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About SimiGon
SimiGon (AIM: SIM) is a leading developer a
supplier of distributed simulation solutions for
defence and civilian applications. SimiGon is th
creator of SIMbox, a leading Piaased platform for
creating, managing and deploying simulatidrased
content across multiple domains. Through its eff
the-shelf training solutions for demandingigh-skill
occupations, SimiGon provides diversg
organizations with faster and more costffective
GNIAyAy3ad {AYAD2yQa 3N
blue-chip training and simulation systems providerg
as well as air forces and commercial airline
worldwide. Founded in 1998, SimiGon maintain
offices in Israel and the United States.
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TAKINGDISTRIBUTEDRAININGSMULATIONPERSONALLY

When it comes to distributed simulation solutions, SimiGon technology is the way t
Leading the industry shift away from inflexible, stationary and expensive trair
systems, SimiGon offers personal, portable and eelective training solution:
optimized for the PC or laptop. Our effie-shelf platform and products; for air, land,
sea and industrial applicationsg are highly flexible, adaptable and robust. Tt
GLEBNY € & | LILINR I OK Skillusers $ &ainSidailtdn&oudly Sn nfulkig
platforms, saving defence and civilian organizations significant time and money.
offer state-of-the-art simulation solutions for nortraining applications, bringing tle
best of personal simulation to wider audiences.

Financial Highlights U Providing software and services as part of lo
term relationship with a strategic Europear

1 Revenues of $3.22 million (2019: $4.88 million), 1 customer.

decrease reflecting slower progress in deliveri
against project milestones due to COMI®
restrictions and limitations on securing expected n¢
business wins

1 SimiGon successfully completed milestone delivel
for the following military aviation training programs:

U SIMboxbased FL5E Mixed Reality trainin

1 Consequential small impact on gross margf 57% devices for USAF

(2019: 63%) . ) )
U F16 Maintenance Trainer Program for the Isra

1 Operating loss of $2.13 million (2019: $1.45 millic Air Face (IAF)

mitigated by reducing operating expenses by 13%

$3.95 million (2019: $4.53 million) U T-6A Simulation Based Trainers to the IAF

0 G130 Virtual Maintenance Training solution fi

1 Net loss of $2.18 million (2019: $1.45 million) :
strategic partner

1 Basic and diluted loss per share of $0(@019: loss

Secured additional software and hardware warranti
per share $0.03) f u iti W. ware wi |

and support services for the United States Air Force

_— . ) 6A Level 5 FAA Complidriight Training Device
1 Liquid cash and cash equivalents of $4.95 mill

(2019: $6.04 million) M Awarded with additional $0.5 million extension to i

G130 \Virtual Maintenance Training contra

] o previously announced in 2 December 2020 by a la
Operational Highlights international defense company

1 Continued to support major military flight trainin 1 Awarded contract to deliver its Commercial Off tl
programs including: Shelf SIMbox Virtual Reality Aircraft @ng Simulator
to USAF maintenance squadron.
U The USAF Air Education and Training Comir
Undergraduate Remotely Piloted Aircraft Traini 1 Selected as the Flight Simulation Training Dey
0a)l weeouT (FSTD) provider for the United States Air Fo
Recruiting Service (AFRS) AIM HIGH Flight Acaden
U Support for Lockheed Martin's UK Military Flig
Training System ("UKMFTS"); and
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1 During the Period, SimiGon has continued its ongc
R&D efforts to enhance simulatidmased training anc
position the Company to capitalize on new hi
growth market opportunities mainly in maiehance
training technologies.

1 Establishment of a Mergers & Acquisitions (M&
team, seeking strategic acquisition opportunities f{
GKS /2YLlye (G2 AyONBI .
revenues as well as improve long term grow
prospects.

1 Promoted the ChiefOperating Officer, Mr. Jac
Sarnicki, to President of SimiGon Inc., the main trac
subsidiary of the Company.

Legal Actions

On January 13, 2020 D.D Goldstein Real Estates
Investment Ltd., which to the Company's knowled
acquired 1,500,000 shares the Company during 201¢
has filed two legal actions in the Tel Aviv District Ceart
petition for leave to file a monetary claim concernit
salaries on behalf of the Company and an action
prerogative relief concerning resolutions approved at t
GCompany's annual general meeting held on December
2019 regarding the appointment of directors and tl
determination of their compensation. The Company fil
its response in each of the proceedings. According to
court's decision, the petition for le@ to file a monetary
claim will resume after a judgment in the action f
prerogative relief will be given.

On December 16,2020, the trial took place in the abo
mentioned action for prerogative relief and on February
2021, at which closing argumentgere heard. The parties
are now awaiting the judgment in the action fc
prerogative relief, after which the petition for leave to fil
a monetary claim will be resumed.

Post period event:

In June 2021 the court ruling in relation to the legal acti
filed by D.D Goldstein Real Estates and Investment
0aD2f RAGSAYEL 0D D2t RAGSAY
concerning resolutions approved at the Company's anr
general meeting held on Decemb®®, 2019 regarding the
appointment of directors and the determination of the
compensation.

The court ruled that Mr. Ami Vizer should be considere
GO2YyGNREEAYa akKlFINBK2f RSNE
least from March 2019 (without making a tdemination

for prior periods because it was not relevant to the col
ruling). The court also gave an award of costs against
Company in the amount of NIS 30,000.

The derivative action filed by Goldstein was delay
pending this ruling and the Compaesgtimates that it will
now go ahead.The Company continue to intend t
vigorously defend against this action and reiterate t
RA&Of2adz2NSa YIRS Ay (GKAA

statutory accounts for the year ended 31 December 202

Coronavirus (COVHD9)

In March 2020 the World Health Organization declat
coronavirus COVHD9 a global pandemic. COVID
threatens to be a disruptor to companies, supply cha
and the world economy. During theeriod there has beer
Fy AYLI OG 2y GKS [/ 2YLl yec
COVIBEL9 outbreak. Though the Company had r
received any cancelation notices from its customers
respect of active purchase orders as a result of C&9ILC
the restrictionsimposed in response to the pandemic ha
slowed the ability of the Company to deliver during tl
Period, and whilst this business has been delayed ra
than lost, it is clear that the rate of winning new busine
opportunities has been negatively impadteduring the

Period
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Modular Training and Simulation systems with virtual, mixed and augmented reality (XR) capabilities

are accelerating changes in how the military amivilian market personnel are preparing personnel.

Key Trends

The military and civilian training and simulation market
are changing rapidly due to emerging technologies su
as XR, the adoption of gaming engines and proven c
savings delivered through simulation based training.

dt 2 a0G -19, hirtubl Srainingand simulation software is
expected to attain significant growth, owing to growir
demand for online content, certification courses, corpore
learning, learning management systems (LMS), and o
ef SINYyAYy3a Gz22taxé alea ud
Training and Simulation Market Insigltt2027 report

¢ KS +ANJIdz ¢ ¢CNFAYAYy3a | YyR
traditional core market, was valued at $204.41 billion
2019. It is now forecasted to reach $601.85 billion by 20
The civilian, SmartEducation and Learning marke
representing new expansion opportunities for SimiGon
worth $191.32 billion in 2021 and forecast to rea
$783.48 billion by 2027, according to Fortune Busin
Insights a compound growth rate of 19.4%. Ti
simulationbased learning segment is anticipated to exhit
the highest growth as it enables corporations a
academic institutions to create realistic training in
controlled environment before they start work in the fiell
in high stakes, operational environments. i§hmarket
includes Collaborative Learning, Virtual Instrueted
Learning, SimulatioBased Learning, Social Learning ¢
Blended Learning, all core technology components

{AYAD2yQa GN}YAYyAy3d &2t dzia
Extended reality (XR), reahdvirtual combined
environments  with  human interactions, include

augmented reality (AR), mixed reality (MR) and virt
reality (VR). According to Kenneth Research, will reac
value of $346.39 billion in 2026. For context, XR produc
was valued at $25.4 billion in 2019

Demand for XRnabled Military and Commercial trainin
providing technologybased solutions that reduce costs,
expected to continue to grow.

Well trained operators are required throughout milital
and civilian organizations. There are no flightshewut
sufficient and properly trained aircrew, including pilof
technicians and maintainers. Credemain training with a
scalable delivery platform with a common core, op
system architecture, capable of meeting the vast rar
requirements of each slkdét, remains in demand
Significant research supports simulation based learr
FYR GNIAYAYy3IQa dzaS¥Tdz ySaa

Through simulations of operating environments and r
world conditions, personnel in multiple domains are feett
prepared to handle real life situations from bas
operations to troubleshooting to emergencies, in a sa
cost effective, environmentally friendly setting.

The military sector is driven by new platform acquisitic
and technology upgrades requiringhaanced training of
complex systems. Likewise, the civilian market is driver
a need to reduce accidents and liability through advan:
training methods and technologies.

Training simulation is utilized across multiple military a
civilian domains to gvide realistic, coseffective training.
For example, in military aviation, the cost savings
simulated vs. flight hour is generally 90% or greater. W
this enormous cost savings, the Government and Civi
sectors recognize the value of simulationtotal training
programs. Additional efficiencies delivered throu
training technologies such as an Intelligent Tutor includ
dynamic training capacity capable of adapting to
GNIXAySSoa alAtt tS@St VA
The market wl continue to seek and require cost effectiv
advanced training and simulation technologies a
solutions.

{AYAD2Yy Q& RA&ANMHZIIA GBS GNI A
solutions and services provide effective and efficie
training systems to the marketelivering substantial time
and cost savings for customer and partners. Additior
sustainable business is won through system maintenatr
upgrades and support contracts for existing traini
devices as well as technology upgrades and furt
deploymentof training aids, devices and simulators.
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{AYAD2yQa GSOKyz2f23& LINEBR
added value to customer requirements through improv
training efficiencies and training analytics for saving ti
and money.

Business Growth Opportunities

In addition to expanding businesslationships with existinc
LI NIySNER |yR Of ASydasz {AY
growth strategy is focused on leveraging expertise
specific mainstays in US and allied nations, such-é&, T

16, F15 and €l30 coupled with advancements in >
suppot, Artificial Intelligence driven Virtual Instructor, ar
the data analytics and reports provided in the nati
Learning Management System (LMS). With these advat
capabilities SimiGon will compete for new training contra
as a Prime and as a teammadtelarge and small businesse

The Company is building on the expertise it has in delive
adaptive training solutions to develop near term and lo
term business in the Government sector while pursuing r
opportunities in the XR realm and vertical rkets such as
maintenance and technician training.

Budgets and revenues for defence contractors are expe
to remain largely stable, as military programs continue to
critical to national defence, especially consideri
geopolitical tensions. Accordirtg Deloitte, global defence
spending is expected to grow about 2.8% in 2021
estimated at $2 trillion. The commercial aerospace sectc
expected to recover slowly and is expected to return tog!
COVIEL9 levels by 2024Boeing prior to the pandemic
estimated a worldwide requirement for 42,730 new |
airplanes, valued at $6.3 trillion, attributing this to evolvil
aviation product offerings and growth in emerging marke
According to Fortune Business Insights, military airc
market size was US@D.22 billion in 2018 and is projecte
to reach USD 58.03 billion by 2026. The impact of
pandemic is unknown. This segment is comprised of tra
aircraft, fighter aircraft, transport aircraft and speci
mission aircraft. The military fixeding aircaft market
growth is being driven by the replacement of ageing militi
aircraft, increased geopolitical tensions and acquisition
4.5 and % generation fighter aircraft.

Further market opportunities lie in the growing demar
for immersive trainingdevices. USAF Chief of Staff G
Charles Q. Brown Jr., said the challenge with the
arAydz I G2NBR oAttt 0SS UKS a
larger numbers of students and institutionalize the idea

Fftft26Ay3a addzRSyGa aid2 Y«
FoAftAGE G2 0&a2Nbé¢ GKS 0
G§KSY R2é6y> IYyR S Oly 3¢

Brown said. The increased understanding and accepte
of the positive impact VI tools and digital trackii
technologies have on student proficicy speaks to the
market opportunity SimiGon has.

The global military drone market is forecasted to ree
$55.5 billion by 2027, according to Research Dive.
segment is comprised of fixed wing, muritor, single
rotor and Hybrid VerticalTakeoff and Landing (VTOL
UAVs. Additional areas where UAVs continue to diver
are used include agriculture, weather forecastir
engineering, law enforcement and deliveries of foc
medicine and household items. For example, Wing
drone delivery spinoff of Iphabet, is delivering food
FedEx packages and library books. Numerous Fortune
companies such as Verizon, IBM, Amazon, and Inte
well as traditional aerospace and defence companies,
investing significantly in this market.

The global smart edation & learning market, expected t
reach $783.48 billion by 2027 includes Learninc
Management Systems (LMS) and Intelligent Tutot
capabilities. The COMID® pandemic has accelerated tF
adoption of distance learning solutions by schoc
universities and corporations to ensure continuity i
imparting training education and its loftgrm impact is
yet to be determined. Improvements in trainin
applications quality and accessibility is leading to furtl
growth in corporate and academic swuharkets. Orihe
learning institutions are also witnessing a signific:
increase in the number of students. The LMS-market is
expected to reach $25.4 billion by 2024. This expec
increase is due to its ability to deliver training for new sk
without any geogaphical limitations. The North America
market is expected to hold the largest market share dur
the forecast period because of the prevalence of sm
RSOAOSad {AYAD2Yy Q& Y2RdzZ |
can provide dearning, virtual instructoted training,
mobile learning, social learning, simulatibased learning,
and adaptive learning in a clodahsed environment.
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The civilian aviation sector is not expectedftdly recover
to pre-pandemic values until 2024. The United Nations (l
agency for civil aviation, the International Civil Aviati
Organization (ICAO), reported international passen
traffic dropped 60% over 2020, equalling air travel of 2(
levels.

In its optimistic forecast, the ICAO predicts by June 2(
passenger numbers will recover to 71% of 2019 levels.
.2S8SAy3AQa / 2YYSNODALIE  al-20398
expects the current downturn to lead to the replacement
many older passenger airplandésr more efficient fleets.
Boeing is projecting a demand for 43,110 new airpla
over the next 20 years, with a services market worth o
$9 trillion. This will require extraordinary demand for airlii
pilots, technicians and cabin crew. Boeing forec#istd by
2039, the aviation industry will need to supply nearly :
million new aviation personnel605,000 commercial airline
pilots, 607,000 maintenance technicians, and 874,000 c:
crew. Skilled Instructors and training solutions will need
support tis workforce, presenting the Company with
remarkable and exciting loa S N 2 LJLJ2 NJi dzy
adaptive and modular personal training technologit
methodologies and solutions, proven and successful in
military aviation market, are fully transfeble to
commercial aviation training.

SimiGon delivers the advanced, training and simulat
management systems and services that high skills
professional organizations demand.
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solutonscd Of 2aSa GKS (1y2¢fSR3IAS AL LXE F2N LINPFSaaArzy
modular technologies are easily integrated either by customerganizations or thirdparty systems

integrators for both military and civilian applications.

SIMbox

SimiGon is the creator of SIMbox, a leading-bB€ed
platform for creating, managing and deploying simulati
based content across multiple domaiirgcluding training,
mission debriefing, homeland security and entertainme
SIMbox is a flexible, othe-shelf 3D simulation engint
comprised of a wide array of software modules th
empowers users to create an unlimited range of n
products and contentBuilt from the ground up as a robu:
and flexible platform, SIMbox has been deploy
successfully by large training and simulation syste
providers, leading military contractors, and multiplied
forces and commercial airlines worldwide. SIMbox
conmprised of three main environments:

1 SIMbox Toolkit development environment: SIMbox
Toolkit is an easto-use development suite
empowering norRprogrammers to create, reuse an
control simulationbased applications.

9 SIMbox Server management environmer§Mbox Server
which serves as the Learning Management Sys
(LMS), contains various software modules used
configuration management of developed conter
control over content distribution, data gathering frot
end users, and data analysis and report gatien.

9 SIMbox Runtime delivery environmentSIMbox Runtime
provides hifidelity 3D distributed simulations tha
place the user in a virtual or constructive environme
with numerous viewpoints for both military and civilie
applications.

Major Existing poducts under SIMbox

1 XRenabled FL5E Aircrew Training Device

1 XRenabled FL6 Maintenance Training Device
1 XRenabled FL6 Aircrew Training Device

1 XRenabled T6A Desktop Training Device

1 XRenabled Aircraft Décing Simulation System
1 T-6A Level 5 Flighfraining Device

1 G208¢ Cessna Caravan Training Device

1 Sensor Operator Training System

9 UAS Training Device

1 After Action Review/Playback System

1 SIMbox Learning Management System (LMS)

1 SIMbox Developer Environment

1 Simulation Development Environment

1 Learning Management System

9 Learning and Content Management System
9 Image Generator

YY26.221un ClL YAt @
KnowBook is a family of Ffased training application:
used by leading organisations for training professio
users. KnowBook provides a common platforfor
learning, training, planning and debriefing.

The key members of the KnowBook family are:

w ANl 2R S(YFlI YAfE&@Qa Tl 3IaK,
aircrew and organisations to remain completely updat
with the rapidly changing demands of the milgaand
civilian aviation world.

wGroundBook, MarineBook and CarBookhe newest
members of the KnowBook family designed for groui
maritime and driving training scenarios.

Debriefing Systems

SimiGon offers advanced peastission debriefing
applicationsthat provide critical feedback and improv
operational readiness. Utilizing a standard Windo
graphical user interface (GUI), the -B&ed systems cal
be deployed at any location and are extremely simple
2LISNI 6§S® {AYAD2Yy Qi R BidRCE
and MDDS Pro. Operated from a server connected
multiple client workstations, the systems analyse flic
RIGF ad2NBR 2y GKS | ANON
Brief PC is used to support raahe air combat debriefing.
MDDS Pro is a digital beefing solution incorporating
video with 3D simulation.
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ExecutiveChairman President andChief Executive OfficdReview

ExecutiveChairman Presidentand Chief
Executive OfficeReview

"The/ 2 YL yéQa 2y 3A2AY
creating  significant future  growth
L2 GSYyGALl f G23SGKS

strategic programs and existing stron
long-term relationships, we are confident
in the longerterm prospects for the
business”

Amos (Ami) VizerExecutiveChairman President & Chief
Executive Officer

SimiGon has worked through multiple challenges preser
by the COVIR9 global pandemic, delaying numerol

AAAA YR adz
core business supporting militaraircrew training.  We
have continued to meet programme deliveries and recei\
additional program work while improving revenue duril
the second half of the year.

We are currently encouraged by the changes in
simulation and training environment, wene ongoing
programs that were delayed due to the pandemic ¢
returning to the fold and programs that have bee
L2adlLi2ySR FNB o6l 01 2y GKS
R&D efforts in XR, maintenance training and data analy
are creating significant fure growth potential together
gAOGK {AYAD2YyQa aidNYGS3IAO-
term relationships, we are confident in the longerm
prospects for the business.

Overview

During the Period impacted by COMI® pandemic, the
Company achieved successful delivery milestones of
strategic contracts. This includes milestones on the HAB
Maintenance Trainer, €30 virtual maintenance training
solution and T6A Simulation 8sed Training programs
O2y (N} OG2NJ f23AaiGA0a adzLlLy
continued support for the UKMFTSAdvanced proven
technology, together with successful deliveries, have
SimiGon to be contracted with programs throughout t
period whid solidified SIMbox as a major trainir
technology platform.

{AYAD2Yy Q& dzyAljdzS G4SOKyz2fz
demand for more realistic training and depth percepti
provided with XR solutions. As an integrated-irdbne
system with a nativdLearning Management System ar
Virtual Instructor, trainees receive high value, gwted
training, saving end user organizations time and mon
Over the Period, the Company continued its strategic fo
on its three main areas:

9 Product Support- Successfully delivering Distribute
Learning Solutions to our core strategic partne
worldwide. SimiGon, directly and through its partne
now has training sites in North America, Euroj
Middle East and in the Asia Pacific markets.

1 New domains- Expandthe utilization of our SIMbo
technology to multiple domains. This was successf
achieved by targeting several high opportuni
markets such as maintenance training provide
commercial equipment operators, as well as traini
and research labs thattilize SIMbox as part of thei
research.

1 R&D capabilities - Improve the technologica
capabilities of SIMbox technology to enable t
growth of the Company. Beyond the expansion of ¢
graphics engine, simulation and learning managem
system, we have addl and delivered XR solutions 1
multiple clients around the globe

The R&D efforts in the Period have focused

ROl yOAyYy3 0dKS [ 2YLI yec
technologies, improving XR performance, enabl
plug&play capability with consumer VR headse
together with continued development of the
[ 2YLIl yeQa aAvydzZ +FdAazy as
high fidelity Image Generator, user monitoring al
performance tracking with simulation data analytic
This comprehensive solution developed by SimiC
not only pgovides an immersive, high fidelity trainin
environment, it also provides organizations the abil
to see trainee(s) progression rate and areas
difficulty, enabling the curriculum to be tweaked fi
better training results. SIMbox technologie
accelerd Ay3 UGNIAYAy3 I NBE A
opportunities and market penetration across milita
and civilian training markets.
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Operational Review

{AYAD2yQa O2NB (SOKyz2fz23e8
services were developed for large simulation traini
programmes for the Government and Commercial sectc
As the Company evolves into a training systems integre
SimiGon remains at the forefromf designing, developing
implementing and supporting advanced simulation a
training solutions to accelerate learning. Increas
operational proficiency lowers safety risks and bet
prepares operators for real operations, whether they &
flights, weamns systems operations, flight line maintenan
tasks or deep sea oil rig operations. Leveraging the rol
SIMbox ecosystem, SimiGon and its partners are delive
XR capable simulatidoased training content acros
multiple domains and across the hardwgaspectrum, from
tablets and laptops/PCs to high fidelity training devices.

{AYAD2Yy Q& & N}bas&dd kabdibg salukions
offer flexible licensing models with traditional softwal
f AOSyaay3d 2N {II{®d {AYAD?2
provide significant added value to multiple industries.

Markets:
Virtual Training and Simulation

According to Allied Market Research, the virtual traini
and simulation market is poised for double digit grow
Valued at $204.41 billion in 2019, thearket is projected to
reach $601.85 billion by 2027. Virtual training is a <
effective training methodology where a simulated, virtu
environment allows trainees to learn and master new sk
and procedures. Virtual training is widely used in milit
and civilian flight simulation, healthcare training, energ
transportation training, dearning, digital manufacturing
and others.

Aerospace and defense related industry

{AYAD2yQa O2NB YINJSG Aa
Company is a preferred tcy 2 f 2 3 e & dzLJLI A
largest military training programs and Governme
contractor.

¢KS /2YLIlyeQa GNI Ol NBO2
within budget has led to winning multiple militarglated

contracts around the world, as well as servingftother

entrench the Company with existing customers into ni
programs.

Civilian and Commercial vertical markets

{AYAD2yQa aAir3dayAFAOlLyd Ol
sector, are being leveraged to pursue new civilian train
O2y (N Ollad {AYAD2yQa OAQA
range from education, maintenance, safety, energy ¢
other industrial operag y & &1 Aff ad ¢KS
grow vertical Government and Civilian training &
proceeding. The Company recognizes the growth poter
in XR training solutions and is developing and marke
relevant solutions to support this fundamental shifttime
training world.

The global Smart Education and Learning markel
projected to grow with a CAGR of 20.3% from 2021
2027, according to Market Insight Solutions, and re:
$142 billion by 2027.

WSLRNI[ AY]1SN®O2YQa 9E( SR
the global extended reality (XR) market is projected
grow from $42.55 billion in 2020 to $333.16 billion

2025, at a CAGR of 50.9% from 2020 to 2025. This gr
will stem from demand for AR, VR and MR.

User learning experiences are transformitige training
industry as traditional ways of teaching are upended
new technologies. Adaptive learning, Artificial Intelliger
(Al) driven simulatio#based learning, analytics, blende
learning, and collaborative learning, all part of SimiC
products,are continuously evolving offer users enhanc
learning methodologies and experiences.

The simulatiorbased learning segment is anticipated
continued its fast paces growth, enabling professio
organizations and educational institutions to virtua
experience real world environments for trainees

practice, navigate, explore, and obtain more informati
through a virtual medium before they start working ¢
reatlife tasks. Growing awareness among people and ri
popularity of smart education areneouraging solution
providers to invest in research and development 1
creating more reliable, better, and cestfective solutions.

10
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technologies makes its viable lotgym training simulation
software fully capable of leveraging the immersive traini
needs of the XR civilian markets. on software offers ar
advanced solution to organizations seeking to teach vis
and interactive problem solving in far ranging markets si
as civilian aviation, technician training, language traini
customer service training and corporate leadershiphe
/2YLI yeQa G(GSOKyzfz23éx SEL
in a unique position to take advantage of the cultural sh
democratizing learning and training to reach the wic
consumer market.

Marketing:

SimiGon has significantly boosted its digitaarketing
efforts during the pandemic with a fdfime, dedicated
digital marketing specialist. The Company is creating
posting new videos and other media for social chanr
consumption on a regular basis. The Company has t
able to rapidly grow itgpresence on LinkedIn and YouTu
as well as Instagram, Facebook and Twitter. SimiGo
expecting to continue this marketing push along w
traditional outreach at industry conferences in the US ¢
Europe and participation in smaller industry demos -
select end users.

General

The Company continues to further develop its disrupti
baseline, commercial othe-a KSt ¥ o0da/ h¢{ ¢
additional top layer application content and capabilities
reach more end users and vertical markets.

Targeted verticals such as commercial aviation maintens
training, security training, language training and vocatio
training have common requirements to the defensdated
industries the Company continues to target. Specifice
they are highly reglated, require complex and specializ¢
skill training and have zero tolerance for error. SimiGol
seeking to increase market share and broaden the end 1
applications for its base line SIMbox software platform
new domains.

Business Model

The Company's strategy, is to focus on laiegm, high
value, stable SaaS license contracts and services
provide better revenue and profit visibility as a result
distributing over the Period in which they are providt
rather than lumpy license sales.

With Saa$ased contracts, the recurring maintenance a
support stream is already included in the contract terms,
addition, the Company maintains flexibility with i
traditional perpetual license fee model where tr
Company is paid for software licem and support, as wel
as providing turnkey solutions for customers and partni
as a Prime contractor or Swdontractor.

Growth Strategy

The Company is focused on organic growth with its exis
customer base, offering continuous product developmel
and services; leveraging its experience and IP develc
from existing contracts as a Prime Contractor &
Subcontractor to win new business and capture sales
SaidlofAakKSR asSaySydaT | yR
applicability for new market domain directly and
indirectly.

{AYAD2yQa KAIKE e aolflof
management system makes it an ideal solution to addr
new training domains with little customization require:
New projects and markets continue to utilize the prodt
infrastructure and developer tools to create the ne
application content; once developed, they are leveragec
target the wider market.

In addition, SimiGon is seeking to acquire simulatior
GNXYAyAy3a odzaAySaasSa GKIG
strategic focus in the Government and Commercial train
and simulation market. SimiGon is in the enviable posit
of having both the financial ability and trust of our ki
shareholders to make strategic business acquisitions |
will help us expand iour key market segments.

11
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Long term contracts

The Company maintained its solid portfolio of lelegm
partnerships:

U On December 2019, the Company has been awardt
$1.8 millioncontract from a large international defens
St SOGNRYyAOa O2YLIye& o645
develop and implement a-C30 virtual maintenance
GNI AyAy3a az2ftdziazy oO00GKS
G130 training system is a new product complementi
SAYAD2yQa OdzNNBy G NI y3S
F16 training system which is already used by the |
This Contract, along with other ground based traini
systems using SimiGon technologies in the |
including T6A Virtual Reality systems andethvi-346
Advanced Jet Trainer, further solidifies SimiC
G§SOKy2t23A8a +ta GKS L!C
LX FGF2NY F2NJ F ANONBg | Of
period of performance (excluding 12 months warrar
and support) is approximately eighteed8) months.
During the Period, SimiGon has successfully delive
programs milestones. On October 2020, the Comp.
has been awarded with additional $0.5 millic
extension to this Contract.

0 The Company has been awarded in year 2019 wit
Blanket Purchasédgreement from the USAF for th
supply of Virtual and Mixed Reality Systems (BPA).
BPA, has a contract ceiling of $6 million over a-jwar
period, which and the Company continued to deliv
upon during year 2020. This allows the U
Government to apidly order Virtual Reality (VR) ar
Mixed Reality (MR) solutions. SimiGon was one of 1
contractors awarded.

U SimiGon continues its successful support for UKMFT
a technology and services provider to Lockheed Mar
The Company continues to delivender this long term
contract, now in its ninth year of support, exceedi
partner and end user expectations of SimiGo
technologies and performance.

0 Ongoing USAF contracts for the continued maintena
and support including onsite hardware and softes
support for the sixteen SIMbexased T6A Level 5
FTDs.

0 SimiGon completed multiple delivery milestones 1
the $2 million IAF F16 Maintenance Trainer contr.
announced in June 2016 to providel& maintenance
simulation based training systems to th& ! C
technician school in Haifa, Israel. This contract, in
maintenance training domain, is a new, lucrati
vertical for SimiGon and will provide us with tt
experience and credentials to leverage for similar n
business opportunities in other regisnand other
sectors.

U The Company continues to support and has furtt
expanded its longerm relationship with a major
existing European customer that it has been supply
with software and services since 2009.

U SimiGon continues its successful suppat the
SIMboxbased T6A Simulation Based Trainers un
provided to the IAF Flight Academy.

Financial Performance

Revenue for the year ended 31 December 2020 was $.
million, compared to $4.88 million in 2019. 47.16%
SimiGon's revenues came froMNorth America (2019
41.5%), 52.84% from Europe, Middle East, South Ame
Australia and Far East (2019: 58.5%). This decrease
attributable to the operational difficulties and delays

delivering against contracts during the COXtEDpandemic
and sbwing of new business opportunities.

During the Period, loss before income taxes were $2
million (2019: loss before tax expenses of $1.45 million)

Gross profit for the year ended 31 December 2020 \
$1.82 million, as compared to $3.09 million foretlyear
ended 31 December 2019. Accordingly, gross mar
decrease to 57% for the year ended 31 December 202
compared to 63% for the year ended 31 December 201¢

Total operating expenses for the year ended 31 Decerr
2020 decreased by 13% to $3.95llimnh as compared to
$4.53 million for the year ended 31 December 2019.
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SFHARINGPERSONAM ESSAGEROMCORPORATEEADERSHIfOONT,)

R&D expenses for year ended 31 December 2020 decre
by 15% to $1.85 million as compared to $2.18 million for
year ended 31 December 2019. Without considering
impact of the adoption of IFRS 16 on the financial repc
for year 2019, the decrease in the R&D expenses was m
due to reductions in salary and related benefits expens
Marketing expenses for thgear ended 31 December 20z
increased by 12% to $1.04 million as compared to $1
million for the year ended 31 December 2019 mainly due
salary expenses as part of the Company intention
increase marketing efforts.

General and administration expesss for the year ended 3:
December 2020 decreased by 9% to $1.06 million
compared to $1.17 million the year ended 31 Decem!
2019 mainly due to salary and related benefits expenses.

Operating loss for the year ended 31 December 2020
$2.13 million,as compared to $1.45 million for the ye:i
ended 31 December 2019.

As a consequence of the factors above, the loss for the fi
year was $2.18 million (2019: loss of $1.45 million).

Basic and diluted loss per share was $0.04 for the \
ended 31 Deember 2020 as compared to basic and dilut
loss per share of $0.03 for the year ended 31 Decemr
2019.

As at 31 December 2020 the Company had cash and
equivalents of $4.95 million as compared to $6.04 millior
at 31 December 2019, with tradeceivables net of $0.9¢
million, out of which, a total of $0.5 million has bes
collected since the year end.

Despite the uncertainty as to the severity and duration
COVIBL9 global pandemic, and its impact that has be
FYR YAIKG 0S5 2 gperdiidaSthe /figaNclal
statements have been prepared on a going concern b
which assumes that the Company will continue
operations for the foreseeable future and be able to real
its assets and discharge its liabilities and commitment:
the normal course of business. In arriving at tt
determination, the Company has undertaken a thorou
NEGASE 2F GKS /2YLIyeQa C
liquidity risks.

Cash flow projections have been prepared which show t
the Company will have fiicient funds to finance its
operations and meet its obligations during the period of
least 12 months from the date of approval of the financ
statements.

The following has been performed by the Company as |
of its ongoing activities to reduce ¢himpact of COVID1!
on its financials:

U hy !LINAE Hn HnanwnX GKS
Inc. has received a loan in a total of $0.23 million fr
the US Small Business Administration (SBA) as pe
their Paycheck Protection Program that hel
businesses keep their workforce employed duri
COVIBEL9 crisis. The SBA will forgive loans if
employee retention criteria are met, and the funds a
dza SR F2NJ St A3A6ftS SELISY

U On February 2021, SimiGon Inc. has received a
forgiveness from the SBA.

U hy T LINRARE wmp Hsisubddiat RBiBiGa
Inc. has received additional PPP Loan in a tota
$0.24 million from the SBA.

U The Company receive a stageiaranteed bank loan ir
a total amount of $0.23 million following th
announcement made by the State of Israel of t
openingof dedicated small business financial aid fur
following the COVI9 crisis.

Outlook
{AYAD2yQa ft2y3 GSN)¥ 2dzif z
S GKSNBR G(GKS g2N&ai 2F

SimiGon technologies, coupled with pem demand for
military aviation aircrew and maintainer training, ability -
leverage existing training contenwvith heightened XR
capable user experiences, provide the pathway to gro\
and profitability. The Company looks forward to puttin
the COVIEL9 drag affect behind us and press forward
its agility and ability to rapidly scale to support ne
business ad deliver its vision and business strategy
shareholders.

Amos Vizer
ExecutiveChairmanPresidentand Chief Executive Officer
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DISPLAYINEERSONACOMMITMENTIO ORGANIZATIORBUCCESS

Board of Directors

Amos (Ami) Vizer, Executive Chairman
President& Chief Executive Officer

Prior to founding SimiGon, Amos found¢
LogiCali, a software development hous
specializing in data storage applications.
previously served as marketing ar
business development manager of ISYS Operati
Management Systems, an international IT company. Ai
also previously worked for the missiles division of RAF
Armament Development Authority Ltd. Additionally, |
served ten years in the Israeli Air Force (IAF) as-4n
Phantom Fighter navigator, a dlit school course
commander, and a Popeye missile weapons officer. V
extensive training in advanced software developme
Amos holds a BA in business administration.

Simon Bentley, Senior Independent Ner
Executive Director

Mr. Bentley is currently Eecutive
a Chairman of Dominion ATM Bankit

Systems Ltd, trading as Cash on the Ma
a UK mobile cash operator and a NB&recutive Director o
Premier Foods plc. Among previous appointments,
Bentley was Chairman and Chief Executive of BI;
Leisure Grop plc from 1987 to 2002, Deputy Chairman
law firm Mishcon de Reya from 2002 to 2009 and Sel
Independent NorExecutive Director of Sports Dire
International plc from 2007 to 2018. Mr Bentley is
certified FCA, having previously been a senior partte
Landau Morley LLP.

Efraim ManeaChief Financial Officer

Mr. Manea joined the Company as i
finance controller in June 2008, managi
its financial aspects including financi
reporting, corporation accounting and ta
preparation, budget andforecasting and
risk management. He has more than fifteen years
accounting and management experience and befi
joining SimiGon served for approximately four years as
Audit Team Manager at Ernst & Young's Higichnology
sector. Efraim Manea is a @ified Public Accountant anc
holds a BA in Accounting and Business Administration f
the College for Management in Israel.

Ran Pappo, Independent NeBxecutive
Director

Mr. Ran Poppo has 25 years of busin

experience while delivering result
worldwide. Mr. Pappo is the Chie
Executive Officer of Diva Hirschthal Ltd. a la

organization engaged in designing, manufacturing ¢
world wild selling of high quality swimwear. Mr. Pappo a
serves as a director in JS Group Srl, supervising its fine
activities while reviewing its manuals and goals. Mr Paj
is a strategic consultant focusing on organizatio
workflows, financial forecasting, budgeting, auditir
human resources optimization, production planning a
marketing. Mr Pappo has an extensiugancial knowledge
including budgeting, managing and auditing financ
statements for national Organizations. Mr. Pappo hold
BS in Business Administration, Finance and Internatit
Marketing, from the College for Management in Israel.

Ronit Schwartz Independent Non
Executive Director
Mrs. Schwartz has considerab

experience at board level of governmel
and publiclytraded companies, and ha
held a wide variety of executive and nemecutive roles
during the course of her career. Mrs. Schtzas currently
a director at Petroleum & Energy Infrastructures, Ltd., E
Canada and Amir Agricultural Investments, Ltd. N
Schwartz has 21 years' experience in banking part of tt
as a financial executive and deputy director, skilled
finance, crélit risk, foreign currency trading, budgeting ar
corporate governance. Mrs. Schwartz holds a BA
Economics and MBA in Marketing and Finance from
Aviv University.
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Management

Amos (Ami) Vizer, ExecutiveChairman President
& Chief Executive Officer

Prior to founding SimiGon, Amos founded LGgli,
a software development house specializing in d:
storage applications. He previously served
marketing and business developmemanager of
ISYS Operational Management Systems,
international IT company. Amos also previously worked for the mis:
division of RAFAEL Armament Development Authority Ltd. Addition
he served ten years in the Israeli Air Force (IAF) as-4arPlratom
Fighter navigator, a flight school course commander, and a Poj
missile weapons officer. With extensive training in advanced softw
development, Amos holds a BA in business administration.

Jack Sarnicki, Chief Operating Officer

Jack Sarnicki hag5 years of experience in th
United States Air Force ("USAFR") where he
both operational and technical engineerin
positions, ending his military career as Ch
Evaluation Engineer at the USAF's Simulatior
Analysis Facility. Mr. Sarnicki is atso accomplished command pilc
having flown five different USAF aircraft types during his milit
career. In his civilian career, Mr. Sarnicki has held multiple senior |
sales and management positions for various aerospace and def
businesses. Befercoming to SimiGon, Mr. Sarnicki held the position
Chief Operating Officer of MMIltope, where he was responsible fc
the daily management and operation of a $70 million ruggedi:
computer manufacturer selling directly to the U.S. government ¢
commSNOALI £ FSNRAaLI OS O02YLI yASaod
BS in Mechanical Engineering, Masters of Business and the issual
three mechanical patents.

Efraim ManeaChiefFinancialOfficer
Mr. Manea joined the Company as its finan
controller in June 2008, managing its financi
aspects including financial reporting, corporatic
C accounting and tax preparation, budget ar
h forecasting and risk management. He has more tt
fifteen years of accounting and manageme
experience and before joiningr@iiGon served for approximately fou
years as an Audit Team Manager at Ernst & Young's THighnology
sector. Efraim Manea is a Certified Public Accountant and holds
in Accounting and Business Administration from the College

Management in Israel.

Alon Shavit, EVP, Business Development

Before joining SimiGon, Alon served 15 years in
Israeli Air Force (IAF), having flowd 65 for the past
20 years. He was an instructor in the Operatiot
Training Unit (OTU) on-#s for two years and ¢
commande of the F16 OTU for 18 monthdde was
an instructor in the Operational Training Unit (OT
on Ad4s for two years and a commander of thel& OTU for 18
months. His last role in the IAF was managing the plann
coordination, synchronization, andonitoring of the training program.
lt2y K2fRa |y a./! FyR ol OKSt
psychology.

Hagai PichovichvP Product Development

Mr Pichovich joined the company as a softwe
developer for the LMS team in 2006 and since th
carried out various roles such as team lead ai
Director of R&D. He has an extensive experiel
with large scale project architecture and dee
knowledge with SimBox based solutions and internals. Picho has
15 years of experience with software development usingioues
technologies and methodologies, and holds a bachelor degres
computer science.

Koby Ben Yakar, VP Programs

Koby,has a distinguished record as an experienc
manager with extensive technical skills ai
knowledge. Mr. Ben Yakar has led a widage of
projects with crosdunctional teams, including
ASNDAY3 a {AYAD2yQa L
leader and overseeing the architecture, design a
development of the SIMbox LCMS Server infrastructure. Mr. Ben Y
has over 10 years of experiende large training and simulatior
technologies enterprise projects with a proven ability to mane
business and technical relationships for laggale projects.

Ary  Nussbaum, VP Business
(Americas)

Mr. Nussbaum has served in multiple roleghathe

Company since joining in 2001 and was m
recently Director, Business Development. He
built Government and Commercial business throu
partnerships and direct customer sales in compl
business environments. His winning track record spearhmgac
strategic programs in the US, Latin America, Asia, Australia and EL
AyOfdzZRAy3 {AYAD2yQa fIFINBSald a
bdzaaol dzyQa aiArftasSio 1S tSIRa
and sales efforts to capture existing and verticalarkets in
Government and Commercial training sectors in the US, Canada
Latin America. Mr. Nussbaum is an FAA certified pilot with an M
from Bar llan University and a BA from William Paterson University.

Development

Merav Nahmani, Director of Human Resources
Ms. Nachmani, joined SimiGon in November 2C
YR KFIa 06SSy YlIyl3iay3
since July 2009. Ms. Nachmani has more than
years of experience in financial aspects includ
payroll controlling, accounts payable accounts
receivabé , cash flow and tax reporting. Before joining SimiGon |
Nachmani served as a bookkeeping & salary controller in several |
Technology companies. Ms. Nachmani has a Bookkeeping & ¢
controller diploma.
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GORPORATEOVERNANJA®OR THEPERIOENDED31 DECEMBER(QZ20

Introduction

SimiGon Ltd. commenced trading on the AIM Market operated by the London Stock Exchandéowentber 2006.
Although the rules of the AIM Market do not require the Company to comply with the Combined Code on corporate
I2OSNYIyOS o0GKS &/ 2RS¢0 Lzt AAKSR o0& GKS CAYylFYyOALFf wSL
inthe Codr YR @At GAGSYLI G2 O2YLX & gAGK GKSY GgKSNBGSNI I LI
the Board and the resources available to the Company. Details are provided below of how the Company applies those
parts of the Code which it believés be appropriate.

Directors

The Board comprises two executive Directors, one-Nixecutive Director and two independent N&mxecutive Directors
nominated by the shareholders of the Company. The Board generally meets a minimum of five times a yeeaeiand a

Board pack comprising a report from senior management together with any other materials deemed necessary for the
.2 NR (G2 RAAOKIFINHBS AdGa RdziASaed LG Aa GKS . 2FNRQa NBaLR
D NP ddu¥inass plan, strategy, budgets, corporate structure, compensation policy, dividend policy, major items of
expenditure, acquisitionandfinancial statements.

Audit Committee

The audit committee consists of Mr. Simon Bentley, Mrs. Ronit Schwartz andavirPappo and meets at least twice a
year. The role of the audit committee, includes reviewing the management and systems of internal control of the
O2YLIl yes AyOftdzZRAYy3a Ay O2yadzZ GFdAz2y gAGK G§KS Argecangmeadl € |
any remedial action. In addition, the approval of the audit committee is required to effect certain reargyl
transactions.

Remuneration Committee

The remuneration committee consists of Mrs. Ronit Schwaiiz Ran Pappand Mr. Simon Bentlg. The Remuneration

I 2YYAGGSS KFa LINAYFNE NBalLlRyairoArAtadge (G2 NBGASs (GKS LIS
employees and to recommend and approve their remuneration and other terms of employment.

Shareholder Relations

The Company meet@and communicatewith its principal shareholders periodically to encourage communication with
shareholders. In addition, the Company intends to facilitate communication with shareholders through its annual report
and accounts, interim statemémand press releases as required during the ordinary course of business as well as through
AYTF2NNIEGAZ2Y F@FAELFO0ES 2y GKS /2YLIlyeéQa ¢So0aAiidsS 0660 daA

Going Concern

In March 2020 the World Health Organization declared coronavirus CBV#globapandemic. COVHD9 threatens to

be a disruptor to companies, supply chains and the world economy. Despite the uncertainty as to the severity and
RdzN} GAz2zy 2F GKS 3Jt206Frft LIYRSYAOZI FyR AdGa AYLIOG GKIG
consolidated financial statements have been prepared on a going concern basis which assumes that the Company wil
continue its operations for the foreseeable future and be able to realize its assets and discharge its liabilities and
commitments in the normatourse of business.

LY FNNAGAY3I +d GKAa RSOGSNNAYFGA2YE (GKS /2YLIye KIFa dzyfi
and potential liquidity risks. Cash flow projections have been prepared which show that the Company wslliffigient

funds to finance its operations and meet its obligations during the period of at least 12 months from the date of approval
of the consolidated financial statements.
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CORPORATEOVERNANCEOR THEPERIOOENDED31 DECEMBERO20(CONT,)

Internal Control

The Board and the Audit Committee are responsible for the system of internal controls and for reviewing their
effectiveness. Such systems are designed to manage rather than eliminate risks and can provide only reasonable and nc
absolute assurancagainst material misstatement or loss. Each year the audit committee reviews the effectiveness of
these systems. This is achieved primarily by considering risks potentially affecting the Group and from discussions witt
the external auditors. The Group islgect to internal audit and the results of internal audits are presented to the audit
committee.

I O2YLINBKSyaA@dS 06dzRISGAYy3a LINRPOSadaa Aa O2YLX SGSR 2y 0S |
results, as compared against budget, arpaded to the Board and discussed in detatilleast twice a yearThe Group
maintains insurance cover in respect of any legal actions against the Directors as well as against material loss or claim
against the Group and reviews the adequacy of the cosgularly. To comply with AIM rules, the Company has adopted

a code for dealings in its shares by directors and employees.

18



REPORTON DIRECTORREMUNERATION

Remuneration Policy

The remuneration packages for nemecutive directors are based principathy annual salaries. The remuneration
packages for independent neexecutive directors are based on an annual fixed fee and until October 2009 included
payment for each Board or Board committee meeting attended. The remuneration packages for executivasearen
annual salaries and benefits.

Total2020 Total2019

Executive $ $
Ami Vizer * 412,624 412939
Efraim Manea ** 150,080 149625
Non-Executive

Alistair Rae - 25,959
Simon Bentley 43,200 18,000
Omer C. Eyal *** - -

Ran Pappo 26,400 26,400
Deborah M. Bitman - 13,200
Ronit Schwartz 26,400 10,077
Total 658,704 656,200

* Year 2020 does not include additional cost of $88,in respect of vacation days, additional $28,721 paid in respec

severance allocation transfer and additiond0§897 paid in respect to health insurance.

Year 2019 does not include additional cost of $88,in respect of vacation days, additional $28,721 paid in respec
severance allocation transfer and additional $38,759 paid in respect to health insurance.

xx Year 2020 does not include the reimbursement of $49,200, paid in respect to Mr. Efraim Manea relocation cost:
g62N] +id GKS [/ 2 YL}l y éadditionaldastsioh $2,855iNEspdcybf vachtion daygh&kseverance

Year 2019 does not include the reimbursement of $49,200, paid in respect to Mr. Efraim Manea relocation cost:
g62N] +id GKS [/ 2 YL}l y éadditionaldastsioh $23\ 17 Nierespeyt of vdcationldafiskseverance

wkk On a Boardneeting held on September 20, 2018, Mr. Omer Eyal informed the Board that he is respectfully decline

any payment for his service to SimiGon as a director and that he has elected to make his membership &n¥hell
Board of Directors and Audit Comnei&t as unpaid volunteer positions.

Pleasealso see the Directors Report below for details difectors who have held office during the yeaoptions and
shares granted to directors.
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DIRECTORREPORT

The directors submit their report and the financial statements of the Group for the period ended 31 DeczBRBer

Incorporation and Admission onto the AIM Market

The Company was incorporated on 1 October 1998. On November 2006 the Company commenced trduinglibh

and issued 6,076,811 new Ordinary Shares of NIS 0.01 at price of £0.88 per share. The number of Ordinary Shares issu
immediately following the admsson were 37,250,666.

Shares
As of December 32020 the total numbers of Ordingr Shares Issued were 5688618 (net of 535,571 Ordinary shares
held in treasury).

Share Options

As of 31 Decembe2020 the outstanding balance of options granteddertain employees of SimiGon was approximately
12LISNOSy i 2F GKS /2YLIlyeéQa A&aadzSR yR 2dziadlyRAY3 68 KI NE
The majority of the options vest over four years from the date of grant. The optimpisecten years from the date of

grant.

Review of Business and Future Developments
¢tKS odzaAySaa NBGASE A& IAOBSY 6AGKAY GKS / KAST 9ESOdziA D

Dividends
CAdZNIKSNJ 12 GKS /2YLIlyeQa LINBGAz2dzate RSOfFNBR AwveieSy A ;
distributed to its shareholders:

T On 11 April 2017 an annual dividend of 0.136 cents per share for a total issued and outstanding shares of
pmMZodnEImy s SljdzZ GAYy3a (G2 | LIWNREAYIGStfe md: 2F GKS /2
Company's net profit for year 2048aspt AR (G2 GKS /2YLIl yeQa &Kl NBK2f RSNA &

1 On 27 May 2016 an annual dividend of 0.6 cents per share for a total issued and outstanding shares of 50,993,154
Slidzl GAy3 G2 FLIWNRBEAYIF(GSt& wmp:x 2F {KnSately 2% lodithg Edrpanydst NJ/
net profit for year 201%vasLJr AR (2 GKS / 2YLIl yeQa &aKINBK2f RSNER 640K

1 On 29 May 2015 an annual dividend of 0.6 cents per share for a total issued and outstanding shares of 50,079,690
equating to approxima St & wx: 2F GKS /2YLIyeQa SIENYyAy3aa LISNI akk
net profit for year 2014vasLJr AR G2 GKS /2YLIl yeQa akKINBK2f RSNBER A 0K

1 On 30 May 2014 an annual dividend of 0.543 cents per share for a totaldismue outstanding shares of
NTIHPHEITANCSE Sldzr GAy3a G2 | LIWINBEAYFGSEe wm: 2F GKS /20
Company's net profit for year 204@asLJr AR (G2 GKS /2YLIl y&gdQa &Kl NBK2f RSNA |

Suppliers Paymnt Policy

The Group does not operate a standard code in respect of payment to suppliers. It has due regard to the payment terms
of suppliers and generally settles all undisputed accounts within 60 days of the date of invoice, except where different
arrangements have been arranged with suppliers.
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Directors

The following directors have held office during the year:

1 Mr. Amos Vizer has been an executive director of the Company since 4 November 1998.

1 Mr. Efraim Manea waappointed as an executive director on July 30, 2010.

1 Mr. Simon Bentley was appointed as NBrecutive Directorand serves asSenior IndependentNon-Executive
Directoron August 1 2019, replacirMr. Alistair Raewho wasappointed as a director and Chairman of the Board on
27 October 2006.

1 Mr. Ran Pappavasappointed as an independent director on December 30, 2015.

1 Mrs. Ronit Schwartz was appointed as an independent director, replacing Meborah M Bitmanwho was
appointed as an independent director on December 30, 2015.

1 Mr. Omer C. Eyal was appointed a rexecutive director on April 17, 20Hd held officeuntil October 20, 2019

Directors Interest in Shares and Share Options
The interest of directors in the issued share capital of the company at 31, Dece@@@were as follows.

Number of Ordinary Shares  Percentage of Ordinary  Shares to be issued

Directors Capital Shares*
Ami Vizer 11,365,489 2234 125,338**)
Efraim Manea 284,346 0.56 32,564 *)

*)  Calculated based on a total amount&f1,863,618 Ordinary Shares (net of 535,571 Ordinary shares held in treasury).

) hy {SLISY0OSNI y~ wnmt (KS / tRerdolivefsio® &f thé ROL6NaBriia taBhSoNdused: LJL
' LILINE GSR o0& GKS /2YLIlyeQa .2FNR 2F S5ANBOG2NAR 2y ! LN
Policy Plan to Mr. Ami Vizer the Company's Chief Executive Officer and an executive directorlinradotd of US
£21,934 and to Mr. Efi Manea the Company's Chief Financial Officer and an executive director in a total amount of
USE£5,699, into 125,338 and 32,564 Ordinary Shares of 0.01 par value of the Company, respectively, such shares t«
be issued undr the Company's Employees' Share Option Plans.

Substantial Shareholdings
As of DecembeB1 202Q the following interests of 3% or more in its issued and outstanding ordinary shares were notified
to the Company:

Shareholder Numberof Ordinary Shares Percentage of issueti
A. Vizer / A. Vizer Holding Ltd. 11,365,489 22.35%
Jeffrey Braun 6,543,039 12.8%
Herald Investment Management Ltd. 5,050,000 9.93%
Axxion S.A. 3,500,000 6.88%
Green Venture Capital Ltd. 3,067,848 6.03%
Gal Erez 2,075,000 4.08%
Shroder euroclear nominees limited 1,711,070 3.36%

*)  Calculated based on a total amount of 50,858,618 Ordinary Shares (net of 535,571 Ordinary shares held in treasury)

Auditors

Kost Forer Gabbay & Kasierer

A member of Ernst & Young Global
144Menachem Begin St.

TelAviv 6492102, Israel
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INDEPENDENT AUDITORS' REPORT
To the Shareholders of
SIMIGON LTD.

We have audited the accompanying consolidated financial statements of SimiGon Ltd. and its sub%itkaries
Group"), which comprise the consolidated statements of financial position as of Decamb@2and 2019,

and the consolidated statements of comprehensive income, changes in equity and cash flows for each of tt
years ended December 2020 2019 and 2018, and the related notes to the consolidated financial statements,
which, as described iNote 2 to the consolidated financial statements, have been prepared on the basis of
International Financial Reporting Standards as adopted by the European Union.

Management's Responsibility for the Consolidated Financial Statements

Management isesponsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards as adopted by the European Union; this
includes the design, implementation, and maintenancet@fial control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material misstatement, whether due to frau
or error.

Auditors' Responsibility

Our responsibility is to express an opinion on thamesolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of Americe
Those standards require that we plan and perform the audit to obtain reasonableasfmanwhether the
consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures seldefgehd on the auditors' judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to frat
or error. In making those risk assessments, the auditor considers internal control relevenembity's
preparation and fair presentation of the consolidated financial statements in order to design audit procedure
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectivenes
of the entity's inteal control. Accordingly, we express no such opiniam.audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
management, as well as evaluating the overall ptatsen of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for oul
audit opinion.

Opinion

In our opinion, the consolidated financial statements referred teegtr@gent fairly, in all material respects,
the consolidated financial position of the Group as of December 31, 2020 and 2019, and the résults of
operationsand its cash flows faheeach of the years ended December2820,2019 and 2018, in acconuze

with International Financial Reporting Standards as adopted by the European Union.

il oo bl e

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER
April 27, 2021 A Member of Ernst & Young Global
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31,

2020 2019
Note U.S. dollars in thousands
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 1,227 2,974
Shortterm bank deposit 1,831 1,181
Shortterm investments 3 1,889 1,887
Shortterm restricted cash 5 - 523
Trade receivables, net 4 956 1,407
Other accounts receivalded prepaid expenses 70 37
Total current assets 5,973 8,009
NON-CURRENT ASSETS:
Restricted cash 5 50 38
Long-term prepaid expenses 27 27
Property, plant and equipment 6 22 99
Right-of-use assets 7 260 294
Goodwill 8 1,068 1,068
Total norntcurrent assets 1,427 1,526
Total assets 7,400 9,535

The accompanying notes are an integral part ofdinsolidated financial statements.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31,

2020 2019
Note U.S. dollars in thousands
EQUITY AND LIABILITIES

CURRENT LIABILITIES:

Current maturities of loans 10 34 -

Trade payables 138 86

Current maturities of lease liabilities 7 242 245

Deferred revenues 72 236

Other accounts payable and accrued expenses 9 701 845
Total current liabilities 1,187 1,412
NON-CURRENT LIABILITIES:

Leasdiabilities 7 21 31

Employee benefit liabilities 10 369 362

Long-term loan 11 215 -

Other norcurrent liabilities 14a 713 708
Total noncurrent liabilities 1,318 1,101
Total liabilities 2,505 2,513
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF

THE COMPANY: 12

Share capital 125 125

Additional paidin capital 16,652 16,651

Treasury shares (105) (105)

Accumulated deficit (11,777) (9,649)
Total equityattributable teequity holders of the Company 4,895 7,022
Total equity 4,895 7,022
Total liabilities and equity 7,400 9,535

The accompanying notes are an integral part of the consolidated financial statements.

April 27, 2021 N e Y

Date of approval of t Ran Pappo Arfi Vizer Efraim Manea
financial statements Independent Non Chief Executive Officer  Chief Financial Officer
Executive Director and Director and Director
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended
December 31,
2020 2019 2018
U.S. dollars in thousands
Note (except share and per share amounts)
Revenues 16 3,221 4,882 5,029
Cost of revenues 15a 1,397 1,797 973
Gross profit 1,824 3,085 4,056
Operating expenses:
Research and development 15b 1,850 2,175 2,335
Selling and marketing 15c 1,040 1,187 1,019
General and administrative 15d 1,062 1,171 1,462
Total operating expenses 3,952 4,533 4,816
Operatingoss (2,128) (1,448) (760)
Other Income 6 - -
Loss before financial expenses (2.122 (1,448) (760)
Finance income 15e 168 215 134
Finance expenses 15f 226 215 157
Loss before income taxes (2,180) (1,448) (783)
Income tax benefit (expense) 13 - - (224)
Loss (2,180) (1,448) (1,007)

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

SIMIGON LTD.

Loss

Other comprehensive income not to be
reclassified to profit or loss in subsequent
periods:

Remeasurement gain (loss) from defined ber
plan

Total comprehensive loss

Loss attributable to:
Equity holders of the Company
Non-controlling interests

Total comprehensive loss attributable to:
Equity holders of the Company
Non-controlling interests

Basic and diluted loss per share attributable t
equity holders othe Companyn U.S. dollars

Weighted average number of shares used in
computing basic and diluted earnings per s
(in thousands)

Year ended
December 31,

2020

2019

2018

U.S. dollars in thousands

Note (except share and per share amounts)
(2,180) (1,448) (1,007)
52 (27) 16
(2,128) (1,475) (991)
(2,180) (1,448) (1,013)
- - 6
(2,180) (1,448) (1,007)
(2,128) (1,475) (997)
- - 6
(2,128) (1,475) (991)
(0.04 (0.03) (0.02)
17 51,022 51,020 51,259

The accompanying notes areiategral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

SIMIGON LTD.

Balance as of January 1, 201
Total comprehensive loss

Purchase of Treasury shares
(see note 12 (f)

Shareshased compensation

Balance as of December 31,
2018

Total comprehensive loss

Share issuanagpon exercise
of options

Sharebase compensation

Balance as of December 31,
2019

Total comprehensive loss
Sharebased compensation

Balance as of December 31,
2020

*) Net of 535,571 shares held in treasury.

Attributable to equity holders of the Company

Additional Non-
Number Share paid-in  Treasury Accumulated controlling
of shares  capital capital shares deficit Total interests  Total equity
U.S. dollars in thousands (except share amounts)
51,394,188 125 16,639 - (7,177) 9,587 (6) 9,581
- - - - (997) (997) 6 (991)
(535,571 - - (105) - (105) - (105)
- - 8 - - 8 - 8
*)50,858,61¢ 125 16,647 (105) (8,174) 8,493 - 8,493
- - - - (1,475) (1,475) - (1,475)
5,000 **) - 1 - - 1 - 1
- 3 - 3 3
*) 50,863,61¢ 125 16,651 (105) (9,649) 7,022 - 7,022
- - - - (2,128) (2,128) - (2,128)
- - 1 - - 1 - 1
*) 50,863,61¢ 125 16,652 (105) (11,777) 4,895 - 4,895

**)  Represents an amount lower thah thousand.

The accompanying notes are an integral part of the consolidated financial statements.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended
December 31,

2020 2019 2018

U.S. dollars in thousands

Cash flows from operating activities:

Loss (2,180) (1,448) (1,007)

Adjustments to reconcile loss to net cash provided by |
in) operating activities:

Adjustments to the profit or loss items:

Depreciation and amortization 328 308 46
Deferred tax - - 226
Finance expensdéscome), net 5 (70) 64
Financial expenses lease liabilities 16 20 -
Sharebased compensation 2 3 8
Change in employee benefit liabilities, net 59 47 15

Changes in asset and liability items:

Decrease (increase) trade receivables 451 1,164 (823)
Decrease (increase) in other accounts receivable anc
prepaid expenses (including leterm) (33) 61 59
Increase (decrease) in trade payables 52 (74) 26
Increase (decrease) in deferred revenues (164) (92) (74)
Increase (decrease) in other accounts payable and ai
expenses (144) 146
572 1,514 (453)
Net cash provided by (used in) operating activities (1,608) 66 (1,460)

The accompanying notes are an integral patti@tonsolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

SIMIGON LTD.

Cash flows from investing activities:

Decrease (increase) in restricted cash
Increase irshorttermbank deposits
Increase itong-term deposits

Purchase of property, plant and equipment
Sale of equipment

Net cash provided by (used in) investing activities

Cashflows from financing activities:

Repayment of lease liabilities

Proceeds from share issuance upon exercise of optior
Proceed from bank loan

Purchase of treasury shares

Receipt ofrefundable grants

Net cash used in financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash anatash equivalents at end of year
(@) Supplemental disclosure of n@ash activities:

Right-of-use assets and corresponding lease
liabilities

Year ended
December 31,

2020 2019 2018

U.S. dollars in thousands

511 278 (164)
(638) (139) -
- 2)
(10) (88) (16)
55 - -
(82) 51 (182)
(291) (287) -
- 1 -
234 - -
- - (105)
. - 22
(57) (286) (83)
(1,747) (169) (1,725)
2,974 3,143 4,868
1,227 2,974 3,143
262 59 -

The accompanying notes are an integral part ofdimsolidated financial statements.
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SIMIGON LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 1:- GENERAL

a.

The Company commenced its operations on October 1, 1998, and is engaged in
developing advanced learning, trainiagd simulation technologies and applications for
use in professional communities. The Company's registered office is in Herzlia, Israel.

The Company has a wholiywned subsidiary in the United States, SimiGon Inc, which is
engaged in the marketing thfe Company's products in the United States.

National Simulation Services Inc, which was a whallyned subsidiary of SimiGon Inc,
was dissolved on December 20, 2019.

SimiGon Pte Ltd., which was a wholbwned subsidiary of SimiGon Ltd in Singapore
and was engaged in the marketing of the Company's products in the Far East, was
dissolved on November 1, 2019.

SimiGon S.A.S, in which 70% of its shares were held by SimilBo and was located in
Colombia for the purpose of marketing the Company's products in South America, has
commenced its dissolvement on November 5, 2019.

The Company's shares are traded on the Alternative Investment Market ("the AIM") on
the LondorStock Exchange.

Definitions:
In these financial statements:

The Company - SimiGon Ltd.

The Group

SimiGon Ltd. and its subsidiary.

Subsidiaries

Companies that are controlled by the Company, as defined in IFR

Related parties - As defined in IAS 24.

Dollar/$ - U.S. dollar

Assessment of going concern as a resutbobnavirus (COVIP19):

In March 2020 the World Health Organization declared coronavirus CQ9IB global
pandemic. COVIB19 threatens to be a disruptor to companies, supply chains and the
world economy.Despite the uncertainty as to the severity and duration of the global
pandeniccand iits i mpact that has been and mi gl
consolidated financial statements have been prepared on a going concern basis which
assumes that the Company will continue its operations for the foreseeable future and be
able to realize its assets and discharge its liabilities and commitments in the normal
course of business. In arriving at this determination, the Company has undertaken a
thorough review of the Companyds cash fl o
flow projections have been prepared which show that the Company will have sufficient
funds to finance its operations and meet its obligations during the period of at least 12
months from the date of approval of the consolidated financial statements.

-30-



SIMIGON LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been applied consistently in the financial statements for
all periods presented, unless otherwise stated.

a.

Basis of preparation of the financial statements:

These financiastatements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union ("IFRS as adopted by the EU").

Functional currency, presentation currency and foreign currency:

The consolidated financial statements are presented in U.S. dollars, which is the
Company's functional currency. Each entity in the Group determines its own functional
currency and items included in the financial statements of each entity are measuwged usin
that functional currency.

The functional currency of the subsidiarieghis U.S. dollar.

Transactions, assets and liabilities in foreign currency:

Transactions denominated in foreign currency (other than the functional currency) are
recorded on initll recognition at the exchange rate at the date of the transaction. After
initial recognition, monetary assets and liabilities denominated in foreign currency are
translated at the end of each reporting period into the functional currency at the exchange
rate at that date. Exchange differences, other than those capitalized to qualifying assets or
recorded in equity in hedging transactions, are recognized in profit or lossndiwatary

assets and liabilities measured at cost in a foreign currency arateansl the exchange

rate at the date of the transaction. Noonetary assets and liabilities denominated in
foreign currency and measured at fair value are translated into the functional currency
using the exchange rate prevailing at the date when thealae was determined.

Consolidated financial statements:

The consolidated financial statements comprise the financial statements of companies that
are controlled by the Company (subsidiaries). Control is achieved when the Company is
exposed, or has figs, to variable returns from its involvement with the investee and has
the ability to affect those returns through its power over the investee. Potential voting
rights are considered when assessing whether an entity has control. The consolidation of
the financial statements commences on the date on which control is obtained and ends
when such control ceases.

The financial statements of the Company and of the subsidiaries are prepared as of the
same dates and periods. The consolidated financial stateanermteepared using uniform
accounting policies by all companies in the Gro8mnificant intragroup balances and
transactions and gains or losses resulting from intragroup transactions are eliminated in
full in the consolidated financial statements.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Non-controlling interests in subsidiaries represent the equity in subsidiaries not
attributable, directly or indirectly, to a parent. Noontrolling interests are presented in
equity separately from the @ity attributable to the equity holders of the Company. Profit

or loss and components of other comprehensive income are attributed to the Company
and to norcontrolling interests. Losses are attributed to-oontrolling interests even if

they result in aegative balance of nesontrolling interests in the consolidated statement

of financial position.

d.  Cash equivalents:

Cash equivalents are considered as highly liquid investments, including unrestricted
shortterm bank deposits with an original maturiti/three months or less from the date
of acquisition.

e. Shortterm deposits:

Shortterm bank deposits are deposits with an original maturity of more than three months
from the date of acquisition. The deposits are presented according to their terms of
deposit.

f. Financial instruments:

On January 1, 2018, the Company initially adopkRIS 9, "Financial Instrumentg“the
Standard"). The Company elected to adopt the provisions of the Standard retrospectively
without restatement of comparative data.

1. Financial assets:

Financial assets are measured upon initial recognition at fair value plus transaction
costs that are directly attributable to the acquisition of the financial assets, except
for financial assets measured at fair value through profiiss in respect of which
transaction costs are recorded in profit or loss.

The Company classifies and measures debt instruments in the financial statements
based on the following criteria:

- The Company's business model for managing financial assets; and
- The contractual cash flow terms of the financial asset.
a) Debtinstruments are measured at amortized cost when:

The Company's business model is to hold the financial assets in order to
collect their contractual cash flows, and the contractual terms of the financial
assets give rise on specified dates to cash flows that are solely payments of
principal and interestrothe principal amount outstanding.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

After initial recognition, the instruments in this category are measured
according to their terms at amortized cost using the effective interest rate
method, less angrovision for impairment.

b)  Equity instruments and other financial assets held for trading:

Investments in equity instruments do not meet the above criteria and
accordingly are measured at fair value through profit or loss.

Other financial assets heltbr trading such as derivatives, including
embedded derivatives separated from the host contract, are measured at fair
value through profit or loss unless they are designated as effective hedging
instruments.

Dividends from investments in equitystruments are recognized in profit or
loss when the right to receive the dividends is established.

2. Impairment of financial assets:

The Company evaluates at the end of each reporting period the loss allowance for
financial debt instruments which anet measured dair value through profit or

loss

The Company has shegrm financial assets such as trade receivables in respect of
which the Company applies a simplified approach and measures the loss allowance
in an amount equal to the lifetime expticredit losses. An impairment loss on
debt instruments measured at amortized cost is recognized in profit or loss with a
corresponding loss allowance that is offset from the carrying amount of the
financial asset.

3. Financial liabilities:
Financial iabilities measured at amortized cost:

Financial liabilities are initially recognized at fair value less transaction costs that
are directly attributable to the issue of the financial liability.

After initial recognition, the Company measurediatincial liabilities at amortized
cost using the effective interest rate method.

4. Derecognition of financial liabilities:

A financial liability is derecognized only when it is extinguished, that is when the
obligation specified in the contract is clirged or cancelled or expires. A
financial liability is extinguished when the debtor discharges the liability by paying
in cash, other financial assets, goods or services; or is legally released from the
liability.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLIC IES (Cont.)
g. Leases:

On Janwuary 1, 2019, the Company first app
Company elected to apply the provisions of the Standard using the modified retrospective
method (without restatement of comparative data).

Theaccounting policy for leases applied effective from January 1, 2019, is as follows:

The Company accounts for a contract as a lease when the contract terms convey the right
to control the use of an identified asset for a period of time in exchange fateratisn.

For leases in which the Company is the lessee, at the commencement date of the lease,
the Company recognizes lease liabilities measured at the present value of lease payments
to be made over the lease term.

In calculating the present valuelefise payments, the Company uses a single incremental
borrowing rate, to a portfolio of leases with reasonably similar characteristics. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reded for the lease payments made. In addition, the carrying amount of
lease liabilities is remeasured using a revised discount rate, with a corresponding
adjustment to the related rigbf-use asset, if there is a modification, a change in the
lease term, achange in the hsubstance fixed lease payments or a change in the
assessment to purchase the underlying asset.

The Company recognizes rigbt-use assets at an amount equal to the lease liability.
Unless the Company is reasonably certain to obtain oWipeos the leased asset at the
end of the lease term, the recognized rigftise assets are amortized on a strdighkt
basis over the shorter of their estimated useful life and the lease termoRigget assets
are subject to impairment. The amortiaat periods of the righof-use assets are as
follows; facilitiesi 5 years; Vehicles 3 years.

The Company applies the shtetm lease recognition exemption to its shiertn leases

(i.e., those leases that have a lease term of 12 months or lesthér@mommencement

date and do not contain a purchase option). It also applies the leaseva@ilewassets
recognition exemption to leases of office equipment that are considered of low value (i.e.,
below $5). Lease payments for shtmtm leases and leas®f lowvalue assets are
recognized as expense on a stralgtd basis over the lease term.

The Company determines the lease term as theaocellable term of the lease, together
with any periods covered by an option to extend the lease if it isnaalyccertain to be
exercised, or any periods covered by an option to terminate the lease, if it is reasonably
certain not to be exercised.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

In respect of lease payments that depend on the Consumer Price Index, on the
commencement date the Company uses the index prevailing on the commencement date
to calculate the future lease payments.

The aggregate changes in future lease payments reduttimga change in the index are
discounted (without a change in the discount rate applicable to the lease liability) and
recorded as an adjustment of the lease liability and theofgide asset, only when there

is a change in the cash flows resultingnirthe change in the index (that is, when the
adjustment to lease payments takes effect).

The accounting policy for leases applied until December 31, 2018 is as follows:
The criteria for classifying leases as finance or operating leases depend dosthacau
of the agreements and are made at the inception of the lease in accordance with the
following principles as set out in IAS 17.
The Group as lessee:
Operating leases:
Lease agreements are classified as an operating lease if they do not trdostéentisilly
all the risks and benefits incidental to ownership of the leased asset. Lease payments are
recognized as an expense in profit or loss on a strhighbasis over the lease term.
h. Property, plant and equipment:
Property, plant and equipment are measured at cost, including directly attributable costs,
less accumulated depreciation, accumulated impairment losses and any related investment

grants and excluding dap-day servicing expenses.

Depreciation is calcutad on a straigHine basis over the useful life of the assets at
annual rates as follows:

%

Computers and peripheral equipment 33
Office furniture and equipment 7 - 15 (mainly 15%)
Leasehold improvements Over the term of the lease or the

expectedife, whichever is shorter
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

The useful life, depreciation method and residual value of an asset are reviewed at least
each yeaend and any changes are accounted for prospectively as a change in accounting
estimate.

Depreciation of an asset ceases at the earlier of the datedlzestt is classified as held

for sale and the date that the asset is derecognized. An asset is derecognized on disposal
or when no further economic benefits are expected from its use. The gain or loss arising
from the derecognizing of the asset (determiiag the difference between the net disposal
proceeds and the carrying amount in the financial statements) is included in profit or loss
when the asset is derecognized.

i. Research and development:

Research and development costs are charged to prédisoras incurred as development
costs do not meet the criteria for recognition as an intangible asset.

J- Impairment of noffinancial assets:

The Company evaluates the need to record an impairment of the carrying amount of non
financial assets whenever et®mr changes in circumstances indicate that the carrying
amount is not recoverable. If the carrying amount of-iieencial assets exceeds their
recoverable amount, the assets are reduced to their recoverable amount. The recoverable
amount is the higherfdair value less costs of sale and value in use. In measuring value

in use, the expected future cash flows are discounted usingtaxpdéscount rate that
reflects the risks specific to the asset. The recoverable amount of an asset that does not
generag independent cash flows is determined for the-gasierating unit to which the

asset belongs. Impairment losses are recognized in profit or loss.

The following criteria are applied in assessing impairment of goodwill in respect of a
business combination

For the purpose of impairment testing, goodwill acquired in a business combination is
allocated, at the acquisition date, to each of the Group'sgesrating units that is
expected to benefit from the synergies of the combination.

The Company revigs goodwill for impairment once a year as of December 31 or more
frequently if events or changes in circumstances indicate that there is impairment.

Goodwill is tested for impairment by assessing the recoverable amount of the cash
generating unit (or grqu of cashgenerating units) to which the goodwill has been
allocated. An impairment loss is recognized if the recoverable amount of the cash
generating unit (or group of cagienerating units) to which goodwill has been allocated

is less than the carryirgmount of the casbenerating unit (or group of cagienerating
units). Any impairment loss is allocated first to goodwill. Impairment losses recognized
for goodwill cannot be reversed in subsequent periods.
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SIMIGON LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:-

SIGNIFICANT ACCOUNTING POLICIES (Cont.)

K.

Government grants:

Government grants are recognized where there is reasonable assurance that the grant will
be received and the Company will comply with the attached conditions.

Government grants received from the Office of the Chief Scidh@&€S") and the Korea

Israel Industrial R&D Foundation as support for research and development projects which
grants include an obligation to pay royalties that are conditional on future sales arising
from the project, are recognized upon receipt as ditialb future economic benefits are
expected from the project that will result in royalityaring sales. If no such economic
benefits are expected, the grants are recognized as a reduction of the related research and
development expenses. In that evehe royalty obligation is treated as contingent
liability in accordance with IAS 37.

At the end of each reporting period, the Company evaluates, based on its best estimate of
future sales, whether there is reasonable assurance that the liability re¢pomnizbole

or in part, will not be repaid (since the Company will not be required to pay royalties). If
there is such reasonable assurance, the appropriate amount of the liability is derecognized
and recorded in profit or loss as a reduction of researdrdavelopment expenses. If the
estimate of future sales indicates that there is no such reasonable assurance, the
appropriate amount of the liability that reflects expected future royalty payments is
recognized with a corresponding adjustment to researdldevelopment expenses.

Grants received after January 1, 2009, which are recognized as a liability, are accounted
for as forgivable loans, in accordance with IAS 20 (Revised), pursuant to the provisions
of IFRS 9, "Financial Instruments”. Accordinglyhen the liability for the loan is first
recognized, it is measured at fair value using a discount rate that reflects a market rate of
interest. The difference between the amount of the grants received and the fair value of
the liability is accounted for w@m recognition of the liability as a government grant and
recognized as a reduction of research and development expenses.

After initial recognition, the liability is measured at amortized cost using the effective
interest method. Changes in the projeatadh flows are discounted using the original
effective interest rate and recorded in profit or loss in accordance with the provisions of
IFRS 9.

Royalty payments are treated as a reduction of the liability.
Revenue recognition:

On January 1, 2018, the Company initially adopt#eRS 15, "Revenue from Contracts
with Customers'("the Standard")The Company elected to adopt the provisions of the
Standard using the modified retrospective method with the application of certdingbrac
expedients and without restatement of comparative data
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Revenue from contracts with customers is recognized when the control over the goods or
services is transferred to the customer. The trdiwsa price is the amount of the
consideration that is expected to be received based on the contract terms, excluding
amounts collected on behalf of third parties (such as taxes).

Revenue from rendering of services:

Revenue from rendering of services ricognized over time, during the period the
customer simultaneously receives and consumes the benefits provided by the Company's
performance. Revenue is recognized in the reporting periods in which the services are
rendered. The Company charges its custsnbased on payment terms agreed upon in
specific agreements. When payments are made before or after the service is performed,
the Company recognizes the resulting contract asset or liability.

Revenue from customization contracts:

At contract inceptionthe Company identifies the customization work as a performance
obligation. Since the Company's performance creates or enhances an asset that the
customer controls as the asset is created or enhanced, the Company recognizes revenue
over time.

The Companyapplies a cosbased input method for measuring the progress of
performance obligations that are satisfied over time. The Company believes that the use
of this input method, according to which revenue is recognized based on the inputs
expended by the Compw for fulfilling its performance obligations, best reflects the
actual revenue earned. In applying this input method, the Company estimates the costs to
complete contract performance in order to determine the amount of the revenue to be
recognized. Thesestimated costs include the direct costs and the indirect costs that are
directly attributable to a contract based on a reasonable allocation method. Moreover, in
measuring the percentage of completion, the Company does not consider costs that do not
contibute to the progress in satisfying performance obligations, such as (costs of
uninstalled materials, etc.).

In certain circumstances, the Company is unable to measure the outcome of a contract,
but the Company expects to recover the costs incurredfillirfg the contract as of the
reporting date. In such circumstances, the Company recognizes revenue to the extent of
the costs incurred as of the reporting date until such time the outcome of the contract can
be reasonably measured.

If a loss is anticipted from a contract, the loss is recognized in full regardless of the
percentage of completion.

Contract balances:

The Company charges customers as the work progresses in accordance with the
contractual terms. Amounts billed are classified as tradgvauaes in the statement of
financial position. When revenues from performance of a contract are recognized in profit
or loss before the customer is charged, these amounts are recorded as contract
assets/income receivable.
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SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTI NG POLICIES (Cont.)

Amounts received from customers in advance of performance by the Company are
recorded as contract liabilities/deferred revenues from customers and recognized as
revenue in profit or loss when the work is performed.

m.  Earnings per share:

Earnings per share are calculated by dividing the net income attributable to equity holders
of the Company by the weighted number of Ordinary shares outstanding during the
period. Basic earnings per share only include shares that were actually ougsthmitig

the period. Potential Ordinary shares are only included in the computation of diluted
earnings per share when their conversion decreases earnings per share or increases loss
per share from continuing operations. Further, potential Ordinary shhatsare
converted during the period are included in diluted earnings per share only until the
conversion date and from that date in basic earnings per share. The Company's share of
earnings of investees is included based on the earnings per share ofdbids
multiplied by the number of shares held by the Company.

n. Provisions:

A provision in accordance with IAS 37 is recognized when the Company has a present
(legal or constructive) obligation as a result of a past event and it is probable that an
outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

If the effect is material, provisions are measured according to the estimated future cash
flows dscounted using a pitax interest rate that reflects the market assessments of the
time value of money and, where appropriate, those risks specific to the liability.

0. Employee benefits:

The Company's liability for severance pay pursuant to the Is&misrance Pay Law (for
those who elected not to be fully included under section 14 of the Severance Pay Law,
1963) is based on the last monthly salary of the employee multiplied by the number of
years of employment, as of the date of severance.

The costof providing severance pay is determined using an independent actuary.
Remeasurements, comprising of actuarial gains and losses, are recognized immediately in
the statement of financial position with a corresponding debit or credit to other
comprehensivencome in the period in which they occur. Remeasurements are not
reclassified to profit or loss in subsequent periods.

Pursuant to Section 14 of the Severance Pay Law, which covers 75% of most of the
employees' severance pay, monthly deposits with inseraompanies release the
Company from any future severance obligations in respect of those employees (defined
contribution). Deposits under Section 14 are recorded as an expense in the Company's
statements of comprehensive income.
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P.

Fair value of financial instruments:

The carrying amounts of cash and cash equivalents,-tanort deposits, sheterm
investments, trade receivables, restricted cash, other accounts receivable, trade payables
and other accoustpayable approximate their fair value due to the deom maturity

and high probability of repayment of such instruments.

Sharebased payment transactions:

The Company applies the provisions of IFRS 2, "Sigased Payment”. IFRS 2 requires

an expenséo be recognized where the Company buys goods or services in exchange for
shares or rights over shares ("eqtgigttled transactions”), or in exchange for other assets
equivalent in value to a given number of shares of rights over shares-¢attdstd
transactions”). The main impact of IFRS 2 on the Company is the expensing of
employees' and directors' share options (eegétiled transactions).

The Company's employees/other service providers are entitled to remuneration in the
form of equitysettled shrebased payment transactions.

The cost of equitgettled transactions with employees is measured at the fair value of the
equity instruments granted at grant date. The fair value is determined using an acceptable
option pricing model.

As for other serice providers, the cost of the transactions is measured at the fair value of
the goods or services received as consideration for equity instruments. In cases where the
fair value of the goods or services received as consideration of equity instrumeiats cann
be measured, they are measured by reference to the fair value of the equity instruments
granted

The cost of equitgettled transactions is recognized in profit or loss, together with a
corresponding increase in equity, during the period which thenpesthce and/or service
conditions are to be satisfied, ending on the date on which the relevant employees become
fully entitled to the award ("the vesting period").

The cumulative expense recognized for egséitled transactions at the end of each
repating period until the vesting date reflects the extent to which the vesting period has
expired and the Group's best estimate of the number of equity instruments that will
ultimately vest. The expense or income recognized in profit or loss represerttanige c
between the cumulative expense recognized at the end of the reporting period and the
cumulative expense recognized at the end of the previous reporting. period

No expense is recognized for awards that do not ultimately vest, except for awards where
vesting is conditional upon a market condition, which are treated as vesting irrespective
of whether the market condition is satisfied, provided that all other vesting conditions
(service and/or performance) are satisfied
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r. Finance income and expenses:

Finance income includes interest income on amounts invested, government grants and
exchange rate gains.

Finance expenses comprise interest expense on bank loan, government grants, fees and
exchange ratksses.

S. Taxes on income:

Current or deferred taxes are recognized in profit or loss, except to the extent that they
relate to items which are recognized in other comprehensive income or equity.

1. Current taxes:
The current tax liability is measureding the tax rates and tax laws that have been
enacted or substantively enacted by the reporting date as well as adjustments
required in connection with the tax liability in respect of previous years.

2. Deferred taxes:

Deferred taxes are computed inpgest of temporary differences between the
carrying amounts in the financial statements and the amounts attributed for tax
purposes.

Deferred taxes are measured at the tax rate that is expected to apply when the asset
is realized or the liability is setttl, based on tax laws that have been enacted or
substantively enacted by the reporting date.

Deferred tax assets are reviewed at each reporting date and reduced to the extent
that it is not probable that they will be utilized. Temporary differences for which
deferred tax assets had not been recognized are reviewed at each reporting date and
a resgctive deferred tax asset is recognized to the extent that their utilization is
probable.

Taxes that would apply in the event of the disposal of investments in investees
have not been taken into account in computing deferred taxes, as long as the
disposé of the investments in investees is not probable in the foreseeable future.
Also, deferred taxes that would apply in the event of distribution of earnings by
investees as dividends have not been taken into account in computing deferred
taxes, since the slribution of dividends does not involve an additional tax liability

or since it is the Company's policy not to initiate distribution of dividends from a
subsidiary that would trigger an additional tax liability.

Deferred taxes are offset if there is gdly enforceable right to offset a current tax
asset against a current tax liability and the deferred taxes relate to the same
taxpayer and the same taxation authority.

-41-



SIMIGON LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)

t. Significant accounting judgmentestimates and assumptions used in the preparation of
the financial statements.

In the process of applying the significant accounting policies, the Group has made the
following judgments which have a significant effect on the amounts recognized in the
financial statements:

1.  Judgments:
- Determining the fair value of shabased payment transactions:

The fair value of sharbased payment transactions is determined upon initial
recognition by an acceptable option pricing model. The inputs to the model
include share price and exercise price and judgments regarding expected
volatility, expected life of slre option and expected dividend yield.

2. Estimates and assumptions:

The preparation of the financial statements requires management to make estimates
and assumptions that have an effect on the application of the accounting policies
and on the reportedmounts of assets, liabilities, revenues and expenses. These
estimates and underlying assumptions are reviewed regularly. Changes in
accounting estimates are reported in the period of the change in estimate.

The key assumptions made in the financialesteents concerning uncertainties at
the end of the reporting period and the critical estimates computed by the Group
that may result in a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussedbel

- Chief Scientist grants:

Government grants received from the Office of the Chief Scientist at the
Ministry of Industry, Trade and Labor are recognized as a liability if future
economic benefits are expected from the research and development activity
that will result in royaltybeaing sales. There is uncertainty regarding the

estimated future cash flows and the estimated discount rate used to measure
the amount of the liability. As for the accounting treatment of grants
received from the OCS, see also Note 14.

- Deferred tax ass&t

Deferred tax assets are recognized for unused carryforward tax losses and
deductible temporary differences to the extent that it is probable that taxable
profit will be available against which the losses can be utilized.
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Significant management judgment is required to determine the amount of
deferred tax assets that can be recognized, based upon the timing and level
of future taxable profits, its source and the tax planning strategy.

NOTE 3:- SHORT-TERM INVESTMENTS

December 31,
2020 2019
U.S. dollars in thousands

Financial assets classified as held for trading at fair value
through profit or loss Mutual Funds *) 1,889 1,887

*) Shortterm investments in mutual funds ap®nsidered as highly liquid low risk
investments.

NOTE 4: - TRADE RECEIVABLES

December 31,
2020 2019
U.S. dollars in thousands

Trade receivables (1) 956 1,407

(1) Net of allowance for doubtful debts - 446

Trade receivableare norinterest bearing and are generally on 30 days' terms.
The aging analysis of trade receivables is as follows:

Past due but not impaired

Neither past
due nor <30 30-60 60- 90 >90
impaired days days day days Total
U.S. dollars in thousands

Year 2020 (before
allowance for doubtful

debts) 479 - 63 353 61 956
Allowance for doubtful

debts - - - -
Year 2020 (After

allowance for bad debt 479 - 63 353 61 956
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NOTE 5:-

The aging analysis of trade receivables is as follows:

Past due but not impaired

Neither past
due nor <30 30-60 60-90 > 90
impaired days days day days Total
U.S. dollars in thousands

Year 2019 (before

allowance for doubtful

debts) 653 548 23 - 629 1,853
Allowance for doubtful

debts - - - - (446) 446
Year 2019 (After
allowancefor bad debts 653 548 23 - 183 1,407

RESTRICTED CASH

a.

As part of the regulatory approval received for a $2 million contract with the Israeli Air
Force, on May 2, 2017 the Company issued a Radoce Bond deposit in a total
amount of $ 299 thousand to secure deliveries and recepayments from the
customer. On June 2018 the Performance Bond has been canceled and was replaced
with a Performance Bond issued in October 30, 2018 in a total anoduht521
thousand. The Performance Bond was held through a deposit bearing annual interest of
0.55% and its balance as of December 31, 2018 and December 31, 2019 amounted to $
521 thousand and$ 523 thousand, respectively.

On March 12, 2020, theerformance Bond has come to an end and expired.

On December 12, 2018 an additional Performance Bond was issued in a total amount of
$ 22 thousand to secure deliveries and receiyiagments from the customer. The
Performance Bond was held through a dédmsaring annual interest of 0.56% and its
balance as of December 31, 2018 amounted to $ 22 thousand.

On September 23, 2019 the Performance Bond has come to an end and expired.

As part of the regulatory approval received for a $1.1 million contractthétHsrael

Air Force, on September 20, 2018 the Company issued a Performance Bond deposit in a
total amount of $ 256 thousand to secure deliveries and recgigyments from the
customer. The Performance Bond was held through a deposit bearing atereat iof

0.48% and its balance as of December 31, 2018 amounted to $ 257 thousand.

On May 2, 2019 the Performance Bond has come to an end and expired.

To operate an ongoing business bank account, the Company is obligated to secure a
deposit in the amourof $15 thousand in favor of the bank.

As part of its premises lease agreement, the Company is obligated to secure a deposit in
the amount of £3 thousand in favor of the landlord.
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f. As part of the loan agreement dsaolbsed under Note 11, the Company is obligated to
secure a deposit in the amount dfZsthousand in favor of the bank.

NOTE 6:- PROPERTY, PLANT AND EQUIPMENT

Composition and movement:

Computers Office
and furniture
peripheral and Leasehold
equipment equipment  improvements Total
U.S. dollars in thousands

Cost:
Balance as of January2,0 1 9 781 216 97 1,094
Disposal during the year (5) - - (5)
Acquisitions during the year 84 3 1 88
Balance as of Decembgt, 2019 860 219 98 1,177
Sale during the year (63) - - (63)
Disposal during the year (7) - @)
Acquisitions during the year 10 1 11
Balance as of December 2,0 2 0 800 220 98 1,118
Accumulateddepreciation:
Balance as of January 1, 2019 757 195 76 1,028
Disposal during the year (5) - - (5)
Depreciation during the year 30 17 8 55
Balance as of Decembgt, 2019 782 212 84 1,078
Sale during the year (20) - - (20)
Disposal during the year (7) - (7)
Depreciation during the year 23 4 8 35
Balance as of Decembgi, 2020 788 216 92 1,096
Depreciated cost as of Decemi3dr, 2020 12 4 6 22
Depreciated cost as BecembeB1, 2019 78 7 14 99

NOTE 7:- RIGHT OF USE ASSETS AND LEASE LIABILITIES

Set out below, are the carrying amounts of the Group's-ofghise assets and lease liabilities
and the movements during the period:

Total ROU Lease
Facilities Vehicles assets liabilities
U.S. dollars in thousands

As of January 1, 2020 249 45 294 276
Additions and extensions 262 - 262 262
Depreciation (279) (23) (302) -
Payments (287)
Interest, currencgxchange rate a

Consumer Price Index 3 3 6 12
As of December 31, 2020 235 25 260 263
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Set out below, are the carrying amounts of the Group's-oighse assets and lease liabilities
and the movements during year 2019:

Total
ROU Lease
Facilities Vehicles assets liabilities

U.S. dollars in thousands

As of January 1, 2019 $ 48t $ - $ 48 $ 48t

Additions and extensior - 59 59 59
Depreciation (235 (29) (252 -
Payments - - - (287

Interest, currency
exchange rate and
Consumer Price Index Q) 5 2 20

As of December 3
2019 $ 24¢ $ 45 $ 297 $ 27¢

Information on leases:

a. Premises occupied by the Company are rented umdeous norcancelable lease
agreements. The latest rental agreement for the premises expires in September 2021 as
determined under a lease agreement signed on February 11, 2021.

b. The Company has leased various motor vehicles under cancelable opératag
agreements, which expire on various dates, the latest of which is in January 2022.

C. Premises occupied by the subsidiaries are rented underancelable lease agreements.
The latest rental agreement for the premises expires in March 2021 vidth topextend
the lease period for additional 12 months as determined under a lease agreement signed
on February 9, 2016 by SimiGon Inc.

The total depreciation expenses related to premises occupied by the Company for the year
ended December 31, 2020 amd the year ended December 31, 2019 were $184 thousand and
$178 thousand, respectively. The total interest expenses related to premises occupied by the
Company for the year ended December 31, 2020 and for the year ended December 31, 2019
were $2 thousanchd $11 thousand, respectively.

The total depreciation expenses related to premises occupied by the subsidiary (SimiGon Inc)
for the year ended Deceml®t, 2020 and for the year ended Decen3ier2019 were $95
thousand and $55 thousand, respectively. Tdotal interest expenses related to premises
occupied by the subsidiaries for the year ended Dece®ihe2019 and for the year ended
DecembeB3l, 2020 were $2 thousand and $6 thousand, respectively.
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NOTE 9:-

RIGHT OF USE ASSETS AND LEASE LIABILITIES ( Cont.)

The total depreciation expenses related to various motor vehicles by the Company for the year
ended December 31, 2020 and for the year ended December 31, 2019 were $23 thousand and
$20 thousand, respectively. The total interest related to variot® rehicles by the Company

for the year ended December 31, 2019 and for the year ended December 31, 2020 were $2
thousand and $1 thousand, respectively.

GOODWILL
Carrying amount as of
December 31,
2020 2019
U.S. dollars inthousands
Goodwill *) 1,068 1,068
Total 1,068 1,068

")

As the activities of Visual Training Solution Group ("VTSG") have been fully integrated
into those of the Company, the goodwill arising in the acquisition of VTSG is evaluated
for impairment purposes as part of the cash generating unit representing thangom

Based on an analysis performed by a third party, the fair value of the Company exceeded
the carrying amount of the Company's net assets (equity) as at December 31, 2020, and
therefore, the Companydés goodwill was not

OTHER ACCOUNTS PAYABLE AND ACCRUED EXPENSES

December 31,
2020 2019
U.S. dollars in thousands

Employees and payroll accruals 373 388
Accrued expenses 328 457
701 845
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a.

Postemployment benefits:

According to the labor laws and Severance Pay Law in Israel, the Company is required to
pay compensation to an employee upon dismissal or retirement or to make current
contributions in defined contribution plans pursuant to iBect4 to the Severance Pay
Law, as specified below.

The Company's liability is accounted for as a goaployment benefit. The computation

of the Company's employee benefit liability is made in accordance with a valid
employment contract based on the ptogee's salary and employment term which
establish the entitlement to receive the compensation.

Section 14 to the Severance Pay Law, 1963 applies to part of the compensation payments,
pursuant to which the fixed contributions paid by the Company inisige funds and/or
policies of insurance companies release the Company from any additional liability to
employees for whom said contributions were made. These contributions and contributions
for benefits represent defined contribution plans

Year ended Becember 31,
2020 2019 2018
U.S dollars in thousands

Expenses in respect of defined
contribution plans unde$ection 14 to
the Severance Pay Law, 1963 111 126 126

Amounts recognized in the statements of
comprehensive income arefatiows:

Current service cost 53 58 56
Interest cost 10 12 10
Exchange rate 25 26 (22)
Total expense included in profit or loss 88 96 44
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C. Changes in the preserdlue of defined benefit obligation:

Composition:

Year ended December 31,

2020 2019 2018

U.S dollars in thousands
Balance at January 1 362 287 289
Interest cost 10 12 10
Exchange rate 25 26 (23)
Current service cost 53 58 56
Benefits paid (29) (48) (29)
Remeasurement loss (gain) (52) 27 (16)
Balance at December 31 369 362 287

d.  The actuarial assumptions used are as follows:

Discount rate 2.64% 2.77% 4.05%

Future salaryncreases 3.56% 3.55% 3.57%

Average expected remaining working
years 7.35 7.42 7.42

Remeasurement gain (loss) in respect «
defined benefit plan (52) (27) 17
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a.

b.

Comprised as follows:

Linkage Interest rate as of
terms December 31, December 31,
2020 2019 2020 2019
U.S. dollars in thousands
From bank (c) Prime +1.59 3.45% - 248 -
Less- current
maturities 34 -

214 -

The aggregate annual maturities of the ltgrgn loan are as follows:

December 31,
2020 2019
U.S. dollars in thousands

First year (current maturities) 34 -
Second year 60 -
Third year 62 -
forth year 64 -
Fifth year 28 -
248 -
Due to the overall potent i al9 oi) mpaic tt heef COm

future revenues, profitability, liquidity and financial position of COVIB, on May 12,

2020, the Company signed a loan agreement for a tofdl$800 thousand with Bank

Mizrahi Ltd. following the announcement made by the State of lsefatle opening of
dedicated small business financial aid funds following the CQVI® cr i si s (t h
Agreement o) .

The following are the main terms of thedro Agreement as determined by the State of

Israel:

a. Pay off the Loan over up to 5 years.

b. Postpone principal payments for up to 12 months.

c. Full payment of interest by the State of Israel for the first year. Prime + 1.5% average
interest rate from the secogdar and onwards.

d. Up to 5% of liquid collateral.

e. Exemption from fees to Bank Mizrahi Ltd. or the State of Israel.
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a. Share issuance:

1. On September 12, 2011, the Board of Directors approved the implementation of a
share bonus plafithe Share Bonus Plan") for year 2011.

According to the Share Bonus Plan, the Bonus Compensation will be granted with
an equivalent value of Ordinary shares based on the quoted fair market price of the
shares as of September 12, 2011, which is equ@lOt6812 per Ordinary share
("the Bonus Shares")The Bonus Shares will vest upon receiving actual payment
from the customer under the relevant PO ("the Bonus Shares Vested Date").

The fair value, on date of grant equal t0.88 per Ordinary Share.

Based on full vesting as of December 31, 2011, the Company's senior management
and other employees are entitled to a total of 2,889,379 Ordinary Shares and a total
of 3,141,288 Options at an exercise price of NIS 0.01 per share of the Company,
which Ordinay Shares and Options were issued in 2012.

On April 12, 2012 the Company issued a total 2,055,838 Ordinary Shares and
3,141,288 Options at an exercise price of 0.01 NIS each ("Options") to its senior
management and other employees.

On October 11, 20123 total of 833,541 Ordinary Shares have been issued to
senior management and employees, including 516,921 Ordinary Shares to Mr. Ami
Vizer the Chief Executive Officer of the Company and also a Director of the
Company.

Further to the above, on April 30024 a total of 1,712,429 options were exercised
under the Company's Stock Option Plan by senior management into SimiGon's
Ordinary Shares at an exercise price of NIS 0.01 each. Out of the shares issued,
1,497,674 and 37,582 Ordinary Shares were issuebetdCompany's CEO and
CFO, who are also Directors of the Company; respectively.

On November 11, 2014 a total of 527,554 options were exercised under the
Company's Stock Option Plan into SimiGon's Ordinary Shares at an exercise price
of NIS 0.01 each by theéompany's CEO, who is also Director of the Company.

On April 27, 2015, a total of 600,270 options were exercised under the Company's
Stock Option Plan by the Company's CEO, Mr. Ami Vizer, who is also a Director
of the Company, into Ordinary shares aeasrcise price of NIS 0.01 each.

On September 27, 2016, a total of 301,035 options were exercised under the
Company's Stock Option Plan by the Company's CEO, Mr. Ami Vizer, who is also
a Director of the Company, into Ordinary shares at an exercisegirES 0.01

each.
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2.

On February 26, 2015, the Company's Board of directors approved the grant of an
annual bonus to key employees and Mxecutive Directors of $150 thousand in
recognition of their contribution to the Company's positive financial performance in
2014 and as gt of the Company's consistent approach to compensate its key
employees and NeBxecutive Directors (excluding the Company's CEO and
CFO). The bonus was to be granted in shares calculated based on the closing price
on the day of announcement of the Conypsfinancial results for 2014. The bonus
granted to the No#xecutive Directors was subject to the approval of the
Company's shareholders. A provision for this bonus was recorded in the 2014
annual financial statements.

Further to the above, on May 22015 the Company issued a total of 285,000
Ordinary shares to the key employees and-Ewacutive Directors

On September 27, 2016 the Company issued a total of 100,000 Ordinary shares to
the NonExecutive Directors, in respect of the above bonus.

On Jamary 21, 2015, a total of 3,194 options were exercised under the Company's
Stock Option Plan by a by a former employee at an average exercise price of $
0.19.

On April 16, 2015, a total of 25,000 options were exercised under the Company's
Stock Option Pla by a by a former employee at an average exercise price of $
0.12.

With respect to fiscal year 2016 and in accordance to the Company's Compensation
Policy Plan mentioned below, on April 16, 2016, the Company's Board of directors
approved the grant @nnual bonuses in the amount of up to $ 125 thousand and up
to NIS 125 thousand to Mr. Ami Vizer, the Company's Chief Executive Officer
who is also a Director of the Company and to Mr. Efraim Manea, a director of the
Company and its CFO; respectively. Tdmanted bonuses are subject to revenues,
net profit and share price criteria and milestones.

On April 6, 2017 the Company's board of directors approved that the bonuses were
to be granted in Ordinary Shares of the Company calculated based on the closing
price on the day of announcement of the Company's financial results for 2016

instead of being payable in cash. The grant of bonuses in Ordinary Shares of the
Company will also be subject to the approval of the Company's shareholders. A

provision for this baus was recorded in the 2016 annual financial statements.

On September 8, 2017 the Company's shareholders approved the conversion of the
2016 annual cash bonuses approved by the Company's Board of Directors on April
14, 2016 in accordance with the ComparCompensation Policy Plan to Mr. Ami

Vizer the Company's Chief Executive Officer and an executive director in a total
amount of GBP £21,934 and to Mr. Efi Manea the Company's Chief Financial
Officer and an executive director in a total amount of GBR63, into the
allotment of 125,338 and 32,564 Ordinary Shares of 0.01 par value of the
Company, respectively, such shares to be issued under the Company's Employees'
Share Option Plans.
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As of the date of the approval of the firtéal statements, the shares have not been
issued yet.

6. On March 14, 2019, a total of 5,000 options were exercised under the Company's
Stock Option Plan by a by a former employee at an average exercise price of $
0.12.

b.  Composition of share capital:

December 31,

2020, 2019 December 31,
and 2018 2020 2019 2018
Authorized Issued and outstanding

Number of shares

Ordinary shares of
NIS 0.01 par value eac 100,000,000 50,863,618 (* 50,858,618 (*) 51,394,189

(*)  Net of 535,57rdinary shares held in treasury.
C. Stock option plan:

In August 2000, the Company's Board of Directors authorized an incentive share option
plan (“the Option Plan") and has since granted options to purchase Ordinary shares to
employees and consultants$nder the Option Plan, options generally vest ratably over a
period of four years, commencing with the date of grant.

The exercise price of the options granted under the Option Plan may not be less than the
par value of the shares. The options genertlyire no later than 10 years from the date

of the grant, and are ndaransferable, except under the laws of succession. On November
2, 2010, the Company decided to increase its Option Plan reserves by 8,000,000 options
to accumulate a total of 17,500,00% of December 31, 2018, an aggregate of 2,463,829
Ordinary shares of the Company are still available for future grant.

On April 14, 2016 the Board of Directors approved a total grant of 40,000 options to
purchase Ordinary shares of the Company to Somi€&semployees. Such options were
granted in accordance with the Company's Employees' Stock Option Plan and will vest
quarterly over a period of 4 years commencing from the grant date at an exercise price of
$ 0.24.0ut of the total approval, the Compamagted a total of 35,000 options.

On September 21, 2017 the Board of Directors approved a total grant of 170,000 options
to purchase Ordinary shares of the Company to SimiGon's employees. Such options were
granted in accordance with the Company's EmplglyBtock Option Plan and will vest
quarterly over a period of 4 years commencing from the grant date at an exercise price of
$ 0.236.
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On July 7, 2020 the Board of Directors approved a total grant of 100,000 options to
purchag Ordinary shares of the Company to Mr. Jack Sarnicki the Chief Operating

Of ficer of SimiGon 1| nc. The issuance of O
Compensation Policy. Such options were granted subject to the terms and conditions
applicable tot he Companydéds 2016 U. S. Share Optioc
applicable Option Agreement. According to the option agreement, a total of 25% of the
Option will be vested after 12 months of continuous service and the balance will be
vested in equal onthly installments over the next 36 months of continuous service. In

the event of M&A transaction or sales of the Company, the remaining unvested Option

will become fully vested.

On November 24, 2013, the Company's Board of directors approvedttresion of the

Israeli Share and Option Plan for 2003 for additional 10 years under the same terms and
conditions.Further to the termination of the US Stock Option Plan from December 2006
(USOP 2006), on November 23, 2016 (followed by a shareholdepo\ah), the
Company's Board of directors approved the adoption of a new US Share and Option Plan
(USOP) which will be based on the same terms and conditions of USOP 2006. The new
USOP is subject to the approval of the Company's shareholders.

The fair vale of share options is measured at the grant date using the Rlhcles
option pricing model taking into account the terms and conditions upon which the options
were granted. The following are the inputs to the model used for the years ended
December 312020: riskfree interest rate ranging from 0.65%; a dividend yield of 3%;
expected volatility of 80%; and a weighted average expected life of the options of 9.52
years. The weighted average fair values of the options granted in 2020, were $0.081.

A summay of the activity in options to employees, consultants, and directors (including
the senior management, see d. below) for the years 2020, 2019 and 2018 is as follows:

Year ended
December 31,
2020 2019 2018
Weighted Weighted Weighted
Number average Number average average
of exercise of exercise Number exercise
options price options price of options price
Outstanding at
beginning of year 639,333 $ 0.281 784,333 $ 0.247 824,333 $ 0.265
Granted 100,000 $ 0.081 - - - -
Exercised - - (5,000, $ 0 - -
Expired (33,333) $ 0.129 (110,000 $ 0.075 (40,000) $ 0.605
Forfeited (104,000) $ 0.261 (30,000 $ 0.181 - -
Outstanding at end ¢
year 602,000 $ 0.260 639,333 $ 0.281 784,333 $ 0.247
Exercisable options 489,707 $ 0.285 505,165 $ 0.292 618,497 $ 0.250
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The options outstanding as of December 31, 2020, have been separated into ranges of
exercise pce as follows:

Options Weighted Options
outstanding average exercisable
as of remaining as of
December 31, contractual December 31,
Exercise price 2020 life (years) 2020
$0.002- $0.25 325,000 4.54 217,707
$0.335-$1.2 277,000 3.03 272,000
602,000 489,707

d. Options to the CEO and senior employees:

Further to Note 11al, (a) on April 12, 2012, the Company issued 2,926,533 and 182,541
Options to Mr. Ami Vizer, the Company's Chief Execut@#icer who is also a Director

of the Company, and to senior management, respectii®lyn December 20, 2012 the
Annual General meeting of the Company's approved the grant of 37,582 options to
purchase Ordinary Shares to Mr. Efraim Manea, a directdreoCompany and its CFO

and (c) as of December 31, 2014 and 2013, the Company recordedbasbede
compensation expenses in a total af6Sthousand and @& thousand in respect to the
CEO, respectively.

On April 30, 2014 a total of 1,497,674 and 182,%3dtions have been exercised into
Ordinary Shares of the Company by Mr. Ami Vizer and to senior management,
respectively;

On November 11, 2014 a total of 527,554 Options have been exercised into Ordinary
Shares of the Company by Mr. Ami Vizer.

On April 27, 2015, a total of 600,270 Options have been exercised into Ordinary Shares
of the Company by Mr. Ami Vizer.

On September 27, 2016, a total of 301,035 Options have been exercised into Ordinary
Shares of the Company by Mr. Ami Vizer.
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e.

Shares to the CEO and senior employees:

Further to Note 11al, (a) on April 12, 2012 the Company issued a total 1,972,233 and
66,291 Ordinary Shares to Mr. Ami Vizer the Company's Chief Executive Officer who is
also a Director of the Company and to senior management, respectively; (b) On October
11, 2012, a total of 516,921 and 309,711 Ordinary Shares each have been issued, to Mr.
Ami Vizer and to senior management, respectively; (¢) On April 30, 2014 a total of
1,497,674 and 214,755 Ordinary Shares have been issued, to Mr. Ami Vizer andrto senio
management, respectively; (d) On November 11, 2014 a total of 527,554 Ordinary Shares
have been issued, to Mr. Ami Vizer (e) (f) On April 27, 2015, a total of 600,270 Ordinary
Shares have been issued, to Mr. Ami Vizer and (h) On September 27, 2018, & tot
301,035 Ordinary Shares have been issued, to Mr. Ami Vizer.

For the year ended December 31, 2015, the Company recordedbabadecompensation
expenses in a total of2B thousand, in respect to the shares granted to the CEO.

Shares buybackrBgram:

On September 8, 2017, the Company's shareholders approved that the Company be
generally and unconditionally authorized to make one or more irrevocable, non
discretionary market purchases of its own ordinary shares of 0.01 NIS each in the capital
of the Company ("Ordinary Shares") (the "Repurchase Programme").

All purchases will be made by way of -omarket purchases for the purposes of the rules
of the London Stock Exchange through a certified broker, in accordance with the
authority conferred byhe Articles, the AIM Rules for Companies, this General Meeting
and all other applicable rules and regulations, and will be made subject to the following
limitations:

1. the absolute maximum value of Ordinary Shares acquired pursuant to the
Repurchase Programme shall not, in aggregate, exceed GBP £800,000;

2. there will be no minimum price which may be paid for an Ordinary Share;

3.  the maximum price which may be paid for an Ordinary Share is 110 percent of the
average of the middle market quotations for an Ordinary Share (as derived from the
Daily Official List) for the 5 business days immediately preceding the day on
which the Ordiary Share is contracted to be purchased,

4.  the minimum and maximum prices per Ordinary Share referred to in sub
paragraphs (i) and (iii) of this resolution are in each case exclusive of any
expenses payable by the Company;

5. any Ordinary Shares purased under the Repurchase Programme will be held in

treasury and will be notified to a Regulatory Information Service in accordance
with the AIM Rules for Companies; and
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6. the authority conferred by this resolution shall expat the end of the General
Meeting in 2018.

A summary of t he @Gumugpf fanmCamlsd (apting as theaGoinpamy's
broker) of its Ordinary Shares for 2019 is as follows:

total
number of

Ordinary

Number of Price per Purchase Shares
Ordinary Ordinary amount outstanding

Shares Share of (@in after the
Date Repurchased 0.01 NIS thousand) Repurchase
March 2, 2018 225,000 $0.212 47 51,169,189
June 6, 2018 30,000 $0.229 6 51,139,189
August 17, 2018 100,000 $0.203 18 51,039,189
September 7, 2018 117,000 $0.212 21 50,922,189
October 10, 2018 63,571 $0.212 13 50,858,618

535,571 105

The Repurchased shares, along with any other Ordinary Shares purchased by the
Company pursuant to the Programme, will be held in treasury.
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a.

Tax benefits under the Law for the Encouragement of Capital Investments, 1959:

The Company has been granted an "Approved Enterprise" status for an original program
and an additional expansion program, ("the programs") under the Law for the
Encouragement of Capital Investments, 1959 ("the Law"). According to the provisions of
the Law, tle Company has elected to enjoy the "alternative benefits trackiaiver of
grants in return for tax benefits.

The "Approved Enterprise" status will allow the Company a tax benefit on undistributed
income derived from the "Approved Enterprise" program.

The income derived from this "Approved Enterprise” will be-éaempt for a period of

two years, and may enjoy a reduced tax rate of 10% to 25% (based on percentage of
foreign ownership) for an additional five years. The sexear period of benefits Wi
commence with the first year in which the Company earns taxable income.

The Company completed the implementation of its programs.

The entitlement to the above benefits is conditional upon the Company's fulfilling the
conditions stipulated by thebove Law, regulations published thereunder and the letters
of approval for the specific investments in "Approved Enterprises”. In the event of failure
to comply with these conditions, the benefits may be canceled and the Company may be
required to refundhe amount of the benefits, in whole or in part, including interest.

Should the Company derive income from sources other than the "Approved Enterprise"
during the period of benefits, such income shall be taxable at the regular corporate tax
rate.

If tax-exempt profitderived from "Approved Enterpriseite distributed to shareholders,

they would be taxed at the corporate tax rate applicable to such profits as if the Company
had not elected the alternative system of benefits, currently betweet2500%or an
"Approved Enterprise". An amendment to the Law, which became effective in 2005 ("the
Amendment") changed certain provisions of the Law. The change in the tax rate will have
immaterial effects on the Company.

As a result of the Amendment, a companynis longer obliged to implement an
"Approved Enterprise” status in order to receive the tax benefits previously available
under the alternative benefits provisions, and therefore there is no need to apply to the
Investment Center for this purpose (ApproVecterprise status remains mandatory for
companies seeking grants).

Rather, a company may claim the tax benefits offered by the Investment Law directly in
its tax returns, provided that its facilities meet the criteria for tax benefits set out by the
Amendment. A company is also granted a right to approach the Israeli Tax Authorities for
a preruling regarding their eligibility for benefits under the Amendment.
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Tax benefits are available under the Amendment to pramuédicilities (or other eligible
facilities), which are generally required to derive more than 25% of the company's
business income from export. In order to receive the tax benefits, the Amendment states
that a company must make an investment in the Hedefnterprise exceeding a
minimum amount specified in the Law. Such investment may be made over a period of
no more than three years ending at the end of the year in which the company requested to
have the tax benefits apply to the beneficiary enterglise Year of Election").

Where a company requests to have the tax benefits apply to an expansion of existing
facilities, then only the expansion will be considered a benefited entegtsehe
company's effective tax rate will be the result of a wieidltombination of the applicable
rates. In this case, the minimum investment required in order to qualify as a benefited
enterprises required to exceed a certain percentage of the company's production assets
before the expansion.

The duration of tax énefits is subject to a limitation of the earlier of 7 years from the
Commencement Year, or 12 years from the first day of the Year of Election.

Amendments to the Law for the Encouragement of Capital Investments, 1959:

In December 2010, the "Knesset" (Israeli Parliament) passed the Law for Economic
Policy for 2011 and 2012 (Amended Legislation), 2011 ("the Amendment"), which
prescribes, among others, amendments in the Law for the Encouragement of Capital
Investments, 19 ("the Law"). The Amendment became effective as of Jariy&2911.

According to the Amendment, the benefit tracks in the Law were modified and a flat tax
rate applies to the Company's entire preferred income. Commencing from the 2011 tax
year, the Comgny will be able to opt to apply (the waiver is regourse) the
Amendment and from the elected tax year and onwards, it will be subject to the amended
tax rates that are: 2011 and 20115% (in development area-AL0%), 2013 12.5% (in
development age A - 7%) and in 2014 and thereafted6% (in development area A

9%).

b. Measurement of results for tax purposes under the Income Tax (Inflationary Adjustments)
Law, 1985:

Results for tax purposes are measured in terms of earnings imftBiiScertain
adjustments for increases in the Israeli Consumer Price Index ("CPI"). As explained in
Note 2b, the financial statements are presented in U.S. dollars.

The difference between the annual change in the Israeli CPI and in the NIS/dollar

exchange rate causa difference between taxable income or loss and the income or loss
before taxes reflected in the financial statements.
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C. Carryforward losses:
Domestic:

As of December 31, 2020, 2019 and 2018, the Companyabagimulated losses for
Israeli tax purposes of approximately $5.3 million4.$ million and .6 million,
respectively, which may be carried forward, in order to offset taxable income in the
future, for an indefinite period (See Note f below).

Foreign:

As of December 31, 2020, 2019 and 2018, the federal tax loss carryforwards of the U.S.
subsidiaries amounted to approximately $4.6 million, $ 4.1 milliod,3$million,
respectively. Such losses are available for offset against future U.S. taxable aidbme
subsidiaries and will expire in the years 20228.

As of December 31, 2018 and 2017, the tax loss carryforwards of the Singaporean
subsidiary amounted to approximatel\8% thousand and &L thousand, respectively,
which may be carried forwardp order to offset taxable income in the future, for an
indefinite period. As of December 31, 2019, the Singaporean subsidiary did not have tax
loss carryforwards, as it waéssolved on November 1, 2019.

As of December 31, 2018 and 2017, the tax lossyfmaward of the Colombian
subsidiary amounted to approximately $ 35 thousand and $ 38 thousand, respectively,
which may be carried forward, in order to offset taxable income in the future, for an
indefinite period. As of December 31, 2019, the Colombidrsisliary did not have tax

loss carryforwards, as it waéssolved on November 5, 2019

As of December 31, 2018, no deferred tax assets have been recorded in respect of
carryforward operating losses due the uncertainty as to their realization.

d. Taxrates applicable to the income of the Company and its subsidiaries:
Domestic:
The Israeli corporate income tax rate was 24% in 2017, 23% in 2018 and 23% in 2019.
In January 2016, the Law for Amending the Income Tax Ordinance (No. 216) (Reduction
of Corporate Tax Rate), 2016 was approved, which includes a reduction of the corporate
tax rate from 26.5% to 25%, effective from January 1, 2016.
In December 2016, the Israeli Parliament approved the Economic Efficiency Law
(Legislative Amendments for Applyinthe Economic Policy for the 2017 and 2018

Budget Years), 2016 which reduces the corporate income tax rate to 24% (instead of
25%) effective from January 1, 2017 and to 23% effective from January 1, 2018.
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A company igaxable on its real capital gains at the corporate income tax rate in the year
of sale.

Foreign:

The U.S. subsidiaries were incorporated in Orlando, Florida, U.S.A., and are taxed
according to U.S. tax laws. The statutory federal tax rate is 35%.

e. Tax assessments:

The Company's tax assessments in Israel for the years until and including 2014 are
considered final, subject to the powers vested with the director of the Tax Authority
pursuant to sections 145, 147 and 152 to the Income Tax Ordinance.

f. Tax reconciliation:

In 2020 and 2019, the main reconciling item between the tax benefit assuming loss before
taxes was taxed at the statutory tax rate of the Company, and the tax expense recorded in
profit or loss is carryforward tax losses for which deferred taxes were provided. In

2018 the main reconciling item is the derecognition of prior years' deferred tax benefits
due to the uncertainty as to their realization.

NOTE 14:- OTHER LIABILITIES, COMMITMENTS AND CONTINGENCIES

a. Royaltycommitments:

1. In June 2001, the Company and a third party signed a Cooperation and Project
Funding Agreement with Britech, which is an establishment of the United
Kingdomtisrael Industrial Research and Development Fukctording to the
agreementBritech agreed to fund, by conditional grant, the implementation of the
proposal submitted by the Company and the third party for a research and
development project in the maximum amount @& thousand.

The Company shall make repayments to Britechedbas gross sales derived from

the sale, leasing or other marketing or commercial exploitation of the innovation,
including service or maintenance contracts, commencing with the first commercial
transaction. Such payments shall be repaid in Pounds Statlihg rate of 2.5% of

the first year's gross sales and, in succeeding years, at the rate of 5% of the gross
sales until 1009450% of the conditional grant and other sums have been repaid
(incremental 50% based upon agreed milestone which was not é)lfille

The Company received a total amount &2& thousand, of which #0 thousand
and $174 thousand were deducted from the research and development expenses in
2001 and 2003, respectively.
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Although the development of technology had been completed by the third party
and the Company, the Company has never received the third party's portion of the
developed technology upon completion of the project although it requested it from
both the third party and Britech.

Therefore, since the Company cannot utilize the developed technology without the
essential portion developed by the third party, the Company has not paid any
royalties to Britech and the Company's management believes thdt rotvbe
required to pay royalties in the future for the abovementioned project. In addition,
the Company did not submit any patent applications in connection with the Britech
grant.

2.  On September 1, 2009, the Company and a third party signed a Cooperation and
Project Funding Agreement with KORIL ("the Agreement"), which is an
establishment of the Kordarael Industrial Research and Development Fund.
According to the agreement, KORIlg@ed to fund, by conditional grant, the
implementation of the proposal submitted by the Company ("the proposal”) and the
third party for a research and development project in the maximum amount of
$ 273 thousand.

As of December 31, 2020, the Compangeiged a total amount of 364 thousand.

The Company shall make repayments to KORIL, based on gross sales derived from
the gross invoiced sales value of the products, processes, inventions, technology,
discoveries, improvements, modifications, methods$twswe, specifications, or

any form of technical information developed or arising from the proposal (gross
sales). Such payments shall be repaid in U.S. dollars at the rate of 2.5% of the first
year's gross sales until 100% of the conditional grant argl stims have been
repaid.

The total norcurrent liability for the years ended December 31, 2020 and 2019
was $197 thousand and 26 thousand, respectively.

3. On September 16, 2010, the Company signed a Project Funding Agreement ("the
Agreement") withthe Israeli Chief Scientist ("the OCS"). According to the
Agreement, the OCS agreed to fund, by conditional grant, the implementation of
the proposal submitted by the Company for a research and development project in
the maximum amount of 365 thousand.

On March 29, 2011, the Company signhed on a supplement to the Agreement ("the
Supplement”). According to the Supplement, the OCS agreed to fund, by
conditional grant, the implementation of the proposal submitted by the Company
for a research and developrheontinued project in the maximum amount &4
thousand.

As of December 31, 2020, the Company received total amour tf $housand.
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The Company shall make repayments to the (i2Sed on gross sales derived
from the gross invoiced sales value of the products, processes, inventions,
technology, discoveries, improvements, modifications, methods, software,
specifications, or any form of technical information developed or arisimg fhe
proposals (gross sales). Such payments shall be repaid in NIS at the rate of 3% of
the first year's gross sales until 100% of the conditional grant and other sums have
been repaid.

The total norcurrent liability for the years ended December 31,0288d 2019
was $ 408 thousand andi86 thousand, respectively.

4.  On April 7, 2011, the Company and a third party signed a Cooperation and Project
Funding Agreement with the OCS, which is an establishment of the Hateel
Industrial Research and Delepment Fund. According to the agreement, the OCS
agreed to fund, by conditional grant, the implementation of the proposal submitted
by the Company ("the proposal’) and the third party for a research and
development project in the maximum amount &fldhousand.

As of December 31, 2020, the Company received a total amourdsoft®usand.

The Company shall make repayments to the OCS, based on gross sales derived
from the gross invoiced sales value of the products, processes, inventions,
technology, disoveries, improvements, modifications, methods, software,
specifications, or any form of technical information developed or arising from the
proposal (gross sales).

Such payments shall be repaid in NIS at the rate of 3% of the first year's gross sales
until 100% of the conditional grant and other sums have been repaid.

The total norcurrent liability for the year ended December 31, 2020 and 2019 was
$ 66thousand and 66 thousand, respectively.

5.  On November 24, 2015, the Company and a third partyediga Cooperation and
Project Funding Agreement with the OCS, which is an establishment of the-Italian
Israel Industrial Research and Development Fund. According to the agreement, the
OCS agreed to fund, by conditional grant, the implementation of theogabp
submitted by the Company ("the proposal”) and the third party for a research and
development project in the maximum amount é62%housand.

The Company shall make repayments to the OCS, based on gross sales derived
from the gross invoiced sales wal of the products, processes, inventions,
technology, discoveries, improvements, modifications, methods, software,
specifications, or any form of technical information developed or arising from the
proposal (gross sales). Such payments shall be repaltsimt the rate of 3% of

the first year's gross sales until 100% of the conditional grant and other sums have
been repaid.
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As of December 31, 2020, the Company received a total amo@ri7othousand.

The total norcurrent liability for the year ended December 31, 2020 and 2019 was
$ 37 thousand and $ 40 thousand, respectively.

OCS liabilities (including current liabilities):

Year ended
December 31,
2020 2019
U.S. dollars inthousands

Balance as of the beginning of the year 740 754

Paid during the year - Q)

Interest and time value (5) (13)

Balance as of the year end 735 740
b. Litigation:

On January 13, 2020 D.D Goldstein Real Estates and Investrtentwhich to the
Company's knowledge acquired 1,500,000 shares in the Company during 2019, has filed
two legal actions in the Tel Aviv District Courta petition for leave to file a monetary
claim concerning salaries on behalf of the Company and @andor prerogative relief
concerning resolutions approved at the Company's annual general meeting held on
December 30, 2019 regarding the appointment of directors and the determination of their
compensation (the @ACI ai ms on)each df theeproGedingsa n y
According to the court's decision, the petition for leave to file a monetary claim will
resume after a judgment in the action for prerogative relief will be given

On December 16, 2020, the trial took place in the aimosetion@ action for prerogative

relief and on February 9, 2021 closing arguments were heard. The parties are now
awaiting the judgment in the action for prerogative relief, after which the petition for
leave to file a monetary claim will be resumed

Upon review of the Claims and as of the date of the approval of the Financial Statements,
the Companyds | egal consultants believe t
Company will be required to incur financial obligations. Based on the Caorspan
management's assessments, no provision for the Claims has been recorded in the
consolidated financial statements.
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Year ended
December 31,

2020 2019 2018

U.S. dollars in thousands

a. Cost of revenues:

Salaries and related benefits 812 790 581
Lease and office maintenance 54 48 71
Travel expenses 44 74 111
Depreciation and amortization 76 74 12
Sharebased compensation *) - *) - 1
Subcontractors 410 811 194

1,396 1,797 973

b. Research and development expenses

Salaries and related benefits 1,688 1,982 2,092
Lease and office maintenance 59 59 246
Depreciatiorand amortization 147 184 21
Sharebased compensation *) - 2 4
Government grants (45) (52) (28)

1,849 2,175 2,335

C. Selling and marketing expenses:

Salaries and related benefits 937 1,024 852
Lease anaffice maintenance 26 22 47
Advertising and sales promotion 17 42 45
Travel expenses 21 51 66
Depreciation and amortization 38 32 7
Sharebased compensation 1 1 2
Commission and Consultant fees - 15 -

1,040 1,187 1,019

d.  General and administrative expenses

Salaries and related benefits 593 655 666
Lease and office maintenance 21 16 33
Travel expenses 18 37 13

Professional fees and public compan
expenses 400 419 284
Depreciation and amortization 29 23 5
Doubtful debt provision - - 446
Other 1 31 15
1,063 1,171 1,462

*) Represents an amount lower than $ 1 thousand.
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Year ended
December 31,

2020 2019 2018

U.S. dollars in thousands

e. Finance income:

Exchange rate differences 95 66 128
Interest income from banks and short
term investments 73 149 6
168 215 134
f. Finance cost:
Exchange rate differences 172 121 108
Government grants 46 56 32
Right of use assets 2 18 -
Bank loans and fees 6 20 17
226 215 157

NOTE 16:- REVENUES

The Companynanages its business on the basis of one reportable segment.

a. Revenues:

Year ended
December 31,
2020 2019 2018
U.S. dollars in thousands
Software licenses 1,208 1,981 2,975
Customization 1,000 2,111 1,300
RecurringMaintenance & Support 1,013 790 656
Training - - 98
3,221 4,882 5,029
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