls)
U.S. Onshore 17 1 18
U.S. Offshore 1 � 1
Canada 5 � 5
International � � �

Total 23 1 24

Total production (MMBoe)
U.S. Onshore 105 2 107
U.S. Offshore 27 5 32
Canada 59 3 62
International 29 � 29

Total 220 10 230

(1) Volumes from
page 11 have
been rounded
for presentation
in this table.
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The following tables on this page relate only to Devon�s retained properties.

As a % of NYMEX Range
Low High

Oil floating price differentials
U.S. Onshore 88% 93%
U.S. Offshore 88% 93%
Canada 70% 76%
International 84% 90%

Gas floating price differentials
U.S. Onshore 81% 90%
U.S. Offshore 100% 107%
Canada 86% 94%
International 70% 80%

Price Months of
Bbls/Day Per Bbl Production

Oil swaps
U.S. Offshore 8,000 $27.14 Jan � Dec
Canada 3,000 $27.13 Jan � Dec
International 6,000 $25.88 Jan � Dec

Price Months of
Mcf/Day Per Mcf Production

Gas fixed-price contracts and swaps
U.S. Onshore 7,343 $ 3.40 Jan � Dec
Canada 38,578 $ 2.89 Jan � Jun
Canada 38,578 $ 2.96 Jul � Dec
International 12,000 $ 2.35 Jan � Dec

Weighted Average
Floor
Price

Ceiling
Price Months of

Bbls/Day Per Bbl Per Bbl Production
Oil collars
U.S. Offshore 17,000 $22.00 $ 27.62 Jan � Dec
Canada 15,000 $22.00

General Information on Proposal 1.A and Proposal 1.B

Proposal 1.A is a proposal of our Board to re-elect and elect the Company Nominees to the Board of Directors, as the
case may be.  The Board asks that you refer directly to Proposal 1.A for further information on the Company
Nominees and recommends that shareholders vote “FOR” Proposal 1.A on the enclosed proxy card.

Proposal 1.B is a proposal of the Dissident Shareholder to elect the Dissident Nominees named in Proposal 1.B, who
are currently unaffiliated with the Company, to the Company’s Board of Directors.  At the request of the dissident
shareholder and pursuant to the requirements of the Companies Law, we have included Proposal 1.B in the agenda for
the Meeting and on the enclosed proxy card, and incorporated a brief description of Proposal 1.B in this Proxy
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Statement.  Please be aware that the Board DOES NOT endorse the Dissident Nominees and recommends that
shareholders vote “AGAINST” Proposal 1.B on the enclosed proxy card.

Director Not Standing For Election Whose Term Does Not Expire in 2016

Ms. Tal Yaron-Eldar currently serves as a director of the Company whose term does not expire at the Meeting and
who is therefore not standing for election at the Meeting.  Biographical information for Ms. Yaron-Eldar is set forth
below:

TAL YARON-ELDAR (53) was appointed to the Board in April 2011 and re-appointed in April 2014.  In 2013, Ms.
Yaron-Eldar founded Yaron-Eldar, Paller Schwartz and Co.  From January 2004 until 2012, Ms. Yaron-Eldar served
as the Chief Executive Officer of Arazim Investment Company, a publicly traded real estate investment company. 
She was a partner with the law firm Cohen, Yaron-Eldar & Co. from July 2004 to March 2007, when she became a
partner with the law firm of Tadmor & Co. Ms. Yaron-Eldar has also served in a variety of public positions, including
Chief Legal Advisor of the Customs and V.A.T. Department of the Finance Ministry of the State of Israel from 1998
to 2001 and as the Commissioner of Income Tax and Real Property Tax Authority of the State of Israel from 2002 to
2004. She currently serves as a director of Rosetta Genomics Ltd., a biotech company traded on Nasdaq; Meditechnika
Ltd., a medical appliances company traded on the Tel Aviv Stock Exchange; Lodgia Rotex Investments Ltd., a real
estate company traded on the Tel Aviv Stock Exchange; Arko Investments, a venture capital firm traded on the Tel
Aviv Stock Exchange; and Tadea Investments, Postal Bank, and Galmed Pharmaceuticals. Ms. Yaron-Eldar holds an
MBA, specializing in finance, and an LLB from Tel Aviv University, and is a member of the Israeli Bar Association.
She contributes to the mix of experience and qualifications the Board seeks to maintain primarily through her legal,
tax and finance experience.
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Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on either part of Proposal 1 is necessary for the approval of either Proposal 1.A or 1.B.  At the Meeting,
shareholders will be asked to elect nominees by voting on either Proposal 1.A or Proposal 1.B, but not both, to serve
as directors of the Company until the close of the next annual general meeting of shareholders of the Company. 
Please note that although Mr. Howe appears under both Proposal 1.A and Proposal 1.B, you may only vote “FOR” Mr.
Howe in one place on the enclosed proxy card.  If a shareholder votes “FOR” any nominees under both Proposal 1.A
and Proposal 1.B, including Mr. Howe, the shareholder’s votes under both Proposal 1.A and 1.B will not be counted in
determining the outcome of either Proposal.

If a shareholder votes “FOR” any nominees under Proposal 1.A and gives no instructions as to Proposal 1.B, such
shareholder will be deemed to have voted “AGAINST” Proposal 1.B.  If a shareholder votes “FOR” any nominees under
Proposal 1.B and gives no instructions as to Proposal 1.A, such shareholder will be deemed to have voted “AGAINST”
Proposal 1.A.

Board Recommendation

THE COMPANY’S BOARD RECOMMENDS THAT SHAREHOLDERS VOTE
“FOR” THE COMPANY NOMINEES NAMED IN PROPOSAL 1.A AND
“AGAINST” THE DISSIDENT NOMINEES NAMED IN PROPOSAL 1.B.
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PROPOSAL 1.A

BOARD PROPOSAL ON THE ELECTION OF DIRECTORS

Pursuant to the recommendation of the Nominating Committee, the Board has nominated the candidates named below
to stand for election and re-election to the Board at the Meeting, as the case may be.  The primary responsibility of a
director of the Company is to exercise his or her business judgment prudently and to act in a manner that he or she
believes in good faith to be in the best interests of the Company and its shareholders.  The Nominating Committee and
the Board consider individuals who have proven leadership skills and strong records of success.  Further, nominees
are selected on the basis of board experience, character, integrity, ability to make independent analytical inquiries on
matters that come before our Board, a business background relevant to the Company and its industry, and an
understanding of the Company’s business environment.

We believe that each of the nominees named in this Proposal 1.A meets these strict qualifications and is poised to
make a meaningful contribution to the Board and the Company.  Accordingly, the Board asks the shareholders to vote
under this Proposal 1.A to:

·re-elect all of the following current directors of the Board whose terms expire at the Meeting to serve as directors ofthe Company: Mr. Donald A. Burns, Mr. Richard Harris, Dr. Yuen Wah Sing and Mr. Gerald Vento;

·elect Mr. Izhak Gross, who was appointed by the Board to serve as a director on August 9, 2016 to fill the vacancycaused by the retirement of Mr. Yoseph Dauber, to continue to serve as a director on the Board; and

·elect Mr. Don C. Bell III and Mr. Alan B. Howe to fill the two vacancies on the Board,

in each case, to serve until the next annual general meeting of shareholders of the Company.

In connection with Mr. Howe’s nomination by the Dissident Shareholder and the ensuing settlement negotiations
described in the “Background of the Solicitation” section of this Proxy Statement, the Nominating Committee and the
Board interviewed Mr. Howe and conducted a thorough review of Mr. Howe’s qualifications.  Based on this review
and the recommendation of the Dissident Shareholder, the Board determined that Mr. Howe would make a meaningful
contribution to the Board and elected to create a vacant position on the Board as of the Meeting and to include Mr.
Howe in this Proposal 1.A for election to the Board.  Further, and again upon the recommendation of the Dissident
Shareholder, the Board determined that an additional independent director would benefit the Company and elected to
create a vacant position on the Board, as of the Meeting, for an independent director nominee. Upon interviewing Mr.
Bell and reviewing his qualifications, the Nominating Committee and the Board resolved that he would make a
valuable addition to the Board, and the Board voted to nominate Mr. Bell for election to the Board in this Proposal
1.A .  The Board further determined that both Mr. Howe and Mr. Bell meet the independent director qualifications
described in the “Corporate Governance – Director Independence” section of this Proxy Statement.

The Compensation Committee and the Board have not yet determined prospective director compensation for Mr. Bell
and Mr. Howe. The Board will make this determination should Mr. Bell and Mr. Howe be elected to the Board by the
shareholders under Proposal 1.A, and pursuant to the Company's Compensation Policy should the same be approved.
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Company Nominees

Each of the Company Nominees has attested to the Board and the Company that he or she meets all the requirements
in connection with the election of directors under the Israeli Companies Law and has consented to be named as a
nominee to the Board in this Proxy Statement and to serve if elected.  If any substitute nominee(s) should be
designated, the Company will file an amended proxy statement and proxy card that, as applicable, identifies the
substitute nominee(s), discloses that such nominee(s) have consented to being named in the revised proxy statement
and to serve if elected, and includes the biographical and other information about such nominee(s) as required by the
rules of the SEC and the Companies Law. There are no family relationships between any of the company nominees
named herein, on the one hand, and the Company’s directors and executive officers, on the other hand.

The biographical information for each Company Nominee nominated by our Board is set forth below.

DONALD A. BURNS (53) was appointed to the Board on December 17, 2010, and has served as Chairman of the
Board since January 1, 2013. Mr. Burns served as President of YMax Corporation (“YMax”) from March 2007 to
February 2008, Director of YMax from March 2007 to June 2009 and Chairman of the Board of Directors of YMax
from February 2008 to June 2009. In 1993, Mr. Burns founded Telco Communications Group, Inc., a
telecommunications company, and its Dial & Save subsidiaries, and served as the Chief Executive Officer and Vice
Chairman until the company was sold to Excel Telecommunications, Inc. in 1997. Mr. Burns is the founder and
President of The Donald A. Burns Foundation, Inc. Mr. Burns attended the University of Maryland. Mr. Burns’
qualifications for our Board include his leadership skills and years of experience working in the telecommunications
industry.

RICHARD HARRIS (69) was appointed to the Board on March 26, 2013. Mr. Harris is founder and president of
Harris & Associates, a twenty-two year-old consulting firm specializing in financial, operational and strategic
consulting services to start-up and high growth telecommunications and technology firms. Mr. Harris’ experience
includes strategic planning, capital formation, corporate valuations, litigation support and expert testimony. He has
served as Chief Financial Officer for Independent Wireless One; as Vice President of Operations, Finance and
Administration for Horizon Cellular Telephone Company; as Vice President and Chief Financial Officer for
Metrophone Cellular Communications Company; as Chief Financial Officer for Nobel Learning Centers; as Controller
for Harrah’s Atlantic City and as Audit Manager for Coopers and Lybrand. He has served on the Board of Directors
and as Chairman of the Finance Committee of Amtrol Inc. since 2007. Mr. Harris holds an MBA in Finance from the
Wharton School in Philadelphia, a BS in Accounting from the Pennsylvania State University and has CPA licenses in
Pennsylvania and New Jersey. Mr. Harris contributes to the mix of experience and qualifications the Board seeks to
maintain primarily through his consulting work in the telecommunications industry and his experience as a Chief
Financial Officer for public companies.

DR. YUEN WAH SING (62) was appointed to the Board upon the consummation of the 2010 business combination
between VocalTec Communications Ltd. (“VocalTec”) and YMax on July 16, 2010. Dr. Sing served as the President of
TigerJet Network, Inc. (“TigerJet”), currently a wholly owned subsidiary of YMax, from June 2008 through July 2016.
Dr. Sing brings more than 30 years of semiconductor and VoIP communication industry experience to the Company.
He has served as a director of YMax since 2008 and as its Chairman since October 2009. Prior to its acquisition by
YMax in 2008, from 1998 to 2008, Dr. Sing founded and was the Chief Executive Officer of TigerJet. Prior to
founding TigerJet, Dr. Sing was the founder of 8x8 Inc./Packet 8, a video conferencing and VoIP company and served
as Executive Vice President and Vice Chairman from 1987 to 1997. Dr. Sing received a PhD and MS degree in
electrical engineering from the University of California, Berkeley. We believe his experience, qualifications, attributes
and skills, particularly in the telecommunications industry, qualify him to serve as a member of our Board.
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GERALD VENTO (69) was appointed to the Board upon the consummation of the 2010 business combination
between VocalTec and YMax on July 16, 2010. Mr. Vento has served as a director of YMax since 2008, and served as
Chairman of the Board from April 2012 through December 2012. Effective January 1, 2013, Mr. Vento was appointed
to serve as President and Chief Executive Officer of the Company. Mr. Vento previously served as a member of the
Board of Managers of Velocity Express, LLC, a privately held transportation and logistics company, from 2009
through 2012, and its CEO and Executive Chairman from 2011 to 2012. Mr. Vento served as the CEO and Executive
Chairman of Westec Intelligent Surveillance, a privately held video surveillance security company, from 2004 through
2009, and continued to serve as a director of Westec through 2012. From 1996 to 2002, Mr. Vento served as the Chief
Executive Officer of TelCorp PCS Inc. From 1993 to 1995, he served as the Vice Chairman and Chief Executive
Officer of Sprint Spectrum/American PCS, L.P., where he oversaw the development of the first PCS network in the
United States. Mr. Vento contributes to the mix of experience and qualifications the Board seeks to maintain primarily
through his extensive business growth experience and prior work in the telecommunications industry.

DON C. BELL III (47) has been the owner and general partner of Tidal Capital LLC since April 2011, and President
of Trigg Partners since August 2014. He was President and Principal Owner of Tidal Research, LLC from 2007 to
2011. From 2003 to 2006, he served as Senior Vice President of Marketing and Corporate Development at IPC
Systems, Inc. From 2001 to 2003, he was Vice President of Clearwire Technologies. From 1998 to 2001, he was an
Investment Banker in the Mergers and Strategic Advisory Department of Goldman Sachs.  He is an independent
director of Wireless Telecom Group and serves as the chairman of its Compensation Committee and is a member of
its Nomination and Governance Committee.  He was an independent director of TeleCommunication Systems Inc.
from 2015 through its sale to Comtech Telecommunications in 2016, and served as a member of the Compensation
Committee and the Nomination and Governance Committee and as Chairman of the Special Committee formed to
evaluate and oversee the sales process.  Mr. Bell was an independent director of NTS Communications from 2012
through the sale of the Company to Tower Three Partners in 2014, and served as a member of the Special Committee
formed in connection with such sale.  Mr. Bell holds a Master’s Degree in Business Administration from The Wharton
School, University of Pennsylvania, and graduated from St. John’s College with a BA in Classics. Mr. Bell’s operating,
finance and public director experience in the Telecom and Technology industry qualify him to serve on the Company’s
Board of Directors.

IZHAK GROSS (70) was appointed to the Board effective August 9, 2016.  Mr. Gross co-founded four global
companies in fields ranging from network messaging, web conferencing, VoIP systems and recyclable printed boards.
From 2006 to 2010, Mr. Gross served as the co-founder, Chairman and Chief Executive Officer of Kroom Ltd., a
company headquartered in Tel Aviv, Israel that designed and manufactured a wide range of products made out of
laminated printed board.  From 1996 to 2005, he served as the co-founder and Chairman of ArelNet Ltd., a company
headquartered in Yavne, Israel that was publicly traded on the Israel Stock Exchange (TASE).  ArelNet Ltd. was a
pioneer of VoIP communications producing switching and delivery systems.  From 1988 to 2005, Mr. Gross also
served as co-founder and Chairman of Arel Communications and Software Ltd., a technology leader in interactive
web communications headquartered in Yavne, Israel that was publicly traded on Nasdaq.  From 1982 to 1988, he
served as cofounder and Managing Director of Arel Computers and Software Ltd., a company headquartered in
Yavne, Israel that marketed the ARCOM Value Added Network messaging transaction system, including fax, email,
telex and telegraph systems deployed in more than 50 countries.  From 1976 to 1979, Mr. Gross served as a Senior
System Programmer for Granot Central Cooperating Ltd. in Emek Hefer, Israel, and from 1973 to 1986, he taught
mathematics and physics at Kibutz Gan Shmuel High School in Gan Schmuel, Israel.  Mr. Gross received a BSC in
Theoretical Physics from Technion, Israel Institute of Technology in Haifa, Israel in 1973. Mr. Gross contributes to
the mix of experience and qualifications the Board seeks to maintain primarily through his over 30 years of experience
co-founding and managing global high-tech companies with a special focus on communications software and
hardware.
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ALAN B. HOWE (55) has served as the co-founder and managing partner of Broadband Initiatives LLC, a boutique
corporate advisory and consulting firm, since 2001.  He served as vice president of strategic and wireless business
development for Covad Communications, Inc., a national broadband telecommunications company, from May 2005 to
October 2008.  He served as CFO and vice president of corporate development for Teletrac, Inc., a SaaS fleet
management service provider, from April 1995 to April 2001.  Previously, he held various executive management
positions for Sprint PCS and Manufacturers Hanover Trust Company.  He is currently a board member and chairman
of Data I/O Corporation and board member and vice chairman of Determine, Inc.  In addition, Mr. Howe serves as an
advisor to the investment bank, Bowen Advisors, under a consulting agreement.  Mr. Howe has served on a number of
private and public boards including the following former reporting companies in the past five years: Qualstar, Ditech
Networks, Inc., Altigen Communications, Inc., Proxim Wireless Corporation, and Crossroads Systems, Inc.  He has a
M.B.A. in Finance from Indiana University and a B.S. from the University of Illinois.  Mr. Howe’s operating,
executive and public director experience in the Telecom industry qualify him to serve on the Company’s Board of
Directors.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, that the re-election of Mr. Donald A. Burns, Mr. Richard Harris, Dr. Yuen Wah Sing and Mr. Gerald
Vento and the election of Mr. Don C. Bell III, Mr. Izhak Gross and Mr. Alan B. Howe, as directors of the Company
until the next annual general meeting of shareholders is hereby approved.”

Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on either part of Proposal 1 is necessary for the approval of either Proposal 1.A or 1.B.  At the Meeting,
shareholders will be asked to elect nominees by voting on either Proposal 1.A or Proposal 1.B, but not both, to serve
as directors of the Company until the close of the next annual general meeting of shareholders of the Company. 
Please note that although Mr. Howe appears under both Proposal 1.A and Proposal 1.B, you may only vote “FOR” Mr.
Howe in one place on the enclosed proxy card.  If a shareholder votes “FOR” any nominees under both Proposal 1.A
and Proposal 1.B, including Mr. Howe, the shareholder’s votes under both Proposal 1.A and 1.B will not be counted in
determining the outcome of either Proposal.

If a shareholder votes “FOR” any nominees under Proposal 1.A and gives no instructions as to Proposal 1.B, such
shareholder will be deemed to have voted “AGAINST” Proposal 1.B.  If a shareholder votes “FOR” any nominees under
Proposal 1.B and gives no instructions as to Proposal 1.A, such shareholder will be deemed to have voted “AGAINST”
Proposal 1.A.

Board Recommendation

THE COMPANY’S BOARD RECOMMENDS SHAREHOLDERS VOTE
“FOR” THE COMPANY NOMINEES NAMED IN PROPOSAL 1.A.
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PROPOSAL 1.B

DISSIDENT SHAREHOLDER PROPOSAL ON THE ELECTION OF DIRECTORS

The Dissident Shareholder has nominated Mr. Alan B. Howe, Mr. Anthony Ambrose, Mr. Jonathan M. Charak, Mr.
W. Austin Lewis, Mr. David Clark, Mr. Anthony Pompliano and Mr. Louis Antoniou to serve as directors of the
Company until the next annual general meeting of shareholders to be held in 2017 and until their successors have been
duly elected and qualified.

Change of Control

If the Dissident Nominees are elected, a Change of Control will occur under certain of the Company’s contracts as
described in this Proxy Statement under the heading “Employment Agreements and Potential Payments Upon
Termination or Change of Control.”

Neither the Compensation Committee nor the Board has considered director compensation terms for the Dissident
Nominees should they be elected to the Board at the Meeting.

Dissident Nominees

Pursuant to the Companies Law, the Company is required to include this Proposal 1.B of the Dissident Shareholder
nominating the Dissident Nominees to the Company’s Board of Directors. As a result, the Dissident Nominees may be
deemed to be “participants” (as such term is defined under applicable SEC rules and regulations) with respect to the
Company’s solicitation of proxies in connection with the Meeting. Neither the Compensation Committee nor the Board
has considered director compensation terms for the Dissident Nominees should they be elected to the Board at the
Meeting.

Each of the Dissident Nominees has attested to the Board and the Company that he or she meets all of the
requirements in connection with the election of directors under the Israeli Companies Law and has consented to their
nomination to the Board, appearance in this Proxy Statement and to serve if elected.

The biographical information for Dissident Nominee nominated by the Dissident Shareholder is set forth below.  The
Company has not independently verified the information below regarding the Dissident Nominees, but has relied on
the information provided to the Company by the Dissident Shareholder and publicly-available information on the
Dissident Nominees. Accordingly, the Company and the Board provide no assurances as to the completeness or
accuracy of the following information.

ALAN B. HOWE After reviewing Mr. Howe’s qualifications and upon the recommendation of the Nominating
Committee, the Board voted to nominate Mr. Howe to the Board of Directors under Proposal 1.A.  For information on
Mr. Howe’s background and experience, please see his biographical information provided thereunder.

 ANTHONY AMBROSE (55) is currently a director, President and Chief Executive Officer of Data I/O effective
October 25, 2012. Prior to Data I/O, Mr. Ambrose was Owner and Principal of Cedar Mill Partners, LLC, a strategy
consulting firm, since 2011. From 2007 to 2011, he was Vice President and General Manager at RadiSys Corporation,
a provider of embedded wireless infrastructure solutions.  Until 2007, he was general manager and held several other
positions at Intel Corporation. Mr. Ambrose has a Bachelor of Science in Engineering from Princeton University.
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JONATHAN M. CHARAK (47) is currently the Chief Financial Officer of Telular Corporation, effective March 17,
2008.  Prior to joining Telular Corporation in March 2008, Jonathan M. Charak served as the Chief Financial Officer
of Vanderbilt Financial, LLC from January 2007 through February 2008. From June 2003 through October 2006, Mr.
Charak was Chief Financial Officer at Concourse Communications Group, LLC. Prior to that, Mr. Charak served as
Chief Financial Officer of Language Stars, LLC and as Controller at iFulfillment, Inc. Mr. Charak began his career
with 9 years of experience in the independent audit practice of Arthur Andersen LLP. Mr. Charak has a B.S. degree in
Accounting from Indiana University and has been a CPA since 1992.

W. AUSTIN LEWIS (40) currently serves as CEO, CFO, and a director of Paid, Inc., an Internet e-commerce
company, as well as the Chief Executive Officer of Lewis Asset Management Corp., an investment management
company headquartered in New York City which he founded in 2004. Mr. Lewis currently sits on the boards of
directors for five companies: Paid, Inc., MAM Software Group, Inc., ScripsAmerica, Inc., Quest Solutions, Inc.,
FluoroPharma Medical Inc., and Medite MDF, and until 2014 also sat on the board of ViraNet.  From 2003 to 2004,
Mr. Lewis was employed at Puglisi & Company, a New York based broker-dealer registered with FINRA. In 2002,
Mr. Lewis co-founded Thompson Davis & Company, Inc., a registered broker-dealer headquartered in Richmond,
Virginia. From 1998 to 2002, Mr. Lewis was employed by Branch Cabell and Company, Inc. in Richmond, Virginia
(“Branch Cabell”) where he was a registered representative. Following the November 2000 acquisition of Branch Cabell
by Tucker Anthony Incorporated (“Tucker Anthony”), Mr. Lewis served as a Vice-President for Tucker Anthony and
subsequently RBC Dain Rauscher, Inc. which acquired Tucker Anthony in August of 2001. Mr. Lewis received his
Bachelor of Science degree in Finance and Financial Economics from James Madison University in 1998.

DAVID CLARK (Age not provided) currently serves as the Chief Financial Officer of MeetMe, Inc. effective April 2,
2013.  From November 2007 through April 1, 2013, Mr. Clark served as Executive Vice President and Chief Financial
Officer for NutriSystem, Inc.  Mr. Clark served as Chief Financial Officer for Claymont Steel from November 2006
to November 2007. Prior to joining Claymont Steel, Mr. Clark co-founded and served as Chief Financial Officer of
SunCom Wireless, Inc. (formerly Triton PCS) from February 1997 to February 2006.  He also co-founded and served
as Chief Financial Officer of Triton Cellular Partners until its sale in 2000.  Mr. Clark has a Bachelor of Science in
Accounting and Economics from Boston College.

ANTHONY POMPLIANO (58) currently serves as the CEO of ANEXIO Technology, Services, Inc., a data center
solutions company (“ANEXIO”), effective March 2013. Mr. Pompliano also serves as the Managing Partner of AJP
Group LLC, a private equity firm focused on emerging business services (“AJP”), from January 2000. Prior to becoming
CEO of ANEXIO, Mr. Pompliano served as the CEO of P4 Performance Management, an IT Solutions company for
enterprise clients, for nine years. Mr. Pompliano also has prior experience in the telecom field, including as the Vice
President and General Manager for AT&T Solutions from 1998-2000 and as Vice President of Network Operations,
Southeast Region for MCI Telecommunications. Mr. Pompliano received his degree from Rutgers University, where
he also completed Advanced Management and Executive Leadership Programs.

LOUIS ANTONIOU (62) currently serves as the CEO and President of Antel Communications, a telecommunications
company providing high end wireless devices and solutions to clients (“Antel”). Prior to being named CEO, Mr.
Antoniou served as the Vice President: International Sales at Antel.  Prior to joining Antel, Mr. Antoniou spent over
twenty years with Audiovox, Inc. (now, VOXX Electronics Corporation) in various roles, ultimately serving as Vice
President of Audiovox International. Mr. Antoniou received his B.A. in economics from the University of Bridgeport
in 1976.
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Proposed Resolution

It is proposed by the Dissident Shareholder that the following resolution be adopted at the Meeting:

“RESOLVED, that the election of Mr. Alan B. Howe, Mr. Anthony Ambrose, Mr. Jonathan M. Charak, Mr. W. Austin
Lewis, Mr. David Clark, Mr. Anthony Pompliano and Mr. Louis Antoniou, as directors of the Company until the next
annual general meeting of shareholders is hereby approved.”

Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on either part of Proposal 1 is necessary for the approval of either Proposal 1.A or 1.B.  At the Meeting,
shareholders will be asked to elect nominees by voting on either Proposal 1.A or Proposal 1.B, but not both, to serve
as directors of the Company until the close of the next annual general meeting of shareholders of the Company. 
Please note that although Mr. Howe appears under both Proposal 1.A and Proposal 1.B, you may only vote “FOR” Mr.
Howe in one place on the enclosed proxy card.  If a shareholder votes “FOR” any nominees under both Proposal 1.A
and Proposal 1.B, including Mr. Howe, the shareholder’s votes under both Proposal 1.A and 1.B will not be counted in
determining the outcome of either Proposal.

If a shareholder votes “FOR” any nominees under Proposal 1.A and gives no instructions as to Proposal 1.B, such
shareholder will be deemed to have voted “AGAINST” Proposal 1.B.  If a shareholder votes “FOR” any nominees under
Proposal 1.B and gives no instructions as to Proposal 1.A, such shareholder will be deemed to have voted “AGAINST”
Proposal 1.A.

Board Recommendation

THE BOARD RECOMMENDS SHAREHOLDERS VOTE
“AGAINST” THE DISSIDENT NOMINEES NAMED IN PROPOSAL 1.B.
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CORPORATE GOVERNANCE

General Information

Director Independence

The Board makes an annual determination of independence as to each board member under the current standards for
“independence” established by Nasdaq and the SEC. On August 23, 2016, the Board determined that all of its directors,
except Gerald Vento and Dr. Yuen Wah Sing, are independent under these standards. On December 29, 2016, the
Board determined that Mr. Bell and Mr. Howe are independent under these standards. As of the date of this Proxy
Statement, no determination has been made by the Board, and the Board does not intend to make any determination
prior to the Meeting, with respect to the independence of the Dissident Nominees, other than Mr. Howe, under the
rules of Nasdaq or the SEC.

Family Relationships

There are no family relationships among any of the Company’s directors or executive officers.

Shareholder Communications with the Board

We provide a process by which our shareholders may send communications to the Board, any committee of the Board,
the non-management directors or any particular director. Shareholders can contact our non-management directors by
sending such communications to the attention of the Secretary, c/o magicJack VocalTec Ltd., 12 Haomanut Street,
2nd Floor, Poleg Industrial Zone, Netanya 4250445, Israel or at www.vocaltec.com. Shareholders wishing to
communicate with a particular Board member, a particular Board committee or the Board as a whole may send a
written communication to the same address. The Secretary will forward such communication to the full Board, to the
appropriate committee or to any individual director or directors to whom the communication is addressed, unless the
communication is unrelated to the duties and responsibilities of the Board (such as spam, junk mail and mass
mailings, ordinary course disputes over fees or services, personal employee complaints, business inquiries, new
product or service suggestions, resumes and other forms of job inquiries, surveys, business solicitations or
advertisements) or is unduly hostile, threatening, illegal, or harassing, in which case the Secretary has the authority to
discard the communication or take appropriate legal action regarding the communication.

Code of Ethics

We have adopted a written code of ethics that applies to our directors, officers (including our principal executive
officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
and other employees. A copy of our code of ethics is available on the Company’s website: www.vocaltec.com under
the “Corporate Governance - Governance Documents” tab. Amendments to and waivers from the code of ethics, as
applicable, will be disclosed on the Company’s website.
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Board Leadership Structure

Our Amended and Restated Articles of Association does not contain a policy on whether the roles of Chairman of the
Board and Chief Executive Officer should be separate or combined, with this decision being made by the Board based
on the best interests of the Company considering the circumstances at the time. In addition, the Companies Law
provides that the Chief Executive Officer, or his or her relative may not also serve as the Chairman of the Board
unless the term does not exceed three years and such appointment is approved by the Company shareholders,
including  (i) the majority of votes of non-controlling shareholders and shareholders who do not have a Personal
Interest in the approval, and who are participating in the voting, in person, by proxy or by written ballot, at the
meeting (votes abstaining shall not be taken into account) or (ii) the total number of votes against the approval among
the shareholders described in clause (i) does not exceed two percent (2%) of the voting rights in the Company.
Currently, the offices of the Chairman of the Board and the Chief Executive Officer are held by two different people.
The Companies Law also provides that under certain circumstances the term of service for a company’s Chief
Executive Officer who also serves as the Chairman of the Board may exceed three years. The Chairman of the Board
is Donald Burns, while our Chief Executive Officer is Gerald Vento. The Board believes that its independent,
non-management directors, which currently make up four (4) of six (6) directors, provide a range of strong and
independent views and opinions and sufficiently balance the governance needs of the Company. In addition, the
Company’s non-management directors meet in periodic executive sessions without any members of management
present. The purpose of these executive sessions is to promote open and candid discussion among the
non-management directors.

Board Involvement in Risk Oversight and Risk Assessment of Compensation Practices

Day-to-day management of risk is the direct responsibility of the Company’s Chief Executive Officer and the senior
leadership team. The Board has oversight responsibility for managing risk at the Company, focusing on the adequacy
of the Company’s risk management and risk mitigation processes. The Board recognizes that an important part of its
responsibilities is to evaluate the Company’s exposure to risk and to monitor the steps management has taken to assess
and control risk. In addition to the discussion of risk at the Board level in connection with these strategic and
operational areas, the Board’s standing committees also focus on risk exposure as part of their on-going
responsibilities. As such, our Audit Committee focuses on oversight of financial risks relating to the Company,
including financial reporting and disclosure risks.

Board Vacancies

In the event that one or more vacancies is created in the Board, including without limitation a situation in which the
number of directors is less than the maximum number permitted under the Amended and Restated Articles of
Association, the continuing directors may appoint directors to temporarily fill any such vacancy, provided, however,
that if the number of directors is less than four (4), they may only act in (i) an emergency; or (ii) to fill the office of
director which has become vacant; or (iii) in order to call a general meeting of the Company for the purpose of electing
directors to fill any or all vacancies, so that at least four (4) directors are in office as a result of said meeting.

Meetings and Committees of the Board

The Board

Each director is expected to devote sufficient time, energy and attention to ensure diligent performance of his or her
duties and to attend all Board and applicable committee meetings. The Board met in person or by conference call
eleven times during the fiscal year ended December 31, 2015. Each director attended at least 75% of all Board and
applicable committee meetings during fiscal year 2015.
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The Board has not adopted a policy with respect to Board members’ attendance at annual meetings of shareholders.
One director attended last year’s annual meeting.
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The Committees

The Board has the following standing committees: (1) Audit Committee, (2) Compensation Committee and (3)
Nominating Committee. The current composition of the committees is presented below. The Board has affirmatively
determined that each director who currently serves on the Audit, Compensation and Nominating Committees is
independent, as the term is defined by applicable Nasdaq and SEC rules. As of the date of this Proxy Statement, no
determination has been made, and the Board does not intend to make any determination prior to the Meeting, by the
Board with respect to the independence of the Dissident Nominees, other than Mr. Howe, under the rules of Nasdaq or
the SEC.

Under a recent amendment to the Israel Companies Regulations (Relief for Public Companies Whose Securities are
Listed for Trading on an Exchange Abroad) 5760- 2000 (Regulation 5d.), a company with no controlling shareholder
and with securities listed for trading on certain stock exchanges outside of Israel, including Nasdaq, may adopt
exemptions from various corporate governance requirements of the Israeli Companies Law so long as the Company
satisfies the applicable SEC and stock exchange requirements that apply to U.S. public companies relating to the
appointment of independent directors and the composition of audit and compensation committees (collectively, the
“Exemption”).

Companies adopting the Exemption are exempt from the following Israeli Companies Law requirements: (i) the
composition requirements under the Companies Law for members of the Audit and Compensation Committees,
including independence requirements, the requirement that external directors must be members of these committees,
the requirement of who may be present at meetings and during discussions and decisions, and the quorum requirement
and (ii) the requirement to appoint external directors (provided that if on the appointment date of a director, all
members of the Board are of one sex, a director of the opposite sex shall be appointed), the requirement that an
external director be members of each committee of the Board of Directors and the limitations on employment and
payment to external directors and their relatives.  External directors who were appointed before adoption of the
Exemption by the Company may continue to serve on the Board until the earlier of the end of their term of office or
until the second annual general meeting held following such adoption.

Our Board approved the adoption of the Exemption on August 2, 2016. Accordingly, we are not required to appoint
external directors, provided that we comply with applicable SEC requirements and Nasdaq rules that apply to U.S.
public companies relating to the appointment of independent directors and the composition of Audit and
Compensation Committees, and such requirements and rules currently govern our Audit and Compensation
Committee composition requirements. Accordingly, Tal Yaron-Eldar no longer serves in her capacity as external
director and will continue serving as a non-external director until the end of her term of office.

Audit Committee

The membership of the Audit Committee consists of at least three (3) directors, all of whom shall meet the
independence requirements established by the Board and applicable laws, regulations, and listing requirements. Each
member shall in the judgment of the Board have the ability to read and understand fundamental financial statements
and otherwise meet the financial sophistication standard established by the requirements of the Nasdaq rules. At least
one member of the Audit Committee shall in the judgment of the Board be an “audit committee financial expert” as
defined by the rules and regulations of the SEC.

The Nasdaq Listing Standards require that all members of our Audit Committee be comprised of directors who are
“independent” as such term is defined by Rule 5605(a)(2) of the Nasdaq Listing Standards.
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The purpose of our Audit Committee is to provide assistance to our Board in fulfilling its legal and fiduciary
obligations with respect to matters involving the oversight of the quality and integrity of the accounting, auditing,
financial reporting and internal control functions of the Company and its subsidiaries as well as complying with the
legal requirements under Israeli law, the rules and regulations of the SEC and Nasdaq. The following are examples of
functions within the authority of the Audit Committee:

· to recommend to the Board and the shareholders the appointment, termination and approval of the compensation of,and oversee, the Company’s independent auditor;

· to communicate on a regular basis with the Company’s outside auditors and review their operation and remuneration;

· to assess the Company’s internal audit system and the performance of its independent auditor and if the necessaryresources have been made available to the independent auditor considering the Company’s needs and size;

· to determine arrangements for handling complaints of employees in relation to suspected flaws in the businessmanagement of the Company and the protection of the rights of such employees;

· to discuss with management and the Company’s independent auditor significant risks or exposures and assess thesteps management has taken to minimize such risks to the Company; and

·
to decide whether to approve acts or transactions involving directors, executive officers, controlling
shareholders and third parties in which directors, executive officers or controlling shareholders have an
interest.

As of the date hereof, our Audit Committee is comprised of Izhak Gross, Tal Yaron-Eldar and Richard Harris. The
Board determined that each member of the Audit Committee meets the independence requirements of the Nasdaq
Listing Standards and the enhanced independence standards for Audit Committee members required by the SEC. The
Board has not determined, and does not plan to determine prior to the Meeting, whether the Dissident Nominees, other
than Mr. Howe, meet the independence requirements of the Nasdaq Listing Standards or the enhanced independence
standards for Audit Committee members. The Audit Committee met in person or by conference call six (6) times
during the fiscal year ended December 31, 2015. Our Board has determined that Tal Yaron-Eldar qualifies as an “audit
committee financial expert” as defined by Item 407(d) of Regulation S-K. A copy of the Audit Committee Charter is
available in the “Corporate Governance - Governance Documents” section of the Company’s website at
www.vocaltec.com.

Compensation Committee

 The Nasdaq Listing Standards require that all members of our Compensation Committee be comprised of directors
who are “independent” as such term is defined by Rule 5605(a)(2) of the Nasdaq Listing Standards. In addition, the
Nasdaq Listing Standards require that in affirmatively determining the independence of any director who will serve on
the Compensation Committee, the Board of Directors must consider all factors specifically relevant to determining
whether a director has a relationship to the Company which is material to the director’s ability to be independent from
management in connection with the duties of a Compensation Committee member, including but not limited to: (i) the
source of compensation of such director, including any consulting, advisory or other compensatory fee paid by the
Company to such director; and (ii) whether such director is affiliated with the Company, a subsidiary of the Company
or an affiliate of a subsidiary of the Company.
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As of the date hereof, our Compensation Committee is comprised of Tal Yaron-Eldar, Richard Harris, and Izhak
Gross. The Board has determined that each member of the Compensation Committee meets the independence
requirements of the Nasdaq Listing Standards, including the heightened independence requirements specific to
Compensation Committee members required by the SEC. The Board has not determined, and does not plan to
determine prior to the Meeting, whether the Dissident Nominees, other than Mr. Howe, meet the independence
requirements of the Nasdaq Listing Standards and the enhanced independence standards for Compensation Committee
members. The Compensation Committee has been appointed to recommend to our Board the compensation paid to our
executive officers. The Compensation Committee has adopted a written charter. A copy of the Compensation
Committee Charter is available in the “Corporate Governance - Governance Documents” section of the Company’s
website at www.vocaltec.com. Please see “Compensation Discussion and Analysis” for discussion about our processes
and procedures for the consideration and determination of executive and director compensation, the role of executive
officers in determining or recommending the amount or form of executive and director compensation, and information
regarding the Company’s use of compensation consultants. The Compensation Committee met in person or by
conference call one time during the fiscal year ended December 31, 2015, and had one update call where no
resolutions were passed and minutes were not recorded. Additionally, certain resolutions were passed via unanimous
written consent by the Compensation Committee on June 17, 2015 and December 1, 2015.

Nominating Committee and Director Nominating Process

Under the Company's Amended and Restated Articles of Association, nominations for the election of directors may be
made by the Board or a committee appointed by the Board or by any shareholder holding at least one percent (1%) of
the outstanding voting power in the Company. However, and without limitation of Section 63 of the Companies Law,
any such shareholder may nominate one or more persons for election as a director at a general meeting only if a
written notice of such shareholder’s intent to make such nomination or nominations has been given to the Secretary of
the Company not later than (i) with respect to an election to be held at an annual general meeting of shareholders,
ninety (90) days prior to the anniversary date of the immediately preceding annual meeting, and (ii) with respect to an
election to be held at an extraordinary general meeting of shareholders for the election of directors, at least ninety (90)
days prior to the date of such meeting. Each such notice shall set forth:

· the name and address of the shareholder who intends to make the nomination and of the person or persons to benominated;

·a representation that the shareholder is a holder of record of shares of the Company entitled to vote at such meetingand intends to appear in person or by proxy at the meeting to nominate the person or persons specified in the notice;

·
a description of all arrangements or understandings between the shareholder and each nominee and any other person
or persons (naming such person or persons) pursuant to which the nomination or nominations are to be made by the
shareholder; and

·

the consent of each nominee to serve as a director of the Company if so elected and a declaration signed by each of
the nominees declaring that there is no limitation under the Companies Law for the appointment of such a nominee
and that all the information that is required under the Companies Law to be provided to the Company in connection
with such an appointment has been provided.
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Notwithstanding the above, under a recent amendment to the Companies Law Regulations (Notice of General
Meetings and Class Meetings of a Public Company and Addition of Items to the Agenda) 2000 (the “Amendment”), a
shareholder who meets the conditions of Section 66(b) of the Companies Law, may submit its request to include an
agenda item, including nominations for the election of directors, within seven days following the Company's notice of
convening a shareholders' meeting at which directors are to be elected and certain other proposals are to be
considered.  The Chairman of the meeting may refuse to acknowledge the nomination of any person not made in
compliance with the foregoing procedures.

The Nasdaq Listing Standards require that all members of our Nominating Committee be comprised of directors who
are “independent” as such term is defined by Rule 5605(a)(2) of the Nasdaq Listing Standards, except under exceptional
and limited circumstances.

As of the date hereof, our Nominating Committee is comprised of Donald A. Burns and Tal Yaron-Eldar. The Board
has determined that each member of the Nominating Committee meets the independence requirements of the Nasdaq
Listing Standards. The Board has not determined, and does not plan to determine prior to the Meeting, whether the
Dissident Nominees, other than Mr. Howe, meet the independence requirements of the Nasdaq Listing Standards. The
Nominating Committee does not have a charter. It evaluates all aspects of a candidate’s qualifications in the context of
the needs of the Company with a view to creating a Board with a diversity of experience and perspectives. The same
evaluation procedures apply to all candidates for director nomination, including candidates submitted by shareholders.
Among a candidate’s qualifications and skills considered important are personal and professional integrity, ethics, and
values; a commitment to representing the long-term interests of shareholders; experience in corporate management,
such as serving as an officer or former officer of a publicly held company; experience and/or academic expertise in the
Company’s industry and with relevant social policy concerns; experience as a board member of another publicly held
company; and practical and mature business judgment. The Nominating Committee gives consideration to a wide
range of diversity factors as a matter of practice when evaluating candidates to the Board and incumbent directors, but
there is no formal policy regarding Board diversity.

 Certain Relationships and Related Party Transactions

In our fiscal year ended December 31, 2015, there has not been, nor is there currently proposed, any transaction or
series of similar transactions to which we were or are to be a party in which the amount involved exceeds $120,000
and in which any of our directors, executive officers, holders of more than 5% of our ordinary shares or any members
of the immediate family of any of the foregoing persons, had or will have a direct or indirect material interest.

Approval of Related Party Transactions under Israeli Law

Under the Companies Law, an engagement by the Company with an officer who is not a director, controlling
shareholder or the chief executive officer regarding his or her service and terms of employment, including an
undertaking to indemnify, exculpate or insure such officer, must be approved by the Compensation Committee and the
Board, provided that the compensation is approved in accordance with the Company’s compensation policy adopted
under the Companies Law. If the engagement is not in accordance with the Company’s compensation policy, approval
of the engagement by the general meeting of the shareholders, requires one of the following: (i) the majority of
shareholder votes counted at the general meeting including the majority of all of the votes of those shareholders who
are not controlling shareholders and do not have a Personal Interest in the approval of the compensation policy, who
participate at the meeting (excluding abstentions) or (ii) the total number of votes against the proposal among the
shareholders mentioned in paragraph (i) does not exceed two percent (2%) of the voting rights in the Company (a
“Special Majority”). In special cases, the Compensation Committee and the Board may decide to adopt the terms of such
an engagement despite the objection of the shareholders, so long as such decision is based on detailed reasons and
after discussing again such engagement and reexamining it in light of the shareholder objection.
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An engagement with the chief executive officer of the Company regarding his or her service and terms of employment
must be approved by our Compensation Committee, our Board of Directors, and by a Special Majority. In special
cases, the compensation of the chief executive officer may be approved without shareholder approval if the candidate
for chief executive officer is independent and the Compensation Committee determines, on the basis of detailed
reasons, that convening a shareholder meeting to approve the engagement will frustrate the engagement, but only if
the engagement complies with the compensation policy adopted under the Companies Law. The renewal or extension
of the engagement with a company’s chief executive officer need not be approved by the shareholders of the Company
if the terms and conditions of such renewal or extension are no more beneficial than the previous engagement or there
is no substantial difference in the terms and conditions under the circumstances, and the terms and conditions of such
renewal or extension are in accordance with the Company’s compensation policy.

For all other transactions between an officer and the Company (or Company transactions in which the officer has a
Personal Interest), the Companies Law requires Audit Committee approval followed by board of director approval if
the transaction is deemed to be extraordinary, and only board of director approval if the transaction is not deemed to
be extraordinary. Under the Companies Law, an “extraordinary transaction” is a transaction:

·other than in the ordinary course of business;

· that is not on market terms; or

· that is likely to have a material impact on a company’s profitability, assets or liabilities.

A “Personal Interest” is defined under the Companies Law as the personal interest of a person in an action or in a
transaction of the Company, including the personal interest of such person’s relative or the interest of any other
corporate body in which the person or such person’s relative is a director or general manager, a 5% shareholder or
holds 5% or more of the voting rights, or has the right to appoint at least one director or the general manager, but
excluding a personal interest stemming solely from the fact of holding shares in the Company. A personal interest also
includes (1) a personal interest of a person who votes according to a proxy of another person, including in the event
that the other person has no personal interest, and (2) a personal interest of a person who gave a proxy to another
person to vote on his or her behalf regardless of whether the discretion of how to vote lies with the person voting or
not.

Under the Companies Law, an engagement by the Company with a director regarding the terms of service as a director
and other positions of employment (if employed) requires the approval of the Compensation Committee, the Board of
Directors and a regular majority of the shareholders, provided that such terms of employment are in accordance with
the Company’s compensation policy. Such an engagement that is not in accordance with the Company’s compensation
policy may be obtained in special cases but only if approved by a Special Majority. The engagement with a company’s
directors need not be approved by the shareholders of the Company with respect to the period from the
commencement of the engagement until the next shareholder meeting convened by the Company, if the terms and
conditions of such engagement were approved by the Compensation Committee and the Board of Directors of the
Company, the terms and conditions of such engagement are in accordance with the Company’s compensation policy
approved in accordance with the Companies Law, and if the terms and conditions of such engagement are no more
beneficial than the terms and conditions of the person previously serving in such role or there is no substantial
difference in the terms and conditions of the previous engagement versus the new one under the circumstances,
including the scope of engagement.  
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A person who has a Personal Interest in the approval of a transaction that is submitted to approval of the Audit
Committee or the Board of Directors generally may not be present during the deliberations and shall not take part in
the voting of the Audit Committee or of the Board of Directors on such transaction. However, such person may be
present at the meeting for the purpose of presenting the transaction if the chairman of the Board of Directors or the
chairman of the Audit Committee, as the case may be, has determined that the presence of such director is required for
presenting the transaction. Notwithstanding the above, a director may be present at a deliberation of the Audit
Committee and the Board of Directors and may take part in the voting, if the majority of the members of the Audit
Committee or the Board of Directors, as the case may be, have a Personal Interest in the approval of the transaction, in
which case the transaction shall also require the approval of the shareholders of the Company.

In addition, under the Companies Law, extraordinary transactions of a public company with a controlling shareholder
or in which a controlling shareholder has a Personal Interest, and the terms of engagement of the Company, directly or
indirectly, with a controlling shareholder or his or her relative regarding the receipt by the Company of services from
the controlling shareholder, require the approval of the Audit Committee (or the Compensation Committee, if the
engagement is related to the terms of service and employment), the Board of Directors and a Special Majority, in that
order. In addition, any such extraordinary transaction with a term of more than three years requires the
abovementioned approval every three years unless, with respect to transactions not involving the receipt of services or
compensation, the Audit Committee determines that a longer term is reasonable under the circumstances.
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COMPENSATION DISCUSSION AND ANALYSIS

The following discussion and analysis contains statements regarding individual and Company performance targets and
goals used in setting compensation for our named executive officers. These targets and goals are disclosed in the
limited context of the Company’s compensation programs and should not be understood to be statements of
management’s future expectations or estimates of future results or other guidance. The Company specifically cautions
investors not to apply these statements to other contexts.

Compensation Philosophy and Objectives

 The goals of our executive officer compensation program are to attract, retain, and reward executive officers who
contribute to our success, to align executive officer compensation with our performance, and to motivate executive
officers to achieve our business objectives. We compensate our senior management through a mix of base salary,
bonus, and equity compensation designed to align management’s incentives with the long-term interests of our
shareholders. In addition, we provide our named executive officers with benefits that are generally available to all
employees of the Company. Compensation paid to our executive officers is made on a discretionary basis by our
Board following approval by the Compensation Committee. In addition, shareholders must approve certain executive
compensation, as described in more detail below.

Our Named Executive Officers in 2015 were Gerald Vento, Chief Executive Officer, President and Director; Jose
Gordo, Chief Financial Officer; Timothy R. McDonald, our former Chief Operating Officer; Dr. Yuen Wah Sing, our
former President of Tiger Jet Network, Inc., a subsidiary of the Company, and Director; and Keith Reed, General
Manager - Senior Vice President Enterprise.

Setting Executive Compensation

At the 2013 annual general meeting of shareholders held on July 3, 2013, our shareholders approved the compensation
policy that we submitted to the shareholders for their approval (the “Compensation Policy”). Under Amendment No. 20
to the Companies Law which came into effect in December 2012, public companies were required to adopt a
compensation policy with respect to the terms of service and employment of their directors and officers no later than
September 2013. The Companies Law requires that a compensation policy be reviewed and re-approved every three
years and as a result, our Compensation Policy will need to be reviewed and re-approved by a special majority of
shareholders at the Meeting.

Amendment No. 20 to the Companies Law provides that the compensation policy shall be based, among others, on
promoting the Company’s objectives, its work plan and long term strategy, creating appropriate incentives for the
Company’s directors and officers, considering, among others, the risk management of the Company, the Company’s
size and nature of its operations and, with respect to terms of service and employment that include non-fixed
compensation, the contribution of the director or officer to achievement of corporate goals and increased profits, all
with a long term view and taking into account the officer’s position.

The Compensation Policy includes both long term and short term compensation elements and is to be reviewed from
time to time by the Company’s Compensation Committee and Board as required by the Companies Law. In general,
the compensation package for officers will be examined while taking into consideration, amongst others, the following
parameters: (i) the education, qualifications, expertise, seniority (in the Company in particular, and in the officer’s
profession in general), professional experience and achievements of the officer; (ii) the officer’s position, the scope of
his responsibility and previous wage agreements that were signed with him; (iii) the officer’s contribution to the
Company’s business, profits and stability; (iv) the degree of responsibility imposed on the officer; and (v) the
Company’s need to retain officers who have skills, know-how or unique expertise. Additionally, prior to the approval
of a compensation package for an officer, the Company will conduct a wage survey that compares and analyzes the
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level and cost of the compensation package offered to an officer of the Company with the compensation packages
offered to officers in similar positions in other companies of the same type and/or financial structure. The surveys are
to be conducted internally or through an external consultant recommended by the Compensation Committee.
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As provided in the Compensation Policy, the Company is entitled to grant to officers (to all or part of them) a
compensation package which may include a base salary, commissions, sign-on bonus, annual cash bonus and
share-based compensation, or any combination thereof, and additional standard benefits.

An engagement with an officer who is not a director, controlling shareholder (or relative thereof), or the chief
executive officer regarding his or her service and terms of employment must be approved by the Compensation
Committee and the Board, provided that the compensation is approved in accordance with the Company’s
Compensation Policy. Other approval requirements apply if the engagement is not in accordance with the Company’s
Compensation Policy. An engagement with the Chief Executive Officer regarding his or her service and terms of
employment must be approved by our Compensation Committee, our Board of Directors, and by a special majority of
our shareholders. In special cases, the compensation of the Chief Executive Officer may be approved without
shareholder approval. Arrangements between the Company and a director as to the terms of his office or regarding
compensation for non-directorial duties requires the approval of the Compensation Committee, Board and
shareholders.

During 2013, the Compensation Committee selected and directly retained the services of Pay Governance, an
independent compensation consulting firm, to provide a wage survey in accordance with the requirements of our
Compensation Policy, prior to the approval of the compensation package of our Chief Executive Officer, Chief
Financial Officer and Chief Operating Officer. During 2014, the Compensation Committee did not retain the services
of a compensation consultant. During 2015, the Compensation Committee selected and directly retained the services
of Meridian Compensation Consultants, LLC (“Meridian”), an independent compensation consulting firm, to provide a
wage survey in accordance with the requirements of our Compensation Policy, prior to approval of the new
compensation package of our Chief Financial Officer and approval of the compensation package for our new General
Manager and Senior Vice President of Enterprise.

2013 and 2015 Surveys for Chief Executive Officer; Chief Financial Officer, Chief Operating Officer and GM-SVP
Enterprise; Chief Executive Officer Extension

During 2013, Pay Governance developed a peer group analysis for the purpose of comparing and analyzing the level
and cost of the compensation package to be offered to the Chief Executive Officer, Chief Financial Officer and Chief
Operating Officer considering companies of similar size, as measured by trailing twelve months revenue, market
capitalization and enterprise value, that operated in the same or complimentary industries, specifically
telecommunications services, mobile services and solutions, cloud-based services, content-delivery network services
and communications services.

The Compensation Committee considered the data and analyses prepared by Pay Governance that included the
appropriateness of: (i) the amount of base salary, (ii) the annual incentive bonus potential and the performance metrics
for achieving such bonus, (iii) the existence and amount of a signing bonus, (iv) the mix and vesting schedule for
equity compensation, and (v) market practice with respect to other employment terms, with respect to each of the
Chief Executive Officer, Chief Financial Officer and Chief Operating Officer compared to that of the peer group in
2013. The peer group data was collected from Equilar and proxy filings reflecting the most recently disclosed
compensation as of the time Pay Governance compiled the data in 2013.
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Pay Governance reviewed with the Compensation Committee its analysis of the (1) base salaries, (2) bonus, (3) total
cash compensation (salary plus annual bonus opportunity), (4) long-term incentive (“LTI”) awards and (4) total direct
compensation (“TDC”) (salary plus annual bonus opportunity plus value of LTI payable to each Named Executive
Officer (“NEO”)) to the 25th percentile, the 50th percentile and 75th percentile target opportunity of the peer group. The
Compensation Committee used this peer group data to obtain a general understanding of current compensation
practices consistent with our Compensation Policy, ensure that it was acting in an informed and responsible manner
and to make sure our executive compensation program was competitive. The Compensation Committee did not seek
to set any elements of compensation at a specific percentile of the relevant peer group but, it did want to understand
and be cognizant of the divergence of any of the compensation elements from the 25th percentile, 50th percentile and
75th percentile. The Compensation Committee did not conduct a peer group survey during 2014.

In May of 2015, the Compensation Committee recommended that the Board approve extension of the Chief Executive
Officer’s Employment Agreement with the Company. The Employment Agreement was due to expire on December
31, 2015, and the Compensation Committee recommended extension of the term through December 31, 2016 with no
increase in base salary or annual target bonus and no additional equity compensation. The Compensation Committee
determined that such an extension was consistent with the Company’s Compensation Policy based on the peer group
analysis performed by Pay Governance in 2013.  In December of 2016, the Compensation Committee recommended
that the Board approve an extension of the term of the Chief Executive Officer's Employment Agreement with the
Company through the earlier of June 30, 2017 or the date the Company hires a President and Chief Executive Officer
to replace Mr. Vento.  Additionally, the Compensation Committee recommended that in lieu of any severance
payment and to smoothly transition Mr. Vento's duties to the Company's new President and Chief Executive Officer,
the Company enter into a consulting agreement with Mr. Vento as of his separation date under his Employment
Agreement.

During 2015, Meridian developed a peer group analysis for the purpose of comparing and analyzing the level and cost
of the compensation package to be offered to the Chief Executive Officer, Chief Financial Officer and General
Manager and Senior Vice President of Enterprise. The peer group companies considered by Meridian and approved by
the Compensation Committee in connection with 2015 compensation include companies of similar size, as measured
by trailing twelve months revenue, market capitalization and enterprise value, that operated in the same or
complimentary industries as the Company and are as follows:

·Cogent Communications Holdings, Inc.

·8X8 Inc.

·LogMeln, Inc.

·Demandware, Inc.

·Boingo Wireless Inc.

·Spok Holdings Inc.
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·GTT Communications Inc.

·Iridium Communications Inc.

·Atlantic Tele Network Inc.

·Hawaiian Telcom Holdco, Inc.

·Inteliquent, Inc.

·Limelight Networks, Inc.

·Lumos Networks Corp.

·InContact, Inc.

·ORBCOMM Inc.

·Brightcove Inc.

·Liveperson Inc.

·NTELOS Holdings Corp.

·Shenandoah Telecommunications Co

·Fusion Telecommunications International Inc.

The Compensation Committee considered the data and analyses prepared by Meridian that included the
appropriateness of: (i) the amount of base salary, (ii) the annual incentive bonus potential and the performance metrics
for achieving such bonus, (iii) the existence and amount of a signing bonus, (iv) the mix and vesting schedule for
equity compensation, and (v) market practice with respect to other employment terms, with respect to each of the
officers reviewed compared to that of the peer group companies listed above. The peer group data was collected
primarily from proxy filings reflecting the most recently disclosed compensation as of the time Meridian compiled the
data in 2015.

Meridian reviewed with the Compensation Committee its analysis of the (1) base salaries, (2) bonus, (3) total cash
compensation (salary plus annual bonus opportunity), (4) LTI awards and (4) TDC (salary plus annual bonus
opportunity plus value of LTI payable to each NEO) to the 25th percentile, the 50th percentile and 75th percentile
target opportunity of the peer group. The Compensation Committee used this peer group data to obtain a general
understanding of current compensation practices consistent with our Compensation Policy, ensure that it was acting in
an informed and responsible manner and to make sure our executive compensation program is competitive. The
Compensation Committee did not seek to set any elements of compensation at a specific percentile of the relevant
peer group but, it did want to understand and be cognizant of the divergence of any of the compensation elements
from the 25th percentile, 50th percentile and 75th percentile. The Compensation Committee was aware that certain
elements of the compensation package for Mr. Reed, effective as of December 1, 2015, and for Mr. Gordo, effective
as of January 1, 2016, were at levels greater than the compensation paid to similar officers in the peer group
companies, particularly with respect to base salaries in the case of Mr. Reed and long-term incentive awards for each
of Messrs. Gordo and Reed. The Compensation Committee determined that the compensation packages for Messrs.
Gordo and Reed were appropriate due to the decline of the core business, the unique challenges faced in repositioning
the Company and the need to hire and retain executive talent, particularly in the current environment of intense
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competition in the industry and a volatile stock price.
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Compensation Program

The primary components of the executive compensation program of our Company consist of base salary, discretionary
bonuses, grants of ordinary shares, and health benefits.

Base Salary

In accordance with our Compensation Policy, the base salary of a new officer in the Company will be determined
based on the parameters set forth in the Compensation Policy and discussed above. The Compensation Committee and
the Board may update the base salary of the officers (other than (i) officers who are controlling shareholders or their
relatives or other officers’ compensation in which the controlling shareholder has a Personal Interest and (ii) officers
who serve as directors) consistent with the terms of the Compensation Policy including the parameters specified
above, provided that the Compensation Committee alone may approve an amendment to an officer’s base salary that
does not increase such base salary by more than fifteen percent (15%).

Mr. Vento’s base salary in 2015 for his service as Chief Executive Officer of the Company, was $500,000. Mr. Gordo’s
base salary for 2015 for his service as Chief Financial Officer of the Company was $325,000. Mr. McDonald’s base
salary for 2015 for his service as Chief Operating Officer of the Company was $350,000. Dr. Sing’s base salary for
2015 for his service as president of TigerJet Network, Inc. was $250,000. Mr. Reed’s base salary for his service as
General Manager - Senior Vice President Enterprise was $350,000. The annual base salary amounts for Messrs.
Vento, Gordo, McDonald and Dr. Sing remained at the same amount as their 2014 annual base salary levels. Mr.
Gordo’s base salary in 2016 for his service as Chief Financial Officer of the Company has been increased to $350,000.
Mr. Reed’s base salary beginning December 1, 2015 has been set at $350,000. We believe we provided the above
executive officers with a level of base salary that recognized appropriately each individual officer’s scope of
responsibility, role in the organization, experience, contributions to the success of our Company and the results of the
peer group surveys conducted by Pay Governance in 2013 in the case of Messrs. Vento, Gordo and McDonald, and
the peer group surveys conducted by Meridian in 2015 in the case of Messrs. Gordo and Reed.

Signing Bonus

Under our Compensation Policy, we may grant a signing bonus to an officer, which may not exceed the officer’s initial
annual base salary and will be subject to the limitations in the Compensation Policy. A signing bonus will not be
considered in calculating the maximum amount of the bonus (described below) payable to an officer following his
initial year of employment. No signing bonuses were awarded to our Named Executive Officers during 2015.

Annual Cash Incentive Bonus

Under the terms of our Compensation Policy, our annual cash incentive bonus will be based mainly (at least 80%) on
measurable criteria, and, with respect to its less significant part (up to 20%), at the Board and management’s discretion,
based on non-measurable criteria. Measurable criteria may include financial targets, meeting sales and marketing
objectives, productivity indices and growth in the volume of activity, cost savings, implementation and promotion of
planned projects, promoting strategic targets, promoting innovation in the Company and/or success in raising capital.
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The remaining portion of the annual cash bonus (not exceeding 20% of the annual cash bonus) will be determined
according to non-measurable criteria, such as the contribution of the officer to the Company’s business, its profitability
and stability, the need for the Company to retain an officer with skills, know-how, or unique expertise, the
responsibility imposed on the officer, changes that occurred in the responsibility imposed on the officer during the
year, satisfaction with the officer’s performance, assessing the officer’s ability to work in coordination and cooperation
with other employees of the Company, the officer’s contribution to an appropriate control environment and ethical
environment and such other elements as recommended by the Compensation Committee and approved by the Board. 
Based on our Compensation Policy and the peer group survey conducted in 2013, the Compensation Committee
established the following annual cash incentive bonus structure for each of Messrs. Vento, Gordo and McDonald
applicable for each of them during the year ended December 31, 2015 under the terms of their employment
agreements.

Executive
Target
Annual
Bonus

Bonus Milestones Bonus Payout Levels

Gerald Vento $500,000 •
50% based on meeting at least 80%
and up to 120% of target revenue for
the year

•
Revenue: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

•
50% based on meeting at least 80%
and up to 120% of target EBITDA
for the year

•
EBITDA: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

Jose Gordo $150,000 •
50% based on meeting at least 80%
and up to 120% of target revenue for
the year

•
Revenue: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

•
50% based on meeting at least 80%
and up to 120% of target EBITDA
for the year

•
EBITDA: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

Timothy R.
McDonald $150,000 •

50% based on meeting at least 80%
and up to 120% of target revenue for
the year

•
Revenue: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

•
50% based on meeting at least 80%
and up to 120% of target EBITDA
for the year

•
EBITDA: Range from thirty-five percent
(35%) to two hundred percent (200%) of the
target annual bonus.

The term “EBITDA” when used to describe the financial performance measure for the annual cash incentive bonus
means earnings before interest expense, income taxes, depreciation and amortization.
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For bonus purposes, fiscal 2015 net revenues of $101.0 million were 98.9% of the 2015 target of $102.1 million and
calculated EBITDA of $37.0 million was 117.2% of the target of $31.6 million. Based on the achievement of the
target range, Mr. Vento and Mr. Gordo earned $706,063 and $211,819 for 2015, respectively, which is approximately
141% of their target bonus amounts. Mr. McDonald did not earn a bonus as his employment was terminated June 5,
2015.

Dr. Yuen Wah Sing is not eligible to participate in the annual cash incentive bonus program described above but is
eligible to be awarded a discretionary bonus. Dr. Sing did not receive an annual discretionary cash bonus for the year
ended December 31, 2015.

Sales Commissions

Under our Compensation Policy, we may pay our officers, sale and other commissions based on a pre-determined
commission plan, which commissions will be considered part of the officer’s aggregate compensation package subject
to limitations in the Compensation Policy. None of our named executive officers received commissions for the year
ended December 31, 2015.

Grants of Restricted Stock and Ordinary Share Options

Equity compensation consists of periodic grants of restricted stock and options exercisable for ordinary shares to
certain of our executives under our magicJack VocalTec Ltd. 2013 Stock Incentive Plan, as amended, and our
magicJack VocalTec Ltd. 2013 Israeli Stock Incentive Plan, as amended, (together the “2013 Plans”), to provide
additional incentive to work to maximize long-term total return to shareholders. Award levels are determined based on
market data and may vary among participants based on their positions within the Company, assessment of job
performance, and other factors, including the terms of their employment agreements with the Company. A committee
appointed by the Board is specified to act as the plan administrator. In 2015, our Board of Directors administered the
plan directly and not through a committee.

On December 1, 2015, the Board awarded Mr. Gordo 192,926 shares of restricted stock and 499,307 ordinary share
options in connection with Mr. Gordo’s agreement to enter into a new Employment Agreement with the Company
effective as of January 1, 2016. On December 1, 2015, the Board awarded Mr. Reed 192,926 shares of restricted stock
and 499,307 ordinary share options in connection with Mr. Reed’s acceptance of the position of General Manager -
Senior Vice President Enterprise effective as of December 1, 2015. No grants of restricted stock or options were made
to Messrs. Vento or McDonald or Dr. Sing during 2015.

Benefits

We provide various employee benefit programs to our executive officers, including: (i) medical and dental insurance
benefits for our U.S. based employees and (ii) a defined contribution retirement plan for our Israeli employees. These
benefits are generally available to all full-time employees of our Company based on their location.

Separation Agreement and Consulting Agreement with Mr. McDonald

On June 5, 2015, the Company and Mr. McDonald entered into a Separation Agreement and Release (the “Separation
Agreement”). Pursuant to the terms of the Separation Agreement, the Company (i) paid Mr. McDonald a lump sum
payment of $500,000, (ii) is reimbursing his COBRA costs for the twelve month period following the separation date,
and (iii) accelerated the vesting of the remaining unvested shares of restricted stock granted to Mr. McDonald.

On June 6, 2015, the Company and Mr. McDonald entered into an Independent Contractor Agreement (the “Consulting
Agreement”). Pursuant to the terms of the Consulting Agreement, Mr. McDonald agreed to perform consulting services
requested by the Company from time to time in return for a fee of $20,000 per month plus reimbursement of any
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reasonable travel expenses. The Consulting Agreement may be terminated by either party on ten days’ prior written
notice to the other party. Mr. McDonald was paid $120,000 for the consulting services he provided to the Company in
2015.
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Summary Compensation Table

The table below summarizes the total compensation earned by each of our Named Executive Officers for the fiscal
years ended December 31, 2015, 2014 and 2013.

Name Year Salary($)
Bonus
($)(1)

Stock
Awards
($)(2)

Option
Awards
($)(2)

Non-Equity
Incentive
Plan
Compensation
($)(3)

All Other
Compensation
($)

Total ($)

(a) (b) (c) (d) (e) (f) (g) (i) (j)

Gerald Vento
Chief Executive
Officer, and
President

2015 500,000 - - - 706,063 - 1,206,063
2014 500,000 - - - - - 500,000
2013 500,000 500,000 1,157,436 5,929,952 329,375 - 8,416,763

Jose Gordo
Chief Financial
Officer

2015 325,000 - 1,800,000 1,801,138 211,819 - 4,137,957
2014 325,000 - - - - - 325,000
2013 208,125 325,000 1,153,470 2,274,827 98,813 - 4,060,235

Dr. Yuen Wah
Sing
Former President -
TigerJet,
Director(4)

2015 250,000 - - - - 4,051 (5) 254,051
2014 240,048 - - 825,594 - 5,824 (5) 1,071,466
2013 158,124 31,625 - - - 5,966 (5) 195,715

Timothy
McDonald
Former Chief
Operating Officer

2015 152,564(6) - - - - 634,739 (7) 787,303
2014 350,000 - - - - 8,327 (7) 358,327
2013 15,929 350,000 300,000 1,322,018 - - 1,987,947

Keith Reed
GM - Senior Vice
President
Enterprise

2015 29,167 - 1,800,000 1,801,138 - - 3,630,305
2014 - - - - - - -
2013 - - - - - - -
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_________________

(1)
The amounts in the 2013 rows represent signing bonuses paid to Messrs. Vento, Gordo, and McDonald during the
year ended December 31, 2013 for accepting executive officer positions with the Company and a discretionary
bonus paid to Dr. Sing in 2014 for services performed in 2013.

(2)

The amounts in these columns reflect the aggregate grant date fair value of the stock awards computed based on
the closing adjusted price as of the grant date and for option awards computed based on the Black-Scholes value
as of the grant date in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) Topic 718, “Stock-based Compensation.” For additional information, see notes 11 and 12 to the
audited consolidated financial statements in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2015.
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(3)

The amounts in 2015 represent the annual cash incentive bonuses paid in 2016 to Messrs. Vento and Gordo based
on the bonus milestones achieved during the year ended December 31, 2015. There were no annual cash incentive
bonuses paid in 2015 to Messrs. Vento and Gordo as the bonus milestones were not achieved during the year
ended December 31, 2014.  The amounts in 2013 represent the annual cash incentive bonuses paid in 2014 to
Messrs. Vento and Gordo based on the bonus milestones achieved during the year ended December 31, 2013.

(4)Dr. Sing resigned from the Company effective July 15, 2016.
(5)Dr. Sing received $4,051, $5,824, and $5,966 in health-related benefits in 2015, 2014 and 2013, respectively.
(6)Mr. McDonald’s employment with the Company was terminated effective June 5, 2015.

(7)Mr. McDonald received in 2015 $500,000 in severance, $120,000 in consulting fees and $14,739 in health-relatedbenefits. Mr. McDonald received $8,327 in health-related benefits in 2014.

2015 Grants of Plan-Based Awards

The table below sets forth information regarding grants of plan-based awards made to our Named Executive Officers
during the year ended December 31, 2015.

Estimated Future Payouts Under
Non-Equity
Incentive Plan Awards (2)

Estimated Future
Payouts Under
Equity Incentive Plan Awards

All
Other
Stock
Awards:
Number
of
Shares
of

All Other
Option
Awards:
Number of
Securities

Exercise
or Base
Price of

Grant
Date
Fair
Value
of Stock
and

Grant Threshold Target Maximum Threshold Target Maximum Stock or
Units

Underlying
Options

Option
Awards

Option
Awards

Name Date(1) ($) ($) ($) ($) ($) ($) (#) (#) ($/Sh)(3) ($)
Gerald
Vento - 175,000 500,000 1,000,000 - - - - - - -

Jose Gordo 12/1/15 52,500 150,000 300,000 - - - 192,926 - 9.33 1,800,000
12/1/15 - - - - - - - 499,307 3.61 1,801,138

Dr. Yuen
Wah Sing - - - - - - - - - - -

Timothy
McDonald - 52,500 150,000 300,000 - - - - - - -

Keith Reed 12/1/15 - - - - - - 192,926 - 9.33 1,800,000
12/1/15 - - - - - - - 499,307 3.61 1,801,138

_________________

(1)The grant dates refer to the date that the stock awards and option awards were granted to the Named ExecutiveOfficers.

(2)

These columns reflect the threshold, target and maximum amounts that Messrs. Vento, Gordo and McDonald were
eligible to receive under our annual cash incentive bonus plan with respect to fiscal year 2015. For a description of
how these amounts were calculated, please see “Compensation Discussion and Analysis - Annual Cash Incentive
Bonus.” Messrs. Vento and Gordo received payment under our annual cash incentive bonus plan for 2015. Mr.
McDonald did not receive an annual cash incentive bonus for 2015 as his employment with the Company was
terminated effective June 5, 2015. Please see the Non-Equity Incentive Compensation column of the Summary
Compensation table above and the disclosure under the “Compensation Discussion and Analysis - Annual Cash
Incentive Bonus.”

(3)The amounts in this column reflect the aggregate grant date fair value of the stock awards and option awards
computed based on the closing adjusted price as of the grant date in accordance with ASC Topic 718, “Stock-based
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Compensation.” For additional information, see note 12 to the audited consolidated financial statements in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2015.
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Outstanding Equity Awards and Stock Vesting

Outstanding Equity Awards at Fiscal Year-End

The following table sets forth certain information regarding equity-based awards held by our Named Executive
Officers as of December 31, 2015.

Option Awards Stock Awards

Number of Number of
Number
of Market Value

Securities Securities
Shares
or of Shares

Underlying Underlying Units of or Units

Unexercised Unexercised
Stock
That of Stock

Options Options Option Option
Have
Not That Have

(#)xxx (#)xxx Exercise Expiration Vested Not Vested
Name Exercisable Unexercisable Price ($) Date (#)(1) ($)(2)
Gerald Vento 722,782 - 14.95 7/2/2018 - -

Jose Gordo 296,031 - 17.63 7/2/2018 34,904 329,843

- 499,307 (3) 9.33 12/1/2020 192,926 1,823,151

Dr. Yuen Wah Sing 33,334 66,666 (4) 19.23 4/22/2019 - -

Timothy McDonald - - - - - -

Keith Reed - 499,307 (3) 9.33 12/1/2020 192,926 1,823,151
_________________

(1)

All shares in this column consist of restricted stock awards. Of the shares of restricted stock granted to Mr. Gordo,
34,904 of the shares related to pre-employment services have a restriction on vesting based on the Company’s stock
price reaching certain targets, these targets were not met so Mr. Gordo’s shares under this grant did not vest. If the
stock price target is met, these shares will vest prospectively. Mr. Gordo’s remaining restricted stock awards vest
one-third annually at each of December 31, 2016, 2017 and 2018. The shares of restricted stock granted to Mr.
Reed vest one-third annually at each of December 31, 2016, 2017 and 2018.

(2)Amounts in this column have been calculated using an assumed stock price of $9.45, the closing price of ourordinary shares on December 31, 2015, the last business day of our fiscal year 2015.

(3)The remaining unvested stock options are scheduled to vest in one-third annual increments beginning December31, 2016.

(4)The remaining unvested stock options are scheduled to vest in annual increments on April 23, 2016 and April 23,2017.
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Stock Vested

The following table sets forth certain information regarding the vesting of shares of our restricted stock for each of our
Named Executive Officers during 2015.

Stock Awards

Name

Number
of Shares
Acquired
on
Vesting
(#)

Value Realized
on Vesting ($)(1)

Gerald Vento 26,755 252,835
Jose Gordo 26,664 251,975
Dr. Yen Wah Sing - -
Timothy McDonald 24,410 (2) 187,957
Keith Reed - -
_________________

(1)
The aggregate dollar amount realized by the named executive officer upon the vesting of shares of our restricted
stock was computed by multiplying the number of shares of our restricted stock that vested by the market value of
the underlying shares on the vesting date.

(2)This includes the accelerated vesting of 6,704 shares of restricted stock as approved by the Board in accordancewith the terms of the Separation Agreement entered into between the Company and Mr. McDonald.

Pension Benefits and Nonqualified Deferred Compensation

None of our Named Executive Officers participate in or have account balances in qualified or non-qualified defined
benefit plans sponsored by us, neither do any of our Named Executive Officers participate in or have account balances
in non-qualified defined contribution plans or other deferred compensation plans maintained by us.

Employment Agreements and Potential Payments Upon Termination or Change of Control

Vento Agreement

On April 2, 2013, the Company entered into a definitive employment agreement and compensation arrangement with
Gerald Vento (the “Vento Agreement”), in connection with his services as Chief Executive Officer and President of the
Company. Under the terms of the Vento Agreement, Mr. Vento’s compensation was retroactive to January 1, 2013 to
coincide with Mr. Vento’s start date as Chief Executive Officer.

The term of employment was initially for three (3) years, beginning on January 1, 2013, but it was extended for an
additional year through December 31, 2016 as recommended by the Compensation Committee and Board and
approved by the Company’s shareholders at its 2015 annual general meeting of shareholders. Additionally, the
Compensation Committee and the Board have approved a second extension to Mr. Vento’s term of employment
through the earlier of June 30, 2017 or the date the Company hires a new President and Chief Executive Officer to
replace Mr. Vento, subject to shareholder approval as described under Proposal 5.  Mr. Vento is paid an annual base
salary of $500,000, subject to review each calendar year and possible increases in the sole discretion of the Board. Mr.
Vento also received a signing bonus of $500,000. For each fiscal year of employment during which the Company
employs Mr. Vento, he shall be eligible to receive a bonus based on the Company meeting certain performance
criteria. Mr. Vento’s target annual bonus equals his annual base salary (the “Target Annual Bonus”). The annual bonus
ranges from thirty-five percent (35%) to two hundred percent (200%) of the Target Annual Bonus. The annual bonus
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formula and performance criteria for each fiscal year is based: (i) fifty percent (50%) on the Company meeting at least
eighty percent (80%) and up to one hundred and twenty percent (120%) of its target revenue for the fiscal year; and
(ii) fifty percent (50%) on the Company meeting at least eighty percent (80%) and up to one hundred and twenty
percent (120%) of its target EBITDA for the fiscal year.
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Except as described below, Mr. Vento will only be entitled to receive an Annual Bonus if he is employed by the
Company pursuant to the Vento Agreement at the close of business on the last day of the applicable fiscal year with
respect to the Annual Bonus.

Mr. Vento was granted stock options to purchase 722,782 shares of the Company’s ordinary shares at an exercise price
equal to the fair market value of the Company’s ordinary shares on the date of grant (the “Vento Options”). In addition,
Mr. Vento was granted 80,267 shares of restricted stock (the “Vento Restricted Stock”). All of the Vento Options and
Vento Restricted Stock were fully vested as of December 31, 2015. The Vento Options will expire immediately upon
termination of Mr. Vento’s employment for Cause, and ninety (90) days after termination of Mr. Vento’s employment
for any reason other than Cause. The Vento Restricted Stock and any shares acquired through exercise of the Vento
Options are subject to sale restrictions, as more particularly set forth in the agreements granting those equity interests.
Mr. Vento did not receive any equity compensation when the term of his Employment Agreement was extended
through December 31, 2016.

Either Mr. Vento or the Company may terminate Mr. Vento’s employment under the Vento Agreement for any reason
upon not less than thirty (30) days prior written notice:

(i)

Upon termination of Mr. Vento’s employment prior to a Change of Control by Mr. Vento for Good Reason or by the
Company without Cause (as defined in the Vento Agreement), Mr. Vento will be entitled to a termination payment
equal to one (1) times the sum of (a) Mr. Vento’s annual base salary at the time of such termination and (b) Mr.
Vento’s Target Annual Bonus for the fiscal year in which his employment is terminated (as if the applicable
performance criteria have been met at the level that would result in payment of the Target Annual Bonus at the
100% level irrespective of whether or not that is the case);

(ii)

Upon termination of Mr. Vento’s employment by the resignation of Mr. Vento without Good Reason or by the
Company with Cause, death or disability or for any other reason except as provided in the immediately preceding
paragraph above or the immediately following paragraphs below, Mr. Vento will be due no further compensation
other than what is due and owing through the effective date of Mr. Vento’s resignation or termination (including
any Annual Bonus that may be due and payable to Mr. Vento);

(iii)

If upon or within six months subsequent to a Change of Control, Mr. Vento’s employment is terminated by Mr.
Vento for Good Reason or by the Company without Cause, Mr. Vento will be entitled to and paid a termination
payment equal to three (3) times the sum of (a) Mr. Vento’s annual base salary at the time of such termination and
(b) Mr. Vento’s Target Annual Bonus for the fiscal year in which his employment is terminated (as if the
applicable performance criteria have been met at the level that would result in payment of the Target Annual
Bonus at the 100% level irrespective of whether or not that is the case); or
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(iv)

If Mr. Vento’s employment is terminated by Mr. Vento for Good Reason or by the Company without Cause 180
days prior to the Company’s execution of an agreement which, if consummated, would constitute a Change of
Control, then upon consummation of such Change of Control, Mr. Vento will receive an additional payment equal
to the difference between (a) the change of control termination payment described in clause (iii) and (b) any
termination payment previously provided to Mr. Vento as described in clause (i).

The election of the Dissident Nominees in Proposal 1.B would constitute a Change of Control under the Vento
Agreement, if the extension to the Vento Agreement is approved by the shareholders at the Meeting.  Mr. Vento will
not be entitled to any Severance Payment (as defined in the Vento Agreement) unless Mr. Vento executes and delivers
to the Company a general release of claims upon terms described in the Vento Agreement. The Company will deliver
to Mr. Vento a copy of the release after the Company’s termination of Mr. Vento’s employment without Cause or Mr.
Vento’s termination of employment for Good Reason.

Mr. Vento agrees during the term of his employment and until two years after termination of employment, (A) he will
not engage in any business or activity which is the same as or competitive with any business or activity conducted by
the Company or any of its majority owned subsidiaries or (B) become an officer, employee or consultant of or
otherwise assume a substantial role or relationship with, any governmental entity, agency or political subdivision that
is a client or customer of the Company or any subsidiary or affiliate of the Company, provided that Mr. Vento may
invest in securities of any public company so long as he does not beneficially own more than five percent (5%) of the
class of public securities. During the period of Mr. Vento’s employment and until three years after the termination of
employment, Mr. Vento will not, without the Company’s prior written consent, seek to employ or otherwise seek the
services of any employee or consultant of the Company or any of its majority-owned subsidiaries. Mr. Vento also
agrees to restrictive covenants with respect to confidentiality and work product.

Gordo Agreement

On May 8, 2013, the Company entered into an executive employment agreement with Jose Gordo, effective as of May
10, 2013 (the “Gordo Agreement”), relating to his service as Chief Financial Officer of the Company.

The term of employment under the Gordo Agreement was from May 10, 2013 through December 31, 2015. Pursuant
to the Gordo Agreement, Mr. Gordo received an annual base salary in the amount of $325,000 subject to review each
calendar year and possible increases in the sole discretion of the Board. Mr. Gordo also received a signing bonus of
$325,000. For each fiscal year of employment under the Gordo Agreement, Mr. Gordo was eligible to receive an
Annual Bonus based on the Company meeting certain performance criteria. Mr. Gordo’s Target Annual Bonus was
$150,000, subject to review each calendar year and possible increase in the sole discretion of the Board. The Annual
Bonus ranged from thirty-five percent (35%) to two hundred percent (200%) of the Target Annual Bonus. The Annual
Bonus formula and performance criteria for each fiscal year was based: (i) fifty percent (50%) on the Company
meeting at least eighty percent (80%) and up to one hundred and twenty percent (120%) of its target revenue for the
fiscal year; and (ii) fifty percent (50%) on the Company meeting at least eighty percent (80%) and up to one hundred
and twenty percent (120%) of its target EBITDA for the fiscal year.

Except as described below, Mr. Gordo was only entitled to receive an Annual Bonus if he was employed by the
Company pursuant to the Gordo Agreement at the close of business on the last day of the applicable fiscal year with
respect to the Annual Bonus.
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Mr. Gordo was granted stock options to purchase 256,151 shares of the Company’s ordinary shares at an exercise price
equal to the fair market value of the Company’s ordinary shares on July 3, 2013, the date of grant (the “Gordo Options”).
In addition, Mr. Gordo was granted 27,634 shares of restricted stock (the “Gordo Restricted Stock”) on July 3, 2013.
The Gordo Options and Gordo Restricted Stock were fully vested as of December 31, 2015. Furthermore, Mr. Gordo
was granted 39,880 ordinary share options (the “Prior Service Options”) and 52,356 shares of restricted stock for
services provided to the Company prior to his employment by the Company (the “Prior Service RSUs”) on July 3, 2013.
The Prior Service Options were fully vested as of December 31, 2015. The Prior Service RSUs were scheduled to vest
in full on December 31, 2015, however, the shares have a vesting schedule based on the Company’s stock price
reaching certain targets. In the event that the targets are not met, the vesting is deferred until the targets are reached. In
the event that Mr. Gordo’s employment is terminated by the Company without “Cause” or by Mr. Gordo for “Good
Reason,” or the Company experiences a Change of Control prior to termination of Mr. Gordo’s termination of
employment (as such terms are defined in Mr. Gordo’s Restricted Stock Agreement), the Prior Service RSUs will fully
vest. The Gordo Options and Prior Service Options will expire immediately upon termination of Mr. Gordo’s
employment for Cause, and ninety (90) days after termination of Mr. Gordo’s employment for any reason other than
Cause. The Gordo Restricted Stock, the Prior Services RSUs and any shares purchased through exercise of the Gordo
Options or Prior Service Options are subject to sale restrictions as more particularly set forth in the agreements
granting those equity interests.

Either Mr. Gordo or the Company could have terminated Mr. Gordo’s employment under the Gordo Agreement for
any reason upon not less than thirty (30) days prior written notice:

(i)

Upon termination prior to a Change of Control by the Company without Cause or by Mr. Gordo for Good Reason,
each as defined in the Gordo Agreement, Mr. Gordo will be entitled to a termination payment equal to one (1) times
the sum of (a) Mr. Gordo’s annual base salary at the time of such termination and (b) Mr. Gordo’s Target Annual
Bonus for the fiscal year in which his employment is terminated (as if the applicable performance criteria have been
met at the level that would result in payment of the Target Annual Bonus at the 100% level irrespective of whether
or not that is the case);

(ii)

Upon termination of Mr. Gordo’s employment by the resignation of Mr. Gordo without Good Reason or by the
Company with Cause, death or disability or for any other reason except as provided in the immediately preceding
paragraph above or the immediately following paragraphs below, Mr. Gordo will be due no further compensation
other than what is due and owing through the effective date of Mr. Gordo’s resignation or termination (including
any Annual Bonus that may be due and payable to Mr. Gordo);

(iii)

If upon or within six months subsequent to a Change of Control, Mr. Gordo’s employment is terminated by Mr.
Gordo for Good Reason or by the Company without  Cause, Mr. Gordo will be entitled to and paid a termination
payment equal to three (3) times the sum of (a) Mr. Gordo’s annual base salary at the time of such termination and
(b) Mr. Gordo’s Target Annual Bonus for the fiscal year in which his employment is terminated (as if the
applicable performance criteria have been met at the level that would result in payment of the Target Annual
Bonus at the 100% level irrespective of whether or not that is the case); or

(iv)

If Mr. Gordo’s employment is terminated by Mr. Gordo for Good Reason or by the Company without Cause 180
days prior to the Company’s execution of an agreement which, if consummated, would constitute a Change of
Control, then upon consummation of such Change of Control, Mr. Gordo will receive an additional payment equal
to the difference between (a) the change of control termination payment described in clause (iii) and (b) any
termination payment previously provided to Mr. Gordo as described in clause (i).
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The election of the Dissident Nominees in Proposal 1.B would constitute a Change of Control under the Gordo
Agreement. Mr. Gordo was not entitled to any Severance Payment (as defined in the Gordo Agreement) unless Mr.
Gordo executed and delivered to the Company a general release of claims upon terms described in the Gordo
Agreement. The Company would have delivered to Mr. Gordo a copy of the release after the Company’s termination
of Mr. Gordo’s employment without Cause or Mr. Gordo’s termination of employment for Good Reason.

Under the terms of the Gordo Agreement, Mr. Gordo agreed during the term of his employment and until two years
after termination of employment, (A) he would not engage in any business or activity which is the same as or
competitive with any business or activity conducted by the Company or any of its majority owned subsidiaries or (B)
become an officer, employee or consultant of or otherwise assume a substantial role or relationship with, any
governmental entity, agency or political subdivision that is a client or customer of the Company or any subsidiary or
affiliate of the Company, provided that Mr. Gordo could have invested in securities of any public company so long as
he did not beneficially own more than five percent (5%) of the class of public securities. During the period of Mr.
Gordo’s employment and until three years after the termination of employment, Mr. Gordo agreed he would not,
without the Company’s prior written consent, seek to employ or otherwise seek the services of any employee or
consultant of the Company or any of its majority-owned subsidiaries. Mr. Gordo also agreed to restrictive covenants
with respect to confidentiality and work product.

Mr. Gordo entered into a new Employment Agreement with the Company on December 1, 2015 with an effective date
of January 1, 2016 through December 31, 2018 under which he will continue to serve as the Company’s Chief
Financial Officer (the “2016 Gordo Agreement”). Pursuant to the 2016 Gordo Agreement, Mr. Gordo will receive an
annual base salary in the amount of $350,000 subject to review each calendar year and possible increases in the sole
discretion of the Board. For each fiscal year of employment under the 2016 Gordo Agreement, Mr. Gordo will be
eligible to receive an Annual Bonus based on the Company meeting certain performance criteria. Mr. Gordo’s Target
Annual Bonus will be $175,000, subject to review each calendar year and possible increase in the sole discretion of
the Board. The Annual Bonus ranged from thirty-five percent (35%) to two hundred percent (200%) of the Target
Annual Bonus. The Annual Bonus formula and performance criteria for each fiscal year was based: (i) fifty percent
(50%) on the Company meeting at least eighty percent (80%) and up to one hundred and twenty percent (120%) of its
target revenue for the fiscal year; and (ii) fifty percent (50%) on the Company meeting at least eighty percent (80%)
and up to one hundred and twenty percent (120%) of its target EBITDA for the fiscal year.

Except as described below, Mr. Gordo will only be entitled to receive an Annual Bonus if he is employed by the
Company pursuant to the 2016 Gordo Agreement at the close of business on the last day of the applicable fiscal year
with respect to the Annual Bonus.

Either Mr. Gordo or the Company may terminate Mr. Gordo’s employment under the 2016 Gordo Agreement for any
reason upon not less than thirty (30) days prior written notice. Mr. Gordo will be entitled to the same termination
payments upon a termination or Change of Control event as described above in connection with the Gordo
Agreement.
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Mr. Gordo was granted stock options to purchase 499,307 shares of the Company’s ordinary shares at an exercise price
equal to the fair market value of the Company’s ordinary shares on December 1, 2015, the date of grant (the “2016
Options”). In addition, Mr. Gordo was granted 192,926 shares of restricted stock (the “2016 Restricted Stock”) on
December 1, 2015. The 2016 Options and 2016 Restricted Stock are scheduled to vest as follows: one-third of the
2016 Options and 2016 Restricted Stock will vest on each of December 31, 2016, December 31, 2017 and December
31, 2018, respectively, subject to Mr. Gordo’s continued employment by the Company. In the event that Mr. Gordo’s
employment is terminated by the Company without “Cause” or by Mr. Gordo for “Good Reason” (as such terms are
defined in the agreements granting those equity interests), Mr. Gordo will be credited with service through the date
that is three (3) months after the termination date (the “Final Vesting Date”), and the 2016 Restricted Stock and 2016
Options will vest on a pro-rata basis through the Final Vesting Date. By way of example only, if Mr. Gordo’s
employment is terminated by the Company without Cause or by Mr. Gordo for Good Reason on June 1, 2017, he will
be credited with service through August 30, 2017, and 20/36th of the Restricted Stock and Options will be vested,
representing (a) (i) 17 months of employment (through May 31, 2017), plus (ii) an additional three months, divided by
(b) the 36 month vesting schedule. In addition, all unvested 2016 Options and 2016 Restricted Stock in the Company
will immediately become one hundred percent (100%) vested upon a Change of Control (as defined in the 2016 Gordo
Agreement).  The election of the Dissident Nominees in Proposal 1.B would constitute a Change of Control under the
2016 Gordo Agreement. The 2016 Options will expire immediately upon termination of Mr. Gordo’s employment for
Cause, and ninety (90) days after termination of Mr. Gordo’s employment for any reason other than Cause. The 2016
Restricted Stock and any shares purchased through exercise of the 2016 Options are subject to sale restrictions as
more particularly set forth in the agreements granting those equity interests.

Under the 2016 Gordo Agreement, Mr. Gordo will not be entitled to any Severance Payment unless he executes and
delivers to the Company a general release of claims as described above relating to the Gordo Agreement.

Additionally, Mr. Gordo has agreed under the terms of the 2016 Gordo Agreement to the same restrictive covenants
relating to non-competition, confidentiality and work product that are described above relating to the Gordo
Agreement.

McDonald Agreement

On December 13, 2013, the Company entered into an executive employment agreement with Timothy R. McDonald,
effective as of December 13, 2013 (the “McDonald Agreement”), relating to his service as Chief Operating Officer of
the Company.

The term of employment was from December 13, 2013 through December 31, 2016. Pursuant to the McDonald
Agreement, Mr. McDonald was entitled to receive an annual base salary in the amount of $350,000 subject to review
each calendar year and possible increases in the sole discretion of the Board. Mr. McDonald also received a signing
bonus of $350,000. For each fiscal year of employment during which the Company employed Mr. McDonald, Mr.
McDonald was eligible to receive an Annual Bonus based on the Company meeting certain performance criteria. Mr.
McDonald’s Target Annual Bonus was $150,000, subject to review each calendar year and possible increase in the sole
discretion of the Board. The Annual Bonus ranged from thirty-five percent (35%) to two hundred percent (200%) of
the Target Annual Bonus. The Annual Bonus formula and performance criteria for each fiscal year was based: (i) fifty
percent (50%) on the Company meeting at least eighty percent (80%) and up to one hundred and twenty percent
(120%) of its target revenue for the fiscal year; and (ii) fifty percent (50%) on the Company meeting at least eighty
percent (80%) and up to one hundred and twenty percent (120%) of its target EBITDA for the fiscal year.
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Except as described below, Mr. McDonald was only entitled to receive an Annual Bonus if he was employed by the
Company pursuant to the McDonald Agreement at the close of business on the last day of the applicable fiscal year
with respect to the Annual Bonus.

Mr. McDonald was granted stock options to purchase 255,794 shares of the Company’s ordinary shares at an exercise
price equal to the fair market value of the Company’s ordinary shares on December 13, 2013, the date of grant (the
“McDonald Options”). In addition, Mr. McDonald was granted 24,410 shares of restricted stock (the “McDonald
Restricted Stock”). The McDonald Options are scheduled to vest as follows: one-third of the McDonald Options would
vest on July 1, 2014, July 1, 2015 and July 1, 2016, subject to Mr. McDonald’s continued employment by the
Company. The restricted stock was scheduled to vest in full on July 1, 2016. In the event that Mr. McDonald’s
employment would have been terminated by the Company without “Cause” or by Mr. McDonald for “Good Reason” (as
such terms are defined in Mr. McDonald’s Stock Option Agreement), Mr. McDonald would have been credited with
service through the date that is three (3) months after the termination date (the “Final Vesting Date”), and the McDonald
Restricted Stock and McDonald Options would have vested on a pro-rata basis through the Final Vesting Date. In
addition, all unvested McDonald Options and McDonald Restricted Stock in the Company would have immediately
become one hundred percent (100%) vested upon a Change of Control (as defined in the McDonald Agreement). The
election of the Dissident Nominees in Proposal 1.B would have constituted a Change of Control under the McDonald
Agreement. The McDonald Options would have expired immediately upon termination of Mr. McDonald’s
employment for Cause, and ninety (90) days after termination of Mr. McDonald’s employment for any reason other
than Cause. The McDonald Restricted Stock and any shares purchased through exercise of the McDonald Options
would have been subject to sale restrictions as more particularly set forth in the agreements granting those equity
interests.

Either Mr. McDonald or the Company could have terminated Mr. McDonald’s employment under the McDonald
Agreement for any reason upon not less than thirty (30) days prior written notice:

(i)

Upon termination prior to a Change of Control, by the Company without Cause or by Mr. McDonald for Good
Reason, each as defined in the McDonald Agreement, Mr. McDonald would have been entitled to termination
payment equal to one (1) times the sum of (a) Mr. McDonald’s annual base salary at the time of such termination
and (b) Mr. McDonald’s Target Annual Bonus for the fiscal year in which his employment was terminated (as if the
applicable performance criteria have been met at the level that would result in payment of the Target Annual Bonus
at the 100% level irrespective of whether or not that is the case);

(ii)

Upon termination of Mr. McDonald’s employment by the resignation of Mr. McDonald without Good Reason or by
the Company with Cause, death or disability or for any other reason except as provided in the immediately
preceding paragraph above or the immediately following paragraphs below, Mr. McDonald would be due no
further compensation other than what would have been due and owing through the effective date of Mr.
McDonald’s resignation or termination (including any Annual Bonus that may have been due and payable to Mr.
McDonald);

(iii)

If upon or within six months subsequent to a Change of Control, Mr. McDonald’s employment would have been
terminated by Mr. McDonald for Good Reason or by the Company without Cause, Mr. McDonald would have
been entitled to and paid a termination payment equal to three (3) times the sum of (a) Mr. McDonald’s annual
base salary at the time of such termination and (b) Mr. McDonald’s Target Annual Bonus for the fiscal year in
which his employment was terminated (as if the applicable performance criteria have been met at the level that
would result in payment of the Target Annual Bonus at the 100% level irrespective of whether or not that is the
case); or
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(iv)

If Mr. McDonald’s employment would have been terminated by Mr. McDonald for Good Reason or by the
Company without Cause 180 days prior to the Company’s execution of an agreement which, if consummated,
would constitute a Change of Control, then upon consummation of such Change of Control, Mr. McDonald would
have received an additional payment equal to the difference between (a) the change of control termination
payment described in clause (iii) and (b) any termination payment previously provided to Mr. McDonald as
described in clause (i).

The election of the Dissident Nominees in Proposal 1.B would have constituted a Change of Control under the
McDonald Agreement. Mr. McDonald was not entitled to any Severance Payment (as defined in the McDonald
Agreement) unless Mr. McDonald executed and delivered to the Company a general release of claims upon terms
described in the McDonald Agreement. The Company was required to deliver to Mr. McDonald a copy of the release
after the Company’s termination of Mr. McDonald’s employment without Cause or Mr. McDonald’s termination of
employment for Good Reason.

Mr. McDonald also agreed under the terms of the McDonald Agreement during the term of his employment and until
two years after termination of employment, (A) he would not engage in any business or activity which is the same as
or competitive with any business or activity conducted by the Company or any of its majority owned subsidiaries or
(B) become an officer, employee or consultant of or otherwise assume a substantial role or relationship with, any
governmental entity, agency or political subdivision that is a client or customer of the Company or any subsidiary or
affiliate of the Company, provided that Mr. McDonald could invest in securities of any public company so long as he
did not beneficially own more than five percent (5%) of the class of public securities. During the period of Mr.
McDonald’s employment and until three years after the termination of employment, Mr. McDonald will not, without
the Company’s prior written consent, seek to employ or otherwise seek the services of any employee or consultant of
the Company or any of its majority-owned subsidiaries. Mr. McDonald also agreed to restrictive covenants with
respect to confidentiality and work product.

On May 6, 2015, the Company and Mr. McDonald reached an agreement regarding termination of Mr. McDonald’s
employment with the Company effective June 5, 2015. The terms of the McDonald Agreement governed the terms of
Mr. McDonald’s employment with the Company during the fiscal year ended December 31, 2014 and continued to
govern the terms of his employment through June 5, 2015. The mutually agreed upon separation was treated as
termination of Mr. McDonald’s employment by the Company without “cause” (as defined in the McDonald Agreement).
The Company and Mr. McDonald entered into a Separation Agreement and Release on June 5, 2015 that set forth the
payments to be made by the Company to Mr. McDonald, which included the acceleration of 6,704 shares of Mr.
McDonald’s restricted stock which would otherwise have remained unvested, and a general release by Mr. McDonald
as required by the terms of the McDonald Agreement.

Reed Agreement

On December 1, 2015, the Company entered into an executive employment agreement with Keith Reed, effective as
of December 1, 2015 (the “Reed Agreement”), relating to his service as General Manager - Senior Vice President
Enterprise (“GM”) of the Company.
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The term of employment is from December 1, 2015 through December 31, 2018. Pursuant to the Reed Agreement,
Mr. Reed will receive an annual base salary in the amount of $350,000 subject to review each calendar year and
possible increases in the sole discretion of the Board. For each fiscal year of employment during which the Company
employs Mr. Reed, Mr. Reed shall be eligible to receive an Annual Bonus based on the Company meeting certain
performance criteria. Mr. Reed’s maximum annual bonus will be up to $200,000, subject to review each calendar year
and possible increase in the sole discretion of the Board. The Annual Bonus formula and performance criteria for each
fiscal year will be based on criteria agreed to by the Company’s Chief Executive Officer and Mr. Reed and approved
by the Company’s Compensation Committee and Board of Directors. The Annual Bonus Criteria for the Annual Bonus
to be earned for calendar year 2016 will be based on: (i) forty percent (40%) on the Company meeting at least eighty
percent (80%) of its target revenue for the fiscal year; (ii) forty percent (40%) on the Company meeting at least eighty
percent (80%) of its target EBITDA for the fiscal year; and (iii) twenty percent (20%) on subjective criteria. The
Annual Bonus Criteria for calendar years 2017 and 2018 will be communicated to the GM no later than December
31st of the year prior to the year for which the Annual Bonus Criteria will apply.

Mr. Reed will not be entitled to a bonus for calendar year 2015. Each Annual Bonus thereafter shall be paid on the
basis of the Company’s fiscal year, which is the calendar year.

Except as described below, Mr. Reed will only be entitled to receive an Annual Bonus if he is employed by the
Company pursuant to the Reed Agreement at the close of business on the last day of the applicable fiscal year with
respect to the Annual Bonus.

Mr. Reed was granted stock options to purchase 499,307 shares of the Company’s ordinary shares at an exercise price
equal to the fair market value of the Company’s ordinary shares on December 1, 2015, the date of grant (the “Reed
Options”). In addition, Mr. Reed was granted 192,926 shares of restricted stock (the “Reed Restricted Stock”). The Reed
Options are scheduled to vest as follows: (i) 16 2/3% of the Reed Options will vest on December 31, 2016, December
31, 2017 and December 31, 2018 and (ii) on the date of communicating the amount of the annual bonus for calendar
year 2016, 2017 and 2018, and an additional amount shall vest equal to 16 2/3% multiplied by the percentage of the
maximum annual bonus target paid for the applicable calendar year. The Restricted Stock is scheduled to vest as
follow: one-third annual increments beginning December 31, 2016. In the event that Mr. Reed’s employment is
terminated by the Company without “Cause” or by Mr. Reed for “Good Reason” upon or within 6 months subsequent to a
“Change of Control,” full acceleration of options other than those options that previously failed to vest as described in
the second (ii) item above and all of the restricted stock shall become vested.  The Reed Restricted Stock and any
shares purchased through exercise of the Reed Options would have been subject to sale restrictions as more
particularly set forth in the agreements granting those equity interests.

Either Mr. Reed or the Company may terminate Mr. Reed’s employment under the Reed Agreement for any reason
upon not less than thirty (30) days prior written notice:

(i)
Upon termination by the Company without Cause or by Mr. Reed for Good Reason, each as defined in the
Reed Agreement, Mr. Reed will be entitled to a termination payment equal to one (1) times the sum of Mr.
Reed’s annual base salary at the time of such termination; or

(ii)

Upon termination of Mr. Reed’s employment by the resignation of Mr. Reed without Good Reason or by
the Company with Cause, death or disability or for any other reason except as provided in the
immediately preceding paragraph above or the immediately following paragraphs below, Mr. Reed will
be due no further compensation other than what is due and owing through the effective date of Mr. Reed’s
resignation or termination (including any Annual Bonus that may be due and payable to Mr. Reed).
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Mr. Reed will not be entitled to any Severance Payment (as defined in the Reed Agreement) unless Mr. Reed executes
and delivers to the Company a general release of claims upon terms described in the Reed Agreement. The Company
will deliver to Mr. Reed a copy of the release after the Company’s termination of Mr. Reed’s employment without
Cause or Mr. Reed’s termination of employment for Good Reason.

Mr. Reed agrees during the term of his employment and until one year after termination of employment, he will not,
directly or indirectly, either (i) on his own behalf or as a partner, officer, director, trustee, executive, agent, consultant
or member of any person, firm or corporation, or otherwise, enter into the employ of, render any service to, or engage
in any business or activity which is the same as or competitive with any business or activity conducted by the
Company or any of its majority-owned subsidiaries, or (ii) become an officer, employee or consultant of, or otherwise
assume a substantial role or relationship with, any governmental entity, agency or political subdivision that is a client
or customer of the Company or any subsidiary or affiliate of the Company; provided, however, that the foregoing shall
not be deemed to prevent the GM from investing in securities of any company having a class of securities which is
publicly traded, so long as through such investment holdings in the aggregate, the GM is not deemed to be the
beneficial owner of more than five percent (5%) of the class of securities that is so publicly traded. During the period
of the Mr. Reed’s employment and until two (2) years after the termination of employment, Mr. Reed will not, without
the Company’s prior written consent, directly or indirectly, on his own behalf or as a partner, shareholder, officer,
executive, director, trustee, agent, consultant or member of any person, firm or corporation or otherwise, seek to
employ or otherwise seek the services of any employee or consultant of the Company or any of its majority-owned
subsidiaries. Mr. Reed also agrees to restrictive covenants with respect to confidentiality and work product.

Change of Control Provisions

Except as described above, during the fiscal year ended December 31, 2015, none of our named executives had any
contract, agreement, plan, or arrangement that provides payments as a result of termination of employment, change in
responsibilities of such executive, or change of control of the Company.
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Payments under Change of Control

Under the individual employment agreements of our Named Executive Officers, upon a Change of Control, each
Named Executive Officer would be entitled to receive the following estimated payments. The election of the Dissident
Nominees in Proposal 1.B would constitute a Change of Control under the agreements with Mr. Vento and Mr.
Gordo.  Dr. Sing did not have an employment agreement in place with the Company and as a result is not entitled to
receive change of control payments.  These disclosed amounts are estimates only and do not necessarily reflect the
actual amounts that would be paid to our Named Executive Officers, which would only be known definitively at the
time that they become eligible for payment and would only be payable if a Change of Control or termination, as
applicable, would occur. The table reflects the amount that could be payable to our Named Executive Officers,
assuming that the Change of Control and, if applicable, termination of the Named Executive Officers employment,
occurred at December 31, 2015:

Name Severance Amount ($)
(1)

Early
Vesting
of Stock
Options
($)
(2)

Early
Vesting of
Restricted
Stock
Units($)
(3)

Total
($)

Gerald Vento 3,000,000 - - 3,000,000
Jose Gordo 1,425,000 59,917 2,152,994 3,637,910
Timothy McDonald (4) 500,000 - 51,621 551,621
Keith Reed 350,000 59,917 1,823,151 2,233,068
_________________

(1)

The severance amounts represent the maximum amounts payable under the senior executives’ change in control
provisions of their employment agreements. These agreements provide that severance be paid at three times the
total of annual base compensation and targeted cash incentive bonus amounts for Messrs. Vento and Gordo and
one time annual base salary for Mr. Reed.

(2)Based on the excess per share of the closing price of the Company’s stock on December 31, 2015 ($9.45) over theexercise price.

(3)Based on the per share market price as of the end of our most recent fiscal year (December 31, 2015) of $9.45 pershare.

(4)
Mr. McDonald’s employment with the Company terminated June 5, 2015 and the amounts noted reflect actual
severance received and the actual value of the early vesting of 6,704 restricted stock units based on the closing
price of the Company’s stock on that date.

Compensation Committee Interlocks and Insider Participation

During the fiscal year ended December 31, 2015, our Compensation Committee consisted of Tal Yaron-Eldar,
Richard Harris, and Yoseph Dauber.

During 2015, none of the members of our Compensation Committee was an employee or officer of the Company.
Further, during 2015, no Compensation Committee member had any relationship requiring disclosure under Item 404
of Regulation S-K promulgated by the SEC. None of our executive officers serves on the board of directors or
compensation committee of a company that has an executive officer that serves on our Board or our Compensation
Committee.
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Director Compensation

The following table sets forth information with respect to compensation for the non-employee directors listed during
the fiscal year ended December 31, 2015.

Name
Fees Earned or
Paid in Cash ($)

Stock
Awards ($)

All Other
Compensation ($) Total ($)

Richard Harris(1) 70,000 -- -- 70,000
Donald A. Burns(2) 100,000 -- -- 100,000
Yoseph Dauber(1) 70,000 -- -- 70,000
Tal Yaron-Eldar(1) 70,000 -- -- 70,000
_________________

(1)Messrs. Harris and Dauber and Ms. Yaron-Eldar served on the Audit Committee and Compensation Committeefor all of fiscal year 2015.

(2)Mr. Burns has served as Chairman of the Board since January 1, 2013. As Chairman, Mr. Burns received$100,000 for his services for the year ended December 31, 2015.

During fiscal year 2015, the Company’s non-employee directors received the following compensation:

·

A fixed annual payment of $50,000 (to be paid quarterly) for service as a member of the Board, and $100,000 for the
Chairperson of the Board, plus, if applicable, a fixed annual payment of $20,000 (to be paid quarterly) for service as
a member of each committee of the Board on which the director serves (the Audit Committee and Compensation
Committee are to be considered one committee for these purposes), except for the Nominations Committee; provided,
however, that the Chairman receives no additional fee for service on a committee.

·
Reimbursement of business expenses and travel and accommodation expenses incurred in the performance of duties
as a member of the Board and/or any Board committee, including, for illustration purposes, business class flying
tickets for overseas travels, suitable hotel accommodation, taxi and/or leased vehicles.

55

Edgar Filing: DEVON ENERGY CORP/DE - Form 8-K

Table of Contents 65



The following report of the Compensation Committee does not constitute soliciting materials and should not be
deemed filed or incorporated by reference into any filings under the Securities Act of 1933, as amended (the “Securities
Act”), or the Exchange Act, except to the extent we specifically incorporate the report by reference in any such filing.

REPORT OF THE COMPENSATION COMMITTEE

Our Compensation Committee has reviewed and discussed with management the Compensation Discussion and
Analysis included in this Proxy Statement and, based on such review and discussions, the Compensation Committee
recommended to our Board that the Compensation Discussion and Analysis be included in this Proxy Statement.

Respectfully submitted, The Compensation Committee

Tal Yaron-Eldar
Yoseph Dauber
Richard Harris
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Beneficial Ownership

The following table sets forth, as of December 28, 2016, the number of our ordinary shares, which constitute our only
voting securities, beneficially owned by (i) all shareholders known to us to own more than five percent (5%) of our
outstanding ordinary shares, and (ii) each of our directors, (iii) each of our named executive officers, and (iv) by all of
our current executive officers and directors as a group as of December 28, 2016. The data presented is based on
information provided to us by the holders or disclosed in public filings with the SEC. The percentage of outstanding
ordinary shares is based on 15,909,195 ordinary shares outstanding (excluding shares held in treasury) plus the
ordinary shares issuable pursuant to ordinary share options and restricted share grants for each shareholder within 60
days of December 28, 2016.

Except where otherwise indicated, and except pursuant to community property laws, we believe, based on information
furnished by such owners, that the beneficial owners of the shares listed below have sole investment and voting power
with respect to such shares. The shareholders listed below do not have any different voting rights from any of our
other shareholders.

Ordinary Shares Beneficially Owned
Name of Beneficial Owner Number (1) Percent
Adam Street Partners, LLC(2)
One North Wacker Drive, Suite 2200
Chicago, IL 60606 1,976,861 12.43 %
Herbert C. Pohlmann Jr.(3)
1290 N. Ocean Blvd.
Palm Beach, FL 33480 1,250,000 7.85 %
Kanen Wealth Management LLC(4)
10141 Sweet Bay Ct.
Parkland, FL 33076 998,452 6.28  %
Morgan Stanley(5)
1585 Broadway
New York, NY 10036

816,428 5.13 %

Numeric Investors LLC(6)
470 Atlantic Avenue, 6th Floor
Boston, MA 02210 857,796 5.39 %
Jose Gordo(7) 595,777 3.62 %
Dr. Yuen Wah Sing(8) 256,973 1.60 %
Gerald Vento(9) 939,949 5.65 %
Donald A. Burns 457,230 2.87 %
Tal Yaron-Eldar 13,668 *
Izhak Gross(10) - *
Richard Harris 10,714 *
Timothy McDonald(11) 12,249 *
Keith Reed(12) 230,745 1.43 %
Don Carlos Bell III - -
Alan Bradley Howe - -

Officers and directors as a group (9 persons) 2,517,305 14.39 %

_________________
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* Represents less than 1% of the outstanding ordinary shares.

(1)

Beneficial ownership is determined in accordance with the rules of the SEC and includes voting power with
respect to ordinary shares. Unless otherwise indicated below, to our knowledge, all persons included in this table
have sole voting and dispositive power with respect to their ordinary shares, except to the extent authority is
shared by spouses under applicable law. Pursuant to the rules of the SEC, the number of ordinary shares deemed
outstanding includes shares issuable upon settlement of restricted ordinary shares held by the respective person or
group that will vest within 60 days of the date hereof and pursuant to ordinary share options held by the respective
person or group that are currently exercisable or may be exercised within 60 days of the date hereof, which we
refer to as presently exercisable ordinary share options.
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(2)

Information based on the Schedule 13G Amendment filed with the SEC on February 12, 2016 by Adams Street
Partners, LLC. Adams Street Partners, LLC has sole voting power and dispositive power over the 1,976,861
shares that are held indirectly through the following funds: Adams Street 2007 Direct Fund, L.P.: 545,549;
Adams Street 2008 Direct Fund, L.P.: 614,925; Adams Street 2009 Direct Fund, L.P.: 531,868; and Adams
Street 2010 Direct Fund, L.P.: 284,519.

(3) Information based on the Schedule 13D Amendment filed with the SEC on April 24, 2012 by Herbert Pohlmann.

(4)

Information based on the Schedule 13D Amendment filed with the SEC on August 31, 2016 by Kanen Wealth
Management LLC and David L. Kanen.  Kanen Wealth Management LLC and Mr. Kanen have shared voting
power and dispositive power over 801,067 shares and Mr. Kanen has sole voting power and dispositive power
over 197,385 shares.  Kanen Wealth Management LLC is an investment manager for customer accounts to which
it furnishes investment advice and Mr. Kanen is the managing member of Kanen Wealth Management LLC.

(5)
Information based on the Schedule 13G filed with the SEC on February 5, 2016 by Morgan Stanley. Morgan
Stanley has sole voting power over 709,149 shares, shared voting power over 106,148 shares and shared
dispositive power over 816,428 shares.

(6)

Information based on the Schedule 13G Amendment filed with the SEC on February 11, 2016 by Numeric
Investors, LLC. Numeric Investors LLC and Man Group plc share voting power and dispositive power over
857,796 shares.  Numeric Investors LLC is the investment manager with respect to the ordinary shares held by
certain funds and/or managed accounts to which the investment manager serves as investment manager
(collectively, the “Numeric Funds”) and Man Group plc, indirectly, through various intermediate entities controls
the investment manager, with respect to the shares held by each of the Numeric Funds.

(7) Includes 561,680 ordinary shares issuable pursuant to ordinary share options and restricted share grants.
(8) Includes 66,667 ordinary shares issuable pursuant to ordinary share options.
(9) Includes 722,782 ordinary shares issuable pursuant to ordinary share options.
(10)Mr. Gross was appointed a director on August 9, 2016.
(11)Information based on Form 4 filed with the SEC on June 18, 2015 by Timothy McDonald.
(12)Includes 230,745 ordinary shares issuable pursuant to ordinary share options and restricted share grants.
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PROPOSAL 2

RE-APPROVAL OF THE COMPANY’S COMPENSATION POLICY

Under Amendment No. 20 to the Companies Law, which came into effect in December 2012 (“Amendment No. 20”),
public companies, such as the Company, must adopt a compensation policy with respect to the terms of service and
employment of their directors and officers. The compensation policy must be approved by (i) the Board upon the
recommendation of the Compensation Committee and (ii) the shareholders of the Company, except under the
circumstances described below. The provisions of Amendment No. 20 require that the compensation policy be
reviewed and re-approved every three years.

Amendment No. 20 provides that the compensation policy shall be based on, among other factors, promoting the
Company’s objectives, work plan and long-term strategy, creating appropriate incentives for the Company’s directors
and officers, considering, among other factors, the risk management of the Company, the Company’s size and nature of
its operations and, with respect to terms of service and employment that include non-fixed compensation, the
contribution of the director or officer to achievement of corporate goals and increased profits, all with a long-term
view and taking into account the officer’s position.

On May 21, 2013, following the recommendation of the Compensation Committee, the Company’s Board approved a
compensation policy for a three-year term, and the shareholders approved such compensation policy at the annual
meeting held on July 3, 2013.

On August 23, 2016, following the recommendation of the Compensation Committee, the Company’s Board
re-approved the compensation policy for a three-year term in the form attached as Exhibit A to this Proxy Statement
(the “Compensation Policy”). The Compensation Policy is identical to the compensation policy approved in 2013 other
than the inclusion of a reference to the Company’s corporate approvals for the 2013 compensation policy described
above. The Compensation Policy includes both long-term and short-term compensation elements and is to be
reviewed from time to time by the Company’s Compensation Committee and Board as required by the Companies
Law.

In general, the compensation package for officers will be examined while taking into consideration, among other
factors, the following parameters: (i) the education, qualifications, expertise, seniority (in the Company in particular,
and in the officer’s profession in general), professional experience and achievements of the officer; (ii) the officer’s
position, the scope of his responsibility and previous wage agreements that were signed with such officer; (iii) the
officer’s contribution to the Company’s business, profits and stability; (iv) the degree of responsibility imposed on the
officer; and (v) the Company’s need to retain officers who have skills, know-how or unique expertise. Additionally,
prior to the approval of a compensation package for an officer, the Company will conduct a wage survey that
compares and analyzes the level and cost of the compensation package offered to an officer of the Company with the
compensation packages offered to officers in similar positions in other companies of the same type and/or financial
structure. The surveys are to be conducted internally or through an external consultant recommended by the
Compensation Committee.

The Company will be entitled to grant to officers (to all or part of them) a compensation package which may include a
base salary, commissions, annual cash bonus and share-based compensation, or any combination thereof, and
additional standard benefits as described in the compensation plan (“Compensation Package”).

Base Salary. The base salary of a new officer in the Company will be determined based on the parameters specified
above.  The Compensation Committee and the Board may update the base salary of the officers (other than (i) officers
who are controlling shareholders or their relatives or other officers’ compensation in which the controlling shareholder
has a Personal Interest and (ii) officers who serve as directors) consistent with the terms of the Compensation Policy,
including the parameters specified above, provided that the Compensation Committee alone may approve an
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amendment to an officer’s base salary that does not increase such base salary by more than fifteen percent (15%).
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Sales Commission. The Company may pay sales and other commissions to its officers based on a pre-determined
commission plan, which commissions will be considered part of the officer’s aggregate compensation package subject
to limitations in the Compensation Policy.

Additional Benefits. The compensation package may include additional standard benefits such as social benefits, car
allowance, mobile allowance, reimbursement of expenses, perquisites, advanced notice for termination of employment
and medical insurance.

Sign-on Bonus. The Company may grant a sign-on bonus to an officer, which may not exceed the officer’s initial
annual base salary and is subject to the limitations in the Compensation Policy.  A sign-on bonus will not be
considered in calculating the maximum amount of the Bonus (described below) payable to an officer following his
initial year of employment.

Insurance, Exculpation and Indemnification. The officers of the Company may benefit from the insurance, exculpation
and indemnification arrangements approved by the Board of Directors from time to time, subject to applicable law.

Advance Notice. The advance notice period for termination of employment will be determined individually with
respect to each officer but will not be more than ninety (90) days.

Severance Terms. In the event that the terms of service of the officer include severance payments, the payments will
be examined in light of the period of service or employment of the officer in the Company, the terms of service, the
Company’s performance during said period, the anticipated contribution of the officer to achieving the Company’s
goals and its profitability and the circumstances of termination of employment. In any event, the amount or value of a
severance payment will not exceed two times such officer’s annual base salary as of termination of employment, other
than termination of employment in connection with a change of control of the Company, in which case such
maximum severance payment will not exceed six times such officer’s annual base salary.  Acceleration of vesting of
equity based compensation issued prior to termination of employment will not be considered in calculating the value
of a severance payment.  No severance payment will be paid to an officer whose employment is terminated for cause.

Annual Cash Bonus. The annual cash bonus will be based mainly (at least 80%) on measurable criteria and, with
respect to its less significant part (up to 20%), on non-measurable criteria at the Board and management’s discretion. 
Measurable criteria may include financial targets, meeting sales and marketing objectives, productivity indices and
growth in the volume of activity, cost savings, implementation and promotion of planned projects, promoting strategic
targets, promoting innovation in the Company and/or success in raising capital.

The remaining portion of the annual cash bonus (not exceeding 20% of the annual cash bonus) will be determined
according to non-measurable criteria, such as the contribution of the officer to the Company’s business, its profitability
and stability, the need for the Company to retain an officer with skills, know-how or unique expertise, the
responsibility imposed on the officer, changes that occurred in the responsibility imposed on the officer during the
year, satisfaction with the officer’s performance, assessing the officer’s ability to work in coordination and cooperation
with other employees of the Company, the officer’s contribution to implementing appropriate controls and an ethical
environment and such other elements as recommended by the Compensation Committee and approved by the Board.
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Share-Based Compensation. The Company may grant to officers options, Restricted Stock Units or any other
share-based compensation pursuant to Company equity plan(s) and subject to any applicable law. The Compensation
Committee and the Board of Directors will consider whether the aforesaid grants are a suitable incentive for
increasing the Company’s value in the long term, the economic value of the grant, the exercise price and the other
terms. Share-based compensation, if granted, will mature in installments or vesting periods (or depend on meeting
milestones) which shall take into account appropriate incentives in light of the Company’s objectives in the years
following the approval of the grant.  Vesting of officer’s share-based compensation shall occur over a minimum period
of three (3) years, provided that vesting of share-based compensation may be accelerated upon a change of control as
recommended by the Compensation Committee and approved by the Board of Directors.  In its discretion, in advance
of granting share-based compensation to an officer, the Board of Directors may establish a maximum value accruing
to such officer upon exercise of such share-based compensation that is not settled in cash.

Limits on Non-fixed Compensation. The Compensation Policy establishes that the ratio between the non-fixed
compensation (including bonuses, sales commissions and equity-based compensation) and the base salary of each
officer (including the CEO) will not exceed seven (7) times such officer’s annual base salary over the term of such
officer’s employment or service agreement with the Company, not taking into account acceleration of vesting of
share-based compensation upon a change of control. In any event, the average annual amount of all non-fixed
compensation payable to an officer (with the value of share-based compensation calculated at the time of grant in
accordance with the cost recorded in its respect in the Company’s books) over the term of such officer’s employment or
service agreement with the Company will not exceed $3,500,000, not taking into account acceleration of vesting of
share-based compensation upon a change of control.

Term of Employment Agreements. Officer employment agreements will be for a fixed term that does not exceed three
(3) years.

Claw Back. Officers must repay to the Company any excess payments made to them which were based on the
Company’s performance if such payments were paid based on false and restated Company financial statements,
provided that such obligation of re-payment will cease two (2) years after payment of the bonus in question unless the
officer knowingly contributed to the mistakes in the financial statements leading to restatement, in which case there
shall be no time limit applicable to such obligation.

Director Compensation. In addition to compliance with the other provisions of the Compensation Policy, the
Company may pay its outside directors share-based compensation and reimburse them for out-of-pocket expenses, all
in accordance with applicable laws and regulations.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, that the Compensation Policy for the Company’s directors and officers in the form attached hereto as
Exhibit A is hereby approved.”
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Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on Proposal 2 is necessary for the approval of Proposal 2.

The approval of Proposal 2 is also subject to the approval of a “Special Majority” which requires that either: (i) the
Proposal must be approved by a majority of the shares voted on such Proposal by shareholders who are not controlling
shareholders and who do not have a Personal Interest in the Proposal, or (ii) the total number of shares held by such
shareholders described above and voted against the Proposal does not exceed two percent of the aggregate voting
rights in the Company.  Abstentions shall not be taken into account.

If you do not state whether you have a Personal Interest in the approval of Proposal 2, you will be considered as
having a Personal Interest in Proposal 2, and your shares will not be counted in the Special Majority vote required for
the Proposal.

Under certain circumstances and subject to certain exceptions, the Board of Directors may approve the Compensation
Policy despite the objection of the shareholders if the Compensation Committee and the Board of Directors determine
that it is for the benefit of the Company following additional discussion and based on detailed arguments.

Recommendation of the Board

THE BOARD AND THE COMPENSATION COMMITTEE RECOMMEND THAT
SHAREHOLDERS VOTE “FOR” PROPOSAL 2.
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PROPOSAL 3

APPROVAL OF GRANT OF SHARES OF RESTRICTED STOCK
TO MR. IZHAK GROSS

In connection with his service to the Company, management and the Compensation Committee has recommended,
and the Board of Directors has approved, a grant of 7,000 ordinary shares of restricted stock to Mr. Izhak Gross, an
independent director, which is the same number of ordinary shares of restricted stock approved by shareholders for
non-employee directors at our 2014 annual shareholders meeting.  The grant would be made under the Company’s
2013 Israeli Stock Incentive Plan, as amended.  The grant to Mr. Gross is subject to his election to the Board under
Proposal 1.A.

If approved, the restricted shares will vest annually and evenly over the next three years of service and in the event of:
(A) (i) a sale of all or substantially all of the assets of the Company; or (ii) a sale (including an exchange) of all of the
capital stock of the Company; or (iii) a merger, consolidation, amalgamation or like transaction of the Company with
or into another company; or (iv) a scheme or arrangement for the purpose of effecting such sale, merger or
amalgamation, and (B) as a result of such transaction the directors are required to cease to serve as directors of the
Company, then all unvested shares on the closing date of such transaction would automatically accelerate.  Vesting
will begin effective as of the commencement of Mr. Gross’ service with the Board in August of 2016.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, that, subject to his election to the Board under Proposal 1.A, the restricted share grant of 7,000 of the
Company's ordinary shares, no par value, to Mr. Izhak Gross under the Company's 2013 Stock Incentive Plan upon
the terms presented to the Company's shareholders is hereby approved and authorized.”

Vote Required for Approval

The approval of Proposal 3 is subject first to the election of Mr. Gross to the Board under Proposal 1.A.

If the re-approval of the Company’s Compensation Policy under Proposal 2 is approved at the Meeting, then the
affirmative vote of the holders of a simple majority of the shares represented at the Meeting in person or by proxy and
voting on Proposal 3 is necessary for the approval of Proposal 3.

If, however, Proposal 2 is not approved by the shareholders at the Meeting, then approval of Proposal 3 is also subject
to the approval of a “Special Majority” which requires that either: (i) the Proposal must be approved by a majority of the
shares voted on such Proposal by shareholders who are not controlling shareholders and who do not have a Personal
Interest in the Proposal, or (ii) the total number of shares held by such shareholders described above and voted against
the Proposal does not exceed two percent of the aggregate voting rights in the Company.  Abstentions shall not be
taken into account.

Broker non-votes will not be counted for the purposes of establishing a quorum on Proposal 3, and therefore will have
no effect on the outcome of the vote on Proposals 3.
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If Proposal 2 is not approved and a Special Majority vote is required, and if you do not state whether you have a
Personal Interest in the approval of Proposal 3, you will be considered as having a Personal Interest in the Proposal,
and your shares will not be counted in the Special Majority vote required for that Proposal.

Board Recommendation

THE BOARD AND THE COMPENSATION COMMITTEE RECOMMEND THAT
SHAREHOLDERS VOTE “FOR” PROPOSAL 3.
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PROPOSAL 4

TO APPROVE THE ACCELERATED VESTING OF SHARES OF RESTRICTED STOCK 
HELD BY MR. YOSEPH DAUBER, A FORMER DIRECTOR OF THE COMPANY

Mr. Yoseph Dauber served as a director on our Board of Directors from 2006 through August 9, 2016 and was a
member of our Audit and Compensation Committees from 2009 up until his retirement. Mr. Dauber informed the
Company of his retirement on August 4, 2016, and his resignation was effective August 9, 2016.

Mr. Dauber and the Company entered into a Restricted Stock Agreement dated April 23, 2014 under which the
Company issued 7,000 ordinary shares of restricted stock to Mr. Dauber, subject to a vesting period of three (3) years,
with one-third of the ordinary shares vesting each year of service. Upon his resignation, 4,666 shares of the ordinary
shares granted to Mr. Dauber had vested.

Our Board determined that, in recognition and appreciation of Mr. Dauber’s service to the Company, it would be
appropriate to approve the accelerated vesting of the remaining 2,334 ordinary shares, such that the remaining shares
would become fully vested and exercisable following corporate approval.  Because the Company’s Compensation
Policy, which is the subject of Proposal 2, provides for a minimum vesting period of three years for share-based
compensation granted to Company officers and directors, the acceleration of Mr. Dauber’s remaining shares would be
an exception to the Compensation Policy and requires a special shareholder approval under Israeli law.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, to approve the accelerated vesting of 2,334 unvested shares of restricted stock held by Mr. Yoseph
Dauber, a former director of the Company.”

Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on Proposal 4 is necessary for the approval of Proposal 4.

The approval of Proposal 4 is also subject to the approval of a “Special Majority” which requires that either: (i) the
Proposal must be approved by a majority of the shares voted on such Proposal by shareholders who are not controlling
shareholders and who do not have a Personal Interest in the Proposal, or (ii) the total number of shares held by such
shareholders described above and voted against the Proposal does not exceed two percent of the aggregate voting
rights in the Company.  Abstentions shall not be taken into account.

If you do not state whether you have a Personal Interest in the approval of Proposal 4, you will be considered as
having a Personal Interest in Proposal 4, and your shares will not be counted in the Special Majority vote required for
the Proposal.

Board Recommendation

THE BOARD AND THE COMPENSATION COMMITTEE RECOMMEND THAT
SHAREHOLDERS VOTE “FOR” PROPOSAL 4.
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PROPOSAL 5

APPROVAL OF THE SECOND EXTENSION OF THE EMPLOYMENT AGREEMENT AND
THE CONSULTING AGREEMENT WITH MR. GERALD VENTO, THE COMPANY’S CHIEF
EXECUTIVE OFFICER

Mr. Vento has previously expressed his desire to retire from the Company in 2017, but both he and the Board are
committed to Mr. Vento remaining in his position as the Chief Executive Officer (“CEO”) and President until the Board
selects a replacement.  The Board is currently engaged in a thorough search for the best possible candidate to replace
Mr. Vento, and plans to make this a top priority for 2017.  While the Board conducts its search, the Board has
proposed extending the term of the Mr. Vento’s executive employment agreement with the Company, dated January 1,
2013, as amended by an amendment to the executive employment agreement, dated July 15, 2015 (“Executive
Employment Agreement”) such that Mr. Vento will continue to serve as the Company's President and CEO through the
earlier of June 30, 2017 or the date the Company hires a new President and CEO to replace Mr. Vento (“Separation
Date”) as set forth in the Second Amendment to Executive Employment Agreement as set forth in Exhibit B (the
“Second Amendment”).

The Companies Law requires that the terms of service and employment of the CEO be approved by the Company’s
Compensation Committee, the Board and, subject to exceptions described below, the shareholders of the Company. 
The Compensation Committee and the Board may also, in special cases, approve the terms of service and employment
despite the objection of shareholders if such approval is obtained on the basis of detailed reasons after the terms of
service and employment are again discussed and examined, including, among other factors, the shareholder objection. 
The approval of the Compensation Committee and the Board must be in accordance with the Compensation Policy,
provided that in special cases the Compensation Committee and Board may approve the engagement not in
accordance with the Compensation Policy if the approval is in accordance with the considerations and provisions
required by the Companies Law to be included in a compensation policy.

Additionally, the Board has proposed entering into a new consulting agreement with Mr. Vento as set forth in Exhibit
C (“Consulting Agreement”)  that will become effective upon the Separation Date (a) in lieu of any severance to be
provided to Mr. Vento on the Separation Date, (b) as an inducement for Mr. Vento to execute the Second Amendment
and continue to serve as the Company's President and CEO through the Separation Date, and (c) to smoothly transition
Mr. Vento's duties to the Company's new President and CEO.

The Company’s Compensation Committee recommended to the Board that it approve the Second Amendment
extending the term of Mr. Vento's employment and the Consulting Agreement, subject to the conditions described
above, and the Board approved the Second Amendment and the Consulting Agreement, subject to the conditions
described above, on December 29, 2016.

A description of the material provisions of Mr. Vento’s current Executive Employment Agreement, as modified by the
Second Amendment, and a description of the material provisions of the Consulting Agreement are described below. 
Please see the “Employment Agreements” section of this Proxy Statement for further detail regarding Mr. Vento’s
current Executive Employment Agreement.
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Executive Employment Agreement as Modified by the Second Amendment

General Terms. Mr. Vento is employed as President and CEO of the Company and has all authority and responsibility
commensurate with the President and CEO titles, including ultimate responsibility for and authority over all
day-to-day matters and personnel of the Company.  The term of employment will be for an additional period of time
from January 1, 2017 through the earlier of June 30, 2017 or the date the Company hires a new President and CEO,
which we refer to as the “Separation Date.”

Annual Base Salary.  Mr. Vento will be paid the pro-rata amount of an annual base salary of $500,000 through the end
of the term.  Mr. Vento will not receive any compensation for serving as the Company's President and CEO as of
January 1, 2017 unless and until the Company's shareholders approve the Second Amendment or the requirements of
Israeli law regarding the compensation of Mr. Vento are otherwise satisfied.

Annual Bonus.  Under the terms of Mr. Vento’s current Executive Employment Agreement, Mr. Vento will only be
entitled to receive an annual bonus if he is employed by the Company pursuant to the agreement at the close of
business on the last day of the applicable fiscal year with respect to the annual bonus.  As a result, under the terms of
the Second Amendment, Mr. Vento will not be employed with the Company on the last day of the 2017 fiscal year
and, as a result, will not be entitled to receive an annual bonus.

Executive Benefits and Reimbursements.   Mr. Vento will be entitled to the pro-rata portion of twenty (20)
paid-time-off days of vacation per fiscal year. Mr. Vento will be eligible to participate in, without action by the Board
or any committee thereof, any benefits and perquisites available to the executive officers of the Company, including
any group health, dental, life insurance, disability or other form of executive benefit plan or program of the Company
now existing or that may be later adopted by the Company. The Company will reimburse Mr. Vento for all ordinary
and necessary business expenditures made by Mr. Vento in connection with, or in furtherance of, his employment
upon presentation by him of supporting information as may from time to time be reasonably requested by the Board.

Termination.  As used in this description of the termination provisions, the terms “Cause,” “Change of Control,” “Good
Reason,” “Severance Payment” and “Target Annual Bonus” shall have the meanings given to such terms in the Executive
Employment Agreement.  Either Mr. Vento or the Company may terminate Mr. Vento’s employment under this
employment agreement for any reason upon not less than thirty (30) days prior written notice.

(i) Upon termination of Mr. Vento’s employment prior to a Change of Control, by Mr. Vento for Good Reason or by
the Company without Cause, Mr. Vento will be entitled to a termination payment equal to one (1) times the sum of (a)
Mr. Vento’s annual base salary at the time of such termination and (b) Mr. Vento’s Target Annual Bonus for the fiscal
year in which his employment is terminated (as if the applicable performance criteria have been met at the level that
would result in payment of the Target Annual Bonus at the 100% level irrespective of whether or not that is the case).
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(ii) Upon termination of Mr. Vento’s employment by the resignation of Mr. Vento without Good Reason or by the
Company with Cause, as a result of Mr. Vento’s death or disability or for any other reason except as provided in the
immediately preceding paragraph above or the immediately following paragraphs below, Mr. Vento will be due no
further compensation other than what is due and owing through the effective date of Mr. Vento’s resignation or
termination (including any annal bonus that may be due and payable to Mr. Vento).

(iii) If upon or within six months subsequent to a Change of Control, Mr. Vento’s employment is terminated by Mr.
Vento for Good Reason or by the Company without Cause, Mr. Vento will be entitled to and paid a termination
payment equal to three (3) times the sum of (a) Mr. Vento’s annual base salary at the time of such termination and (b)
Mr. Vento’s Target Annual Bonus for the fiscal year in which his employment is terminated (as if the applicable
performance criteria have been met at the level that would result in payment of the Target Annual Bonus at the 100%
level irrespective of whether or not that is the case).

(iv) If Mr. Vento’s employment is terminated by Mr. Vento for Good Reason or by the Company without Cause within
180 days prior to the Company’s execution of an agreement which, if consummated, would constitute a Change of
Control, then upon consummation of such Change of Control, Mr. Vento will receive an additional payment equal to
the difference between (i) the change of control termination payment described in clause (iii) and (ii) and any
termination payment previously provided to Mr. Vento as described in clause (i).

Under certain circumstances, Mr. Vento’s termination benefits would be reduced to the extent necessary so that no
portion of those benefits is subject to the excise tax imposed under Section 4999 of the Internal Revenue Code of
1986.  However, if Mr. Vento’s benefits, net of all federal, state and local taxes (including the Section 4999 excise tax),
would be greater than the reduced amount, Mr. Vento would receive the full benefits and pay the excise and other
taxes.

Mr. Vento will not be entitled to any Severance Payment unless Mr. Vento executes and delivers to the Company a
general release of claims upon terms described in the Executive Employment Agreement.  The Company will deliver
to Mr. Vento a copy of the release after the Company’s termination of Mr. Vento’s employment without Cause or Mr.
Vento’s termination of employment for Good Reason.

Restrictive Covenants. Mr. Vento agrees that during the term of his employment and until two years after termination
of employment, (i) he will not engage in any business or activity which is the same as or competitive with any
business or activity conducted by the Company or any of its majority owned subsidiaries or (ii) become an officer,
employee or consultant of or otherwise assume a substantial role or relationship with, any governmental entity, agency
or political subdivision that is a client or customer of the Company or any subsidiary or affiliate of the Company,
provided that Mr. Vento may invest in securities of any public company so long as he does not beneficially own more
than five percent (5%) of the class of public securities.  During the period of Mr. Vento’s employment and until three
years after the termination of employment, Mr. Vento will not, without the Company’s prior written consent, seek to
employ or otherwise seek the services of any employee or consultant of the Company or any of its majority-owned
subsidiaries.  Mr. Vento also agrees to restrictive covenants with respect to confidentiality and work product.
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Consulting Agreement

The Board has proposed that the Company enter into the Consulting Agreement with Mr. Vento as of the Separation
Date under the Second Amendment in lieu of any severance to be provided to Mr. Vento on the Separation Date, as an
inducement for Mr. Vento to execute the Second Amendment and continue to serve as the Company's President and
CEO through the Separation Date and to smoothly transition Mr. Vento's duties to the Company's new President and
CEO.  The Company will be obligated to enter into the Consulting Agreement with Mr. Vento unless Mr. Vento
voluntarily terminates his employment with the Company, dies or becomes disabled or is terminated for cause, as
defined in the Consulting Agreement, in each case prior to the Separation Date.

The Consulting Agreement provides that Mr. Vento will perform certain professional consulting services as a
contractor for the Company. In consideration for Mr. Vento's professional consulting services, the Company will pay
Mr. Vento a contractor fee of eighty-three thousand three hundred thirty-three and 33/100s dollars ($83,333.33) per
month.  The term of the Consulting Agreement commences on the Separation Date (the “Consulting Agreement
Effective Date”) and will continue until the first anniversary of the Consulting Agreement Effective Date.  The term of
the Consulting Agreement may be terminated by Mr. Vento upon thirty (30) days advance written notice or by the
Company immediately for cause, as defined in the Consulting Agreement, or upon thirty (30) days advance notice
other than for cause. If the Consulting Agreement is terminated by the Company without cause, Mr. Vento will be
entitled to a termination payment equal to the full amount payable under the Consulting Agreement as if the
agreement was not terminated.  If the Consulting Agreement is terminated by the Company for cause, by Mr. Vento
for any reason, or upon his death or disability, Mr. Vento will be due no further compensation other than what is due
and owing through the effective time of the termination. Mr. Vento is bound by a non-disclosure and confidentiality
agreement with the Company.

The Company's Compensation Committee and Board reviewed and considered the Second Amendment and the
Consulting Agreement in accordance with the Company's Compensation Policy proposed for approval by the
Company's shareholders at the Meeting.  Additionally, the Company's Compensation Committee and Board approved
the Second Amendment and the Consulting Agreement provided that (i) the compensation to be paid to Mr. Vento
from January 1, 2017 through the Separation Date will not be paid to Mr. Vento until the approvals referenced in the
Second Amendment are obtained, and (ii) the Company's authorization to execute the Consulting Agreement as set
forth in the Second Amendment is conditioned on the Company obtaining the approvals referenced therein.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, that the Second Amendment and the Consulting Agreement are hereby approved and authorized.”

Vote Required for Approval

The affirmative vote of the holders of a majority of the shares represented at the Meeting in person or by proxy and
voting on Proposal 5 is necessary for the approval of Proposal 5.
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The approval of Proposal 5 is also subject to the approval of a “Special Majority” which requires that either: (i) the
Proposal must be approved by a majority of the shares voted on such Proposal by shareholders who are not controlling
shareholders and who do not have a Personal Interest (as defined this Proxy Statement) in the Proposal, or (ii) the total
number of shares held by such shareholders described above and voted against the Proposal does not exceed two
percent of the aggregate voting rights in the Company.  Abstentions shall not be taken into account.

If you do not state whether you have a Personal Interest in the approval of Proposal 5, you will be considered as
having a Personal Interest in Proposal 5, and your shares will not be counted in the Special Majority vote required for
the Proposal.

Board Recommendation

THE BOARD AND THE COMPENSATION COMMITTEE RECOMMEND THAT
 SHAREHOLDERS VOTE “FOR” PROPOSAL 5.
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PROPOSAL 6

TO APPROVE THE REAPPOINTMENT OF THE COMPANY’S
INDEPENDENT AUDITOR

The Board has approved the reappointment of BDO USA, LLP and BDO Ziv Haft, Certified Public Accountants (Isr)
as the Company’s independent registered public accountants (collectively referred to as “BDO”) for the year ending
December 31, 2016, as well as the authorization of the Company’s Board, subject to the approval by the Audit
Committee, to fix the remuneration of the accountants in accordance with the volume and nature of their services. The
Board has further directed that management submit the selection of independent public accountants for ratification by
the shareholders at the Meeting. Representatives of BDO USA, LLP and BDO Ziv Haft, Certified Public Accountants
(Isr) are expected to be present at the Meeting, will have an opportunity to make a statement if they so desire, and will
be available to respond to appropriate questions.

Under Israeli law, shareholder approval is required to reappoint BDO USA, LLP and BDO Ziv Haft, Certified Public
Accountants (Isr) as our independent registered public accountants.

Independent Auditor Fees and Services

The following table sets forth fees for professional services provided by BDO, the Company’s current independent
registered public accountant, for the audit of the Company’s consolidated financial statements for fiscal years 2015 and
2014, and fees billed for audit-related and other services (in thousands):

2015 2014

Audit fees(1) $669 $753
Audit-related fees(2) 84 40
Tax fees(3) 111 120
All other fees(4) 45 57
Total fees $909 $970
___________

(1)

Represents aggregate fees for professional services provided in connection with the audit of our annual
consolidated financial statements and internal control over financial statements, reviews of our quarterly financial
statements and audit services provided in connection with the filings of Form 8-K, and other statutory or regulatory
filings. Audit Fees also include fees for professional services rendered for the audit of the effectiveness of internal
control over financial reporting as promulgated by Section 404 of the Sarbanes-Oxley Act.

(2)Represents fees for professional services provided by BDO in connection with diligence work performed on behalfof the Company.

(3)Represents aggregate fees for professional services provided in connection with tax compliance, tax planning andtax advice.

(4)Represents fees for professional services rendered and costs incurred by BDO in response to a regulatory inquiryrelated to the Company that concluded during the year without any recommended enforcement action.
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Audit Committee Pre-Approval Policies and Procedures

Our Audit Committee is responsible for the oversight of our independent registered public accountants’ work. The
Audit Committee’s policy is to preapprove all audit and non-audit services provided by the Company’s independent
registered public accounting firm. These services may include audit services, audit-related services, tax services and
other services. Pre-approval is generally provided for up to one year, and any pre-approval is detailed as to the
particular service or category of services and is generally subject to a specific budget. Additional services may be
pre-approved by the Audit Committee on an individual basis. The Audit Committee has delegated pre-approval
authority to its chairman when necessary due to timing considerations. Any services approved by the chairman must
be reported to the full Audit Committee at its next scheduled meeting. The independent registered public accounting
firm and management are required to periodically report to the full Audit Committee regarding the extent of services
provided by the independent registered public accounting firm in accordance with the pre-approval policies and the
fees for the services performed to date. Our Audit Committee pre-approved all audit and non-audit services provided
by our independent accountants during 2014 and 2015 and the fees paid for such services.

Proposed Resolution

It is proposed that the following resolution be adopted at the Meeting:

“RESOLVED, that the reappointment of BDO USA, LLP and BDO Ziv Haft, Certified Public Accountants (Isr) as the
Company’s independent registered public auditor for the year ending December 31, 2016 and the authorization of the
Company’s Board of Directors, subject to the approval by the Audit Committee, to fix the compensation of the auditors
in accordance with the volume and nature of their services is hereby approved.”

Vote Required for Approval

The affirmative vote of the holders of a simple majority of the shares represented at the Meeting in person or by proxy
and voting on Proposal 6 is necessary to approve Proposal 6.

Board Recommendation

THE BOARD RECOMMENDS THAT SHAREHOLDERS
VOTE “FOR” PROPOSAL 6.
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The following report of the Audit Committee does not constitute soliciting materials and should not be deemed filed
or incorporated by reference into any filings under the Securities Act, or the Exchange Act, except to the extent we
specifically incorporate the report by reference in any such filing.

REPORT OF THE AUDIT COMMITTEE

In the course of its oversight of the Company’s financial reporting process, the Audit Committee has:

·reviewed and discussed with management the Company’s audited financial statements for the fiscal year endedDecember 31, 2015;

·
discussed with our independent registered public accounting firm matters required to be discussed by Auditing
Standard No. 16, Communications with Audit Committees, as amended, as adopted by the Public Company
Accounting Oversight Board;

·
received the written disclosures and the letter from BDO USA, LLP and BDO Ziv Haft, Certified Public Accountants
(Isr) pursuant to applicable requirements of the Public Company Accounting Oversight Board regarding the
independent accountant’s communications with the Audit Committee concerning independence;

·discussed with BDO USA, LLP and BDO Ziv Haft, Certified Public Accountants (Isr) the firm’s independence; and

·considered whether the provision of non-audit services by BDO USA, LLP and BDO Ziv Haft, Certified PublicAccountants (Isr) is compatible with maintaining independence.

Based on the foregoing review and discussions, the Audit Committee recommended to the Board that the Company’s
audited financial statements be included in the Company’s Annual Report on Form 10-K for the year ended December
31, 2015 for filing with the SEC.

By the Audit Committee,

Tal Yaron-Eldar
Yoseph Dauber
Richard Harris

73

Edgar Filing: DEVON ENERGY CORP/DE - Form 8-K

Table of Contents 85



Section 16(a) Beneficial Ownership Reporting Compliance

Based solely upon a review of Forms 3 and 4 and amendments thereto furnished to us during the fiscal year ended
December 31, 2015 and Forms 5 and amendments thereto furnished to us with respect to our fiscal year ended
December 31, 2015, we believe that each of our officers and directors and any other person subject to Section 16 of
the Exchange Act with respect to the Company reported on a timely basis all transactions required to be reported by
Section 16(a) during fiscal year 2015, except for Mr. McDonald, our former Chief Operating Officer, who filed one
late report regarding one transaction, Mr. Reed, our General Manager and Senior Vice President of Enterprise Sales,
who filed one late report relating to two transactions and Mr. Gordo, our Chief Financial Officer, who filed one late
report relating to two transactions.

Other Business

The Company’s management is not aware of any other business to be transacted at the Meeting.  However, if any other
matters are properly presented to the Meeting, the persons named in the enclosed form of proxy will vote upon such
matters in accordance with their best judgment.

Shareholders are urged to complete and return their proxies promptly in order to, among other things, ensure actions
by a quorum and to avoid the expense of additional solicitation.  If the accompanying proxy is properly executed and
returned in time for voting, and a choice is specified, the ordinary shares represented thereby will be voted as
indicated therein.  If no specification is made with respect to a specific Proposal or all Proposals, the ordinary shares
represented by the properly executed and received proxies will be voted “FOR” Company Proposals 1.A, 2, 3, 4, 5 and 6
and “AGAINST” Dissident Shareholder Proposal 1.B.

Where to Find More Information

A copy of our Annual Report on Form 10-K for the year ended December 31, 2015, as filed with the SEC,
accompanies this Proxy Statement.

You may read any reports, statements or other information that the Company files with or furnishes to the SEC at the
SEC’s public reference room at the following location:

Public Reference Room
100 F Street NE
Washington, D.C. 20549

These SEC filings and submissions are also available to the public from commercial document retrieval services and
at the Internet at www.sec.gov and vocaltec.com.
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EXHIBIT A

magicJack VocalTec Ltd.

Compensation Policy

1.             Introduction

a.               Pursuant to the provisions of the Companies Law 5759 - 1999 (the “Companies Law”), the Board of
Directors of the Company (the “Board of Directors”) approved on May 21, 2013 a compensation policy (the
“Compensation Policy”) with regard to the terms of service and employment of officers1 of magicJack VocalTec Ltd.
(the “Company”), following the recommendation of the Company’s Compensation Committee who discussed and
considered the Compensation Policy. The Compensation Policy was approved by the General Meeting of shareholders
on July 3, 2013.  The Board of Directors re- approved on August __, 2016 the Compensation Policy with regard to the
terms of service and employment of officers of the Company, following the recommendation of the Company’s
Compensation Committee who discussed and considered the Compensation Policy.  The Compensation Policy was
approved by the General Meeting of shareholders on _______________, 2016.

b.               The Compensation Policy shall be subject to all mandatory provisions of any applicable law which apply
to the Company and its officers, and to the Company’s Articles of Association, in each case as they may exist from
time to time. Several main principles and objectives form the basis of the Compensation Policy:

i.     To promote the Company’s goals, targets and work plan and its long term policy;

ii.    To create appropriate incentives for the Company’s officers, taking into account, among other things, the risk
management policies of the Company;

iii.   To adapt a compensation package combination that matches the size of the Company and the nature of its
activities; and

iv.   To comply with the provisions of the law by compensating officers based on their contribution and their efforts to
the development of the Company’s business, increasing of its profits and promotion of its goals, in the short and long
term.

c.                The Compensation Policy is a multi-year policy which shall be in effect for a period of three years from
the date of its approval. The Compensation Committee and the Board of Directors shall review the Compensation
Policy from time to time, as required by the Companies Law. The Compensation Policy shall be reapproved as
required by the Companies Law, every three years.

1  The term “officer” in this policy will be interpreted in accordance with the definition set out in the Companies Law: “a
chief executive officer, a chief business manager, a deputy general manager, vice general manager, any person who
holds such position in the Company even if such person holds a different title and any director and other
manager/officer who reports directly to the chief executive officer.”
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2.             The Compensation Policy

a.                 Parameters for Examining the Compensation Terms. In general, the compensation terms for officers shall
be examined while taking into consideration, inter alia, the following parameters:

i.    The education, qualifications, expertise, seniority (in the Company in particular, and in the officer’s profession in
general), professional experience and achievements of the officer;

ii.    The officer’s position, the scope of his responsibility and previous wage agreements that were signed with him;

iii.   The officer’s contribution to the Company’s business, profits and stability;

iv.   The degree of responsibility imposed on the officer; and

v.    The Company’s need to retain officers who have skills, know-how or unique expertise.

Following review of the average wage and median wage of employees of the Company (including contactor
employees), the Company believes that in light of the limited number of persons employed by the Company relative to
its revenue, there is a difficulty in taking into consideration, while determining the officer’s compensation, the
relationship between the terms of service and employment of the officer, the wage of the other employees of the
Company (including contractor employees employed at the Company, if employed at the time of approval of the
compensation), and, in particular, the relationship to the average wage and median wage of such employees. The
Company believes that due to the limited number of employees, taking into consideration the above mentioned
relationship may harm its ability to recruit and retain its employees in the various countries. Given the challenges
described in this paragraph, the Compensation Committee and Board of Directors will focus primarily upon wage
surveys and similar analysis as set forth in Section 2.b. below when approving the compensation terms for officers.

b.                Wage Survey. Prior to approval of a Compensation Package (defined below) for an officer, the Company
will conduct a wage survey that compares and analyzes the level and cost of the overall Compensation Package
offered to an officer of the Company with Compensation Packages for officers in similar positions to that of the
relevant officer in other companies of the same type and/or financial stature (in terms of revenue or other relevant
financial measure(s)) as the Company. Wage surveys will be conducted internally or through an external consultant as
recommended by the Compensation Committee.

c.                 Compensation Terms of Officers

i.   The Company shall be entitled to grant to officers (to all or part of them) a compensation package which may
include a base salary, commissions, sign-on bonus, annual cash bonus and share-based compensation, or any
combination thereof, and additional standard benefits as described below (“Compensation Package”).

ii.   Base Salary - The base salary of a new officer in the Company shall be determined based on the parameters
specified in Sections 2.a. and 2.b. above. The Compensation Committee and the Board of Directors shall be entitled to
update the base salary of the officers of the Company (other than (i) officers who are controlling shareholders or their
relatives or other officers’ compensation in which the controlling shareholder has a Personal Interest and (ii) officers
who serve as directors) consistent with the terms of this Compensation Policy including the parameters specified in
Section 2.a. and 2.b. above, provided that the Compensation Committee alone may approve an amendment to an
officer’s base salary that does not increase such base salary by more than fifteen percent (15%).
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iii.   Sale Commissions - In addition to the Base Salary and any other compensation element, the Company shall be
entitled to pay to its officers, sale and other commissions based on a pre-determined commission plan, which
commissions will be considered part of the officer’s aggregate compensation package and shall be subject to the
limitations of clause xi. below.

iv.   Additional Terms of Compensation Package - The compensation package may include additional standard
benefits such as social benefits, car allowance, mobile allowance, reimbursement of expenses, perquisites, advanced
notice for termination of employment, medical insurance etc.

v.   Sign-on Bonus

1.   The Company shall be entitled to grant a sign-on bonus to an officer, which sign-on bonus may not exceed the
officer’s initial annual base salary and shall be subject to the limitations of clause xi. below. A sign-on bonus will not
be considered in calculating the maximum amount of the Bonus (as defined in Section 2.c.ix. below) payable to an
officer following his initial year of employment.

2.   The sign-on bonus will be deemed part of the overall compensation package for that officer and it will be subject
to the existing limitations in this Compensation Policy.

vi.   Insurance, Exculpation and Indemnification - The officers of the Company shall be entitled to benefit from the
insurance, exculpation and indemnification arrangements, to be approved from time to time by the Board of Directors,
pursuant to the provisions of the Articles of Association of the Company and applicable law.

vii.   Advance Notice - The advance notice period for termination of employment shall be determined individually
with respect to each officer, taking into consideration the parameters set forth in Section 2.a. above, but will not be
more than ninety (90) days.

viii.   Severance Terms.

1.   The severance terms for an officer will be considered pursuant to the parameters set out in Section 2.a. above.

2.   The sign-on bonus will be deemed part of the overall compensation package for that officer and it will be subject
to the existing limitations in this Compensation Policy.

3.   In any event, the amount or value of a severance payment shall not exceed two times such officer’s annual base
salary as of termination of employment, other than termination of employment in connection with a change of control
of the Company, in which case such maximum severance payment shall not exceed six times such officer’s annual base
salary. Acceleration of vesting of equity based compensation issued prior to termination of employment shall not be
considered in calculating the value of a severance payment. No severance payment will be paid to an officer whose
employment is terminated for “cause” as defined in such officer’s employment agreement or other applicable contract.
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ix.    Annual Cash Bonus

1.    Maximum Amount of the Annual Cash Bonus - The compensation package of officers may include an annual
cash bonus based on measurable and non-measurable criteria as set forth hereunder (the “Bonus”) and as customary in
other companies of the same type and/or financial stature (in terms of revenue or other relevant financial measure(s))
as the Company. In the event that officers are eligible for a Bonus pursuant to the terms of employment, the Bonus
shall be subject to the following:

a.     The limitations of clause xi. below; and

b.    The Bonus will be based mainly (at least 80%) on measurable criteria, and, with respect to its less significant part
(up to 20%), at the Board of Directors’ and management’s discretion based on non-measurable criteria, all as set forth
hereunder.

2.    Measurable criteria for the Bonus may include financial targets (e.g., revenue and EBITDA relative to budget),
meeting sales and marketing objectives, productivity indices and growth in the volume of activity, cost savings,
implementation and promotion of planned projects, promoting strategic targets, promoting innovation in the Company
and/or success in raising capital. The measurable bonus criteria will be documented such that they can be calculated
objectively and later verified based upon the Company’s audited or reviewed financial statements and related metrics.

3.    Non-Measurable Criteria for the Bonus - The Company is entitled to determine, in its sole discretion, that an
insignificant component, which does not exceed 20% of the Bonus, will be determined according to non-measurable
criteria, such as the contribution of the officer to the Company’s business, its profitability and stability, the need for the
Company to retain an officer with skills, know-how, or unique expertise, the responsibility imposed on the officer,
changes that occurred in the responsibility imposed on the officer during the year, satisfaction with the officer’s
performance (including assessing the degree of involvement of the officer and devotion of efforts in the performance
of his duties), assessing the officer’s ability to work in coordination and cooperation with other employees of the
Company, the officer’s contribution to appropriate control environment and ethical environment and such other
elements as recommended by the Compensation Committee and approved by the Board of Directors. The
Compensation Committee and the Board of Directors will consider and approve this component, based, inter alia, on
the recommendation and personal assessment given by the official who is in charge of the officer, specifying the
relevant reasons underlying the recommendation.

4.    Unless otherwise specifically provided in a compensation agreement with an officer, the Board of Directors will
have no discretion to reduce the Annual Bonus, Sign-On Bonus and Sales Commissions (collectively, “Non-Fixed Cash
Compensation”) payable to an officer under an agreement with such officer so long as payment of such Non-Fixed
Cash Compensation complies with this Compensation Policy.

x.     Share-based Compensation

1.    The Company shall be entitled to grant to officers options, Restricted Stock Units or any other share-based
compensation (“Share-based Compensation”, and together with Non-Fixed Cash Compensation, “Non-Fixed
Compensation”), pursuant to equity plan(s) as adopted or as shall be adopted by the Company, from time to time and
subject to any applicable law.
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2.    The annual value of a Share-based Compensation shall be calculated at the time of grant in accordance with the
cost recorded in its respect in the Company’s books. Grant of Share-based Compensation shall be subject to the
limitations of clause xi. below.

3.    When discussing the grant of a Share-based Compensation to an officer of the Company, the Compensation
Committee and the Board of Directors shall consider whether the aforesaid grant is a suitable incentive for increasing
the Company’s value in the long term, the economic value of the grant, the exercise price and the other terms.

4.    Share-based Compensation, if granted, shall mature in installments or vesting periods (or depend on meeting
milestones) which shall take into account the appropriate incentive, in light of the Company’s objectives in the years
following the approval of the grant. Vesting of officer’s Share-based Compensation shall occur over a minimum period
of three (3) years, provided that vesting of Share-based Compensation may be accelerated upon a change of control as
recommended by the Compensation Committee and approved by the Board of Directors. In its discretion, in advance
of granting Share-based Compensation to an officer, the Board of Directors may establish a maximum value accruing
to such officer upon exercise of such Share-based Compensation that is not settled in cash.

5.    The exercise price and any others terms of the grant will be determined by the Compensation Committee and the
Board of Directors, as required by any applicable law.

xi.     Non-Fixed Compensation - The ratio between the Non-Fixed Compensation and the Base Salary of each officer
(including the CEO), each payable over the term of such officer’s employment or service agreement with the
Company, shall not exceed seven (7), not taking into account acceleration of vesting of Share-based Compensation
upon a change of control. In any event, the average annual amount of all Non-Fixed Compensation payable to an
officer (with the value of Share-based Compensation calculated at the time of grant in accordance with the cost
recorded in its respect in the Company’s books) over the term of such officer’s employment or service agreement with
the Company shall not exceed $3,500,000, not taking into account acceleration of vesting of Share-based
Compensation upon a change of control.

xii.    Term of Employment Agreements - The employment agreement for each officer will be for a fixed term that
does not exceed three (3) years. Upon the expiry of an employment agreement, the agreement may be extended
subject to the provisions of Section 2.d. below. Future modifications to this Compensation Policy will not serve to
modify agreements between the Company and its officers which were properly approved and in place on the date any
such modifications to this Compensation Policy are approved.

xiii.   Claw Back - Officers shall be required to repay to the Company any excess payments made to them which were
based on the Company’s performance if such payments were paid based on false and restated financial statements of
the Company, provided that such obligation of re-payment shall cease two (2) years after payment of the bonus in
question unless the officer knowingly contributed to the mistakes in the financial statements leading to restatement, in
which case there shall be no time limit applicable to such obligation.
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d.                                 Extension of Existing Agreements with Officers

i.      Prior to approval of the extension of an employment agreement of an officer, the officer’s existing compensation
package shall be reviewed and considered based on the parameters set forth in Section 2.a. above.

ii.     In the event that an extension of an employment agreement with an officer (other than (i) officers who are
controlling shareholders or their relatives or other officers’ compensation in which the controlling shareholder has a
Personal Interest and (ii) officers who serve as directors) involves a change in his or her employment terms, the
Compensation Committee will examine whether: (a) the change is considered a “material change” compared to current
employment terms; and whether (b) such change is in compliance with the Company’s Compensation Policy, for the
purpose of identifying the requirements to approve such change.

iii.   The Compensation Policy shall apply also to the updated compensation package.

e. Compensation of Directors

i.      In addition to compliance with the other provisions of this Compensation Policy, the compensation of the
Company’s directors (including outside directors and independent directors) shall be in accordance with the
Companies Regulations (Rules Regarding the Compensation and Expenses of an External Director), 5760-2000
(“Compensation of Directors Regulations”).

ii.     Subject to applicable law, compensation shall be allowed in amounts higher than what is stated in the
Compensation of Directors Regulations if the director is a professional director, an expert director or a director who
makes a unique contribution to the Company.

iii.    The Company shall be entitled to pay to its directors’ share-based compensation subject to applicable law.

iv.    In addition to the compensation set forth above, the Company’s directors shall be reimbursed for reasonable
out-of-pocket expenses incurred in connection with fulfillment of their duties as Directors.

3.             General

The Compensation Committee and the Board of Directors shall, from time to time, review the Compensation Policy as
well as the need to adjust it, based, inter alia, on the considerations and guidelines set forth in this policy. In so doing,
they will conduct an examination of changes in the Company’s goals, market conditions, the Company’s profits and
revenues in previous periods and in real time, and any other relevant factors.
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EXHIBIT B
SECOND AMENDMENT TO EXECUTIVE EMPLOYMENT AGREEMENT

This Amendment 2 to Executive Employment Agreement (“Amendment”) is entered into effective as of December 31,
2016 by and between magicJack VocalTec Ltd. (the “Company”) and Gerald T. Vento (“Executive”) for the purpose of
amending the Executive Employment Agreement by and between the Company and Executive effective as of January
1, 2013, as amended by Amendment to Executive Employment Agreement by and between Company and Executive
dated July 15, 2015 (the “Agreement”).

RECITALS

A. On December ___, 2016, the Compensation Committee  of the Company’s Board of Directors (the “Compensation
Committee”) and the Company’s Board of Directors (“Board”) approved, subject to shareholder approval at the annual
meeting of the Company’s shareholders to be held in the first fiscal quarter of 2017 (the "Annual Meeting"), (i) an
extension of the terms of the Agreement for a period ending on the earlier of (a) June 30, 2017, or (b) the start date for
a President and Chief Executive Officer to replace Executive as President and Chief Executive Officer of the
Company (the “Separation Date”), and (ii) a one-year Consulting Agreement between the Company and Executive
commencing as of the Separation Date and terminating one-year thereafter;

B. Pursuant to the requirements of Israeli law, the compensation to be paid to Executive from January 1, 2017 through
the Separation Date, and the compensation to be paid to Executive under the terms of the Consulting Agreement (as
defined below), must be approved by the Company’s shareholders at the Annual Meeting prior to any such
compensation being paid to Executive; and

C. Executive has agreed to serve as the Company’s President and Chief Executive Officer from January 1, 2017
through the Separation Date with the understanding that no compensation will be paid to him in connection with such
role unless and until this Amendment has been approved by the Company’s shareholders at the Annual Meeting in
accordance with applicable Israeli law; and

D. The Compensation Committee and the Board have found that the provisions of this Amendment and the Consulting
Agreement are consistent with the terms of the Company’s Compensation Policy to be proposed for approval by the
Company’s shareholders at the Annual Meeting and have recommended approval of this Amendment and the
Consulting Agreement.
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In consideration of the foregoing, the mutual covenants and obligations of the Company and the Executive under the
Agreement, and other consideration the receipt and sufficiency of which is hereby acknowledged, the Company and
the Executive agree to amend the Agreement as follows:

1.Term.  Section 2 of the Agreement is hereby deleted and replaced with the following:

TERM OF AGREEMENT AND EMPLOYMENT. The term of the Executive’s employment under this Agreement
shall begin on the effective date of this Agreement, and terminate as of 5pm EST on the earlier of (a) June 30, 2017,
or (b) the start date for a Chief Executive Officer to replace Executive (the “Separation Date”).

2. Annual Base Salary.  Executive acknowledges and agrees that, notwithstanding the provisions of Section 4.A. of
the Agreement to the contrary, Executive will not receive any compensation for serving as the Company’s President
and Chief Executive Officer of the Company unless and until the Company’s shareholders approve this Amendment at
the Annual Meeting or the requirements of Israeli law regarding compensation of the Executive are otherwise
satisfied.  The Company agrees to accrue the compensation that would otherwise be due and payable to Executive
during such period and to pay such accrued amounts to Executive within two (2) business days after this Amendment
is approved by the Company;s shareholders at the Annual Meeting or the requirements of Israeli law regarding
compensation of the Executive are otherwise satisfied.

3. Consulting Agreement.  The following Section 18 shall be and hereby is added to the Agreement:

CONSULTING AGREEMENT.  Unless Executive (a) voluntarily terminates his employment by the Company, (b)
dies or becomes Disabled, or (b) is terminated for Cause in each case prior to the Separation Date, the Company
agrees that it will enter into a Consulting Agreement in substantially the form of Exhibit B (the “Consulting
Agreement”) hereto with Executive effective as of the day immediately following the Separation Date, provided that
the Consulting Agreement is approved by the Company’s shareholders at the Company’s Annual Meeting to be held in
the 1st quarter of 2017, or the requirements of Israeli law regarding compensation of the Executive under the
Consulting Agreement are otherwise satisfied.

4. Exhibit B.  Exhibit B to this Amendment shall be and hereby is inserted as Exhibit B to the Agreement.

5. Effect.  Other than as specifically amended by this Amendment, the Agreement shall remain in full force and effect
in accordance with its terms.

[SIGNATURES ON FOLLOWING PAGE]

B - 2

Edgar Filing: DEVON ENERGY CORP/DE - Form 8-K

Table of Contents 95



IN WITNESS WHEREOF, the Company and the Executive have executed and delivered this Amendment as of the
date first above written.

MAGICJACK VOCALTEC LTD.

Signature:____________________________
Donald A. Burns
Chairman

EXECUTIVE

Signature:____________________________
Gerald T. Vento
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Exhibit B

Form of Consulting Agreement

[attached]
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EXHIBIT C
Independent Contractor Agreement
For Consulting Services

This Independent Contractor Agreement (the “Agreement”) is made and entered into as of _______________, 2017 (the
“Effective Date”) by and between magicJack Vocaltec Ltd., a company formed under the laws of the State of Israel, and
all of its direct and indirect subsidiaries (collectively, the “Company”), and Gerald T. Vento (the “Contractor”).

WITNESSETH:

WHEREAS, the Company desires to retain the Contractor to perform certain professional consulting services
specified herein; and

WHEREAS, Contractor represents he has expertise in the services required by the Company and desires to be engaged
in the capacity of independent contractor in accordance with the terms and conditions set forth in this Agreement.

NOW, THEREFORE, in consideration of the mutual covenants and agreements contained herein and other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1.Scope of Services

a. Contractor agrees to perform personally the consulting services (the “Consulting Services”) which may be requested
by the Company from time to time.

b. Contractor shall maintain sole control and discretion as to when the Consulting Services are performed.  In
performing the Consulting Services, the Contractor represents and warrants to Company that Contractor shall (1) use
diligent efforts and professional skills and judgment; and (2) perform the Services in accordance with recognized
standards of the applicable industry and profession.

c. The Contractor shall communicate with the Company, either in person at the Company’s offices or such other
locations as agreed to by the Company, or via the telephone or e-mail, regarding the status of the Consulting Services
at least monthly and more often as reasonably requested by the Company from time to time.

d. The Company will not provide the Contractor with an office or any other space from which to conduct the
Consulting Services, and Contractor shall have the sole control and discretion as to where to perform the Consulting
Services.

e. The Contractor agrees to supply, at his or her own expense, any and all tools, equipment or materials necessary for
the successful completion of the Consulting Services.

f.  Contractor represents and warrants to Company, that (1) Contractor has, and will maintain throughout the term
hereof, full right, power, and authority to enter into and perform its obligations under this Agreement without conflict
with the rights of or obligations to any other party, or in violation of any applicable law or regulation; and (2) none of
the Consulting Services provided to Company shall contain any confidential information of any third party.
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2.Consideration

a. In consideration of the Consulting Services performed by the Contractor, the Company agrees to pay Contractor a
fee of Eighty-Three Thousand Three Hundred Thirty-Three and 33/100s Dollars ($83,333.33) per month (the
“Monthly Fee”) for the Consulting Services, with such fees to be pro-rated for any partial month during which
Consulting Services are provided hereunder.

b. The Company shall pay the Monthly Fee to Contractor in arrears on the last day of each calendar month.

c. The Company agrees to reimburse Contractor for Contractor’s reasonable travel expenses incurred by Contractor for
travel requested by the Company provided that such expenses are pre-approved in writing by the Company. 
Contractor shall be responsible for all other costs and expenses associated with performance of the Consulting
Services.

d. The Company shall have no obligation to make any payment pursuant to this Agreement unless Contractor is in
compliance with all its covenants, agreements and warranties hereunder.

3.     Term.  The Contractor shall commence providing services on the Effective Date and shall continue until the first
anniversary of the Effective Date unless terminated prior to such date by either party in accordance with this Section 3
(the “Term”), but may be terminated sooner by Contractor upon thirty (30) days’ advance written notice or by the
Company immediately for Cause or upon thirty (30) days’ advance notice other than for Cause, provided that, the
provisions below shall apply in the event of a termination of this Agreement.

a. Upon the termination of this Agreement by Company without Cause, Contractor shall be entitled to be paid a
termination payment (the “Termination Payment”) equal to the full amount that would have been payable to Contractor
had this Agreement not been so terminated.  The Termination Payment shall be paid by the Company in a lump sum
within fifteen (15) days after the date of termination.

b. Upon the termination of this Agreement by Company for Cause, by Contractor for any reason, or upon Contractors
death or disability, the Contractor shall be due no further compensation other than what is due and owing through the
effective date of termination.

c. “Cause” for the termination of this Agreement shall be deemed to exist if, in the reasonable judgment of the
Company’s Board of Directors: (i) Contractor commits fraud, theft or embezzlement against the Company or any
subsidiary or affiliate thereof; (ii) the Contractor is convicted of, or pleads no contest to, a felony or a crime involving
moral turpitude; (iii) Contractor breaches any of the terms of this Agreement and fails to cure such breach within
thirty (30) days after the receipt of written notice of such breach from the Company; or (iv) Contractor engages in
gross negligence or willful misconduct that causes harm to the business and operations of the Company or a
subsidiary or affiliate thereof.
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4.      Independent Contractor Status

a. It is understood and agreed that Contractor will act solely as an independent contractor hereunder and shall conduct
his operations as an independent contractor, and nothing in this Agreement shall be construed to render Contractor an
employee of the Company.  The Company shall have no right to control or direct the details, manner or means by
which Contractor accomplishes the results of the Consulting Services.

b. Contractor understands and recognizes that it is not an agent of the Company and has no authority to and shall not
bind, represent or speak for the Company for any purpose whatsoever.

c. The Company will record payments to Contractor on, and provide to Contractor, an Internal Revenue Service Form
1099, and the Company will not withhold any federal, state or local employment taxes on Contractor's behalf. 
Contractor agrees to pay all such taxes in a timely manner and as prescribed by law.

d. Contractor will not be considered an employee for purposes of any Company employment policy or any
employment benefit plan, and Contractor will not be entitled to any benefits under any such policy or benefit plan.

5. Nondisclosure and Use of Confidential Information.  Contractor acknowledges and agrees that he entered into with
the Company and is bound by a certain Non-Disclosure and Confidentiality Agreement executed by Contractor and
the Company (the “Confidentiality Agreement”). Contractor further acknowledges and agrees that the Confidentiality
Agreement applies to all Confidential Information (as defined therein) provided by the Company to Contractor
regardless of the date of disclosure and that the termination of this Agreement, for any reason, shall not effect
Contractor’s obligations under the Confidentiality Agreement.

6. Other Work By Contractor.  During the Term, the Contractor shall be free to provide professional consulting
services to entities or individuals other than the Company.

7. No Conflicting Agreements.  The Contractor hereby represents and warrants that the Contractor has no
commitments or obligations inconsistent with this Agreement.  The Contractor hereby agrees to indemnify and hold
the Company harmless against any loss, damage, liability or expense arising from any claim based upon
circumstances alleged to be inconsistent with such representation and warranty. During the period during which the
Contractor’s services are engaged by the Company, the Contractor will not enter into any Agreement (oral or written),
which may be in conflict with this Agreement.

8. Transfer and Assignment; Subcontracting.  This Agreement may not be assigned or transferred by Contractor. 
Should such an assignment or transfer occur, this Agreement shall become null and void at the discretion of the
Company upon written notice by the Company to Contractor. Contractor acknowledges that the Company is relying
on the personal skill and expertise of Contractor in performing the Consulting Services.
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9. Remedies for Breach.  Contractor acknowledges that the restrictions contained in this agreement are reasonable and
necessary to protect the legitimate interests of the Company, and are not unduly burdensome to Contractor.  Without
limiting the Company’s rights to pursue any other legal and equitable remedies available to it for any breach or
threatened breach (including the recovery or damages) by Contractor of the covenants, agreements and warranties
contained herein, Contractor acknowledges that a breach of said covenants, agreements and warranties would cause a
loss to the Company that could not reasonably or adequately be compensated in damages in any action at law, that
remedies other than injunctive relief could not fully compensate the Company for a breach of said covenants,
agreements and warranties and that accordingly, the Company shall be entitled to injunctive relief to prevent any
breach or continuing or threatened breaches of Contractor’s covenants, agreements and warranties as set forth herein. It
is the intention of the parties hereto that if, in any action before any Court empowered to enforce this Agreement, any
term, restriction, covenant, agreement or promise is found to be unenforceable, then such term, restriction, covenant,
agreement or promise shall be deemed modified to the extent necessary to make it enforceable by such Court.

10. Waiver.  Waiver by the Company of a breach of any provision of this Agreement or failure to enforce any such
provision shall not operate or be construed as a waiver of any subsequent breach of any such provision or of the
Company's right to enforce any such provision.  No act or omission of the Company shall constitute a waiver of any of
its rights hereunder except for a written waiver signed by the Company's President.

11. Governing Law and Jury Waiver.  This Agreement shall be deemed to have been made in the State of Florida,
shall take effect as an instrument under seal within the State of Florida, and the validity, interpretation and
performance of this Agreement shall be governed by, and construed in accordance with, the internal law of the State
of Florida, without giving effect to conflict of law principles.  Both parties further acknowledge that the last act
necessary to render this Agreement enforceable is its execution by the Company in the State of Florida, and that the
Agreement thereafter shall be maintained in the State of Florida.  Both parties agree that any action, demand, claim or
counterclaim relating to the terms and provisions of this Agreement, or to its breach, shall be commenced in the State
of Florida in a court of competent jurisdiction.  Both parties further acknowledge that venue shall exclusively lie in the
State of Florida. BOTH PARTIES FURTHER AGREE THAT ANY SUCH ACTION, DEMAND, CLAIM OR
COUNTERCLAIM SHALL BE RESOLVED BY A JUDGE ALONE, AND BOTH PARTIES HEREBY WAIVE
AND FOREVER RENOUNCE THE RIGHT TO A TRIAL BEFORE A CIVIL JURY.

12. Certification by Contractor.  Contractor certifies that all information and data provided by Contractor to the
Company in order to obtain this Agreement or in response to the Company requests for information and data are
accurate, complete and current as of the date of execution of this Agreement.
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13. Effect on Existing Agreements.  This Agreement shall have no effect on the enforceability of the surviving terms
of the Employment Agreement by and between the Company and Contractor dated January 1, 2013, which shall
remain in full force and effect notwithstanding, and not modified by, any provision of this Agreement.

14. Counterparts.  This Agreement may be executed in two counterparts, each of which shall be deemed an original,
but all of which together shall constitute one and the same instrument, including counterparts delivered by electronic
signature or PDF, each of which shall be treated as an original.

15. Headings.  All section headings herein are inserted for convenience only and shall not modify or affect the
construction or interpretation of any provisions of this Agreement.

16. Notices.  All notices, requests, consents and other communications hereunder shall be in writing, shall be
addressed to the receiving party's address set forth below or to another address as a party may designate by notice
hereunder, and shall be either (i) delivered by hand, (ii) made by telex, telecopy or facsimile transmission, (iii) sent by
overnight courier or (iv) sent by registered or certified mail, return receipt requested, postage prepaid.

All notices to the Company shall be sent to: All notices to Contractor shall be sent to:

magicJack Vocaltec Ltd Gerald T. Vento
222 Lakeview Avenue, Suite 1600
West Palm Beach, Florida 33401
Attention: CEO

91 Low Beach Road
Nantucket, MA 02554

17. Severability.  If any portion or provision of this Agreement shall to any extent be declared unenforceable by a
court of competent jurisdiction, then the remainder of this Agreement, or the application of such portion or provision
in circumstances other than those as to which it is so declared illegal or unenforceable, shall not be affected thereby
and each portion and provision of this Agreement shall be valid and enforceable to the fullest extent permitted by law.

18. Modifications.  No modification of this contract shall be binding upon the parties hereto, unless such is in writing
and duly signed by the respective parties hereto.  This Agreement shall take effect when signed by both parties.

IN WITNESS WHEREOF, the respective parties have caused this Agreement to be executed as of the date first above
written.

magicJack Vocaltec Ltd

By: __________________________________ __________________________________
Name:
Title: Gerald T. Vento
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MAGICJACK VOCALTEC LTD.
12 HAOMANUT STREET, 2ND FLOOR
POLEG INDUSTRIAL ZONE, NETANYA, ISRAEL 4250445

PROXY

THIS PROXY IS SOLICITED ON BEHALF OF
THE BOARD OF DIRECTORS OF THE COMPANY

The undersigned shareholder of magicJack VocalTec Ltd. (the “Company”) hereby appoints Tal Yaron-Eldar and Dvir
Salomon, and each of them, attorneys, agents and proxies of the undersigned, with full power of substitution to each
of them, to represent and to vote on behalf of the undersigned all the ordinary shares of the Company which the
undersigned is entitled to vote at the 2016 annual general meeting of shareholders of the Company (the “Meeting”) to be
held at the offices of Yigal Arnon & Co. at 1 Azrieli Center, Tel Aviv 6702101, Israel at 10:00 a.m. Israel time on
Tuesday, February 28, 2017, or at any adjournments thereof, upon the matters set forth on the reverse side of this
Proxy, which are more fully described in the Notice of Annual General Meeting of Shareholders and the Proxy
Statement relating to the Meeting.

This Proxy, when properly executed, will be voted in the manner directed on the reverse side by the undersigned
shareholder. If no direction is made, the proxy will be voted “FOR” Board Proposals 1.A, 2, 3, 4, 5 and 6 and “AGAINST”
Dissident Shareholder Proposal 1.B.

If you mark “FOR” any director under Proposal 1.A and “FOR” any director under Proposal 1.B, all of your votes under
both Proposal 1.A and Proposal 1.B will not be counted in determining the outcome of such Proposals.

For each of Proposals 2, 3, 4 and 5, please mark whether you have a Personal Interest in such Proposal.  For the
definition of “Personal Interest” please see the Proxy Statement of the Company relating to the Meeting.

Should any other matter requiring a vote of the shareholders arise, the proxies named above are authorized to vote in
accordance with their best judgment in the interest of the Company. Any and all proxies given by the undersigned
prior to this proxy are hereby revoked.

The undersigned acknowledges receipt of the Notice of Annual General Meeting of Shareholders and Proxy Statement
of the Company relating to the Meeting.

(Continued and to be signed on the reverse side)
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ANNUAL GENERAL MEETING OF SHAREHOLDERS OF
MAGICJACK VOCALTEC LTD.
February 28, 2017

Please sign, date and mail your proxy card in the envelope provided as soon as possible.

Please detach along perforated line and mail in the envelope provided.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS YOU VOTE

“FOR” PROPOSALS 1.A, 2, 3, 4, 5 AND 6 AND “AGAINST” PROPOSAL 1.B.

Note:  If you mark “FOR” any director under Proposal 1.A and “FOR” any director under Proposal 1.B, none of your
votes under either Proposal 1.A or Proposal 1.B will be counted in determining the outcome of either Proposal.

ForAgainstAbstain
1.A.       Pursuant to a proposal of the Board of Directors, to elect and re-elect, as applicable, the
following persons recommended by the Board to serve as directors of the Company until the next
annual general meeting of shareholders and until their successors have been duly elected and
qualified. (please also complete boxes for individual nominees below)

☐ ☐ ☐

Mr. Donald A. Burns ☐ ☐ ☐
Mr. Richard Harris ☐ ☐ ☐
Dr. Yuen Wah Sing ☐ ☐ ☐
Mr. Gerald Vento ☐ ☐ ☐
Mr. Don C. Bell III ☐ ☐ ☐
Mr. Izhak Gross ☐ ☐ ☐
Mr. Alan B. Howe ☐ ☐ ☐
OR

1.B.      Pursuant to a proposal of Kanen Wealth Management LLC and Mr. David L. Kanen, to
elect the following persons to serve as directors of the Company until the next annual general
meeting of shareholders and until their successors have been duly elected and qualified. (please
also complete boxes for individual nominees below) (The Company’s Board of Directors
recommends shareholders vote “AGAINST” the slate of nominees nominated under this Proposal
1.B.)

For
☐

Against
☐

Abstain
☐

Mr. Alan B. Howe ☐ ☐ ☐
Mr. Anthony Ambrose ☐ ☐ ☐
Mr. Jonathan M. Charak ☐ ☐ ☐
Mr. W. Austin Lewis ☐ ☐ ☐
Mr. David Clark ☐ ☐ ☐
Mr. Anthony Pompliano ☐ ☐ ☐
Mr. Louis Antoniou ☐ ☐ ☐
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For Against Abstain

2.
To re-approve the
Company’s
Compensation Policy.

☐ ☐ ☐

Are you a controlling
shareholder or do you
have a Personal
Interest in the
approval of Proposal
2? (Note: if you do
not respond, your vote
will be counted as a
shareholder who has
Personal Interest, as
defined in the Proxy
Statement)  

Yes
☐

No
☐

For Against Abstain

3.

To approve the grant
of 7,000 shares of
restricted stock of the
Company to Mr.
Izhak Gross,
subject to his election
to the Board under
Proposal 1.A.

☐ ☐ ☐

Are you a controlling
shareholder or do you
have a Personal
Interest in the
approval of Proposal
3? (Note: if you do
not respond, your vote
will be counted as a
shareholder who has
Personal Interest, as
defined in the Proxy
Statement)

Yes
☐

No
☐

 For Against  Abstain
4.To approve the
accelerated vesting of
shares of restricted
stock of the
Company held by Mr.
Yoseph Dauber, a

☐ ☐ ☐
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former director of the
Company.

Are you a controlling
shareholder or do you
have a Personal
Interest in the
approval of Proposal
4? (Note: if you do
not respond, your vote
will be counted as a
shareholder who has a
Personal Interest, as
defined in the Proxy
Statement)  

Yes
☐

No
☐

For Against Abstain

5.

To approve a
limited extension of
the Employment
Agreement with Mr.
Gerald Vento, the
Company’s President
and Chief Executive
Officer, until the
earlier of June 30,
2017 or the date the
Company hires a
President and Chief
Executive Officer to
replace Mr. Vento,
and to approve
entering into a
consulting greement
with Mr. Vento
effective upon his
separation date.

☐ ☐ ☐

Are you a controlling
shareholder or do you
have a Personal
Interest in the
approval of Proposal
5? (Note: if you do
not respond, your vote
will be counted as a
shareholder who has a
Personal Interest, as
defined in the Proxy
Statement)  

Yes
☐

No
☐
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For Against Abstain

6.

To approve the
reappointment of
BDO USA, LLP and
BDO Ziv Haft,
Certified Public
Accountants (Isr) as
the Company’s
independent
registered public
auditor for the year
ending December 31,
2016 and to authorize
the Company’s Board
of Directors, subject
to the approval of the
Audit Committee, to
fix the compensation
of the auditors in
accordance with the
volume and nature of
their services.

☐ ☐ ☐

In their discretion, the proxies are authorized
to vote upon such other matters as may
properly come before the Meeting or any
adjournment or postponement thereof.

For address
change/comments,
mark here. ☐

Please sign exactly as your name(s)
appear(s) hereon. When signing as attorney,
executor, administrator, or other fiduciary,
please give full title as such. Joint owners
should each sign personally. All holders
must sign. If a corporation or partnership,
please sign in full corporate or partnership
name, by authorized officer.

Signature Date
Signature
(Joint
Owners)

Date

[PLEASE SIGN AND DATE WITHIN BOX]
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