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Employee Stock Option Valuation Toolkit 1.1
(Demo version)

JOHNATHAN MUN
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https://www.amazon.com/Valuing-Employee-Stock-Options-Johnathan/dp/0471705128/ref=asap_bc?ie=UTF8
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any dividends.” However. in reality. most ESOs are American-type® options with dividends. where the option holder can
execute the option at any time up to and including the maturity date while the underlying stock pays dividends. In
addition, under real-world conditions, ESOs have a time to vesting before the employee can execute the option, which
may also be contingent upon the firm and/or the individual employee attaining a specific performance level (e.g..
profitability. growth rate, or stock price hitting a minimum barrier before the options become live), and subject to
forfeitures when the employee leaves the firm or is terminated prematurely before reaching the vested period. In
addition, certain options follow a franching or graduated scale, where a certain percentage of the stock option grants
become exercisable every year.” Also. employees exhibit erratic exercise behavior where the option will be executed
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Further, if the employee i1s terminated or decides to leave voluntarily during this vesting period, the option
grant will be forfeited and presumed worthless. In contrast, after the options have been vested., employees tend to
exhibit erratic exercise behavior where an option will be exercised only if it breaches the suboptimal exercise behavior
multiple.” However. the options that have vested must be exercised within a short period if the employee leaves
voluntarily or is terminated. regardless of the suboptimal behavior threshold—that is, if forfeiture occurs (measured by
the historical option forfeiture rates as well as employee turnover rates). Finally, if the option expiration date has been
reached, the option will be exercised if it is in-the-money. and expire worthless if it is at-the-money or out-of-the-

money.
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" These could be cliff vesting (:thg options are all void if the employee leaves or is ‘terminated before this cliff vesting period) o

graded monthly/quarterly/annually vesting (a certain proportion of the options vest after a specified period of employment service t
the firm).

Vesting

All ESOs granted by the firm vest in two different tranches: 1 month and 6 months. The former are options granted over
a period of 48 months, where each month. 1/48 of the options vest, until the 4th year when all options are fully vested.
The latter 1s a cliff-vesting grant, where if the employee leaves within the first six months, the entire option grant is
forfeited. After the six months. each additional month vests 1/42 additional portions of the options. Consequently, 1-
month (1/12 years) and 6-month (1/2 years) vesting are used as mputs in the analysis. The results of the analysis are
simply the valuation of the options. To obtain the actual expenses. each 48-month vesting option is divided into 48
minigrants and expensed over the vesting period.
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options are forfeited."
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Executive Stock Options 1

e

e The options often last for ten years or even longer
and there is a vesting period of up to five years.

The options cannot be exercised during the
vesting period, but can be exercised any time
after the vesting period ends.

If the employee leaves the company during the
vesting period the options are forfeited.

If the employee leaves the company after the end
of the vesting period, in-the-money option are
exercised immediately while out-of-the money

options are forfeited.
Options, Futures, and Other Denvatives T Edition, Copyright © John C. Hull 2004
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LTD.
(the “Company™)

NOTICE OF GRANT

The undersigned (the “Optionee™) is hereby granted Options to purchase Ordinary Shares of the
Company (the “Options™ and the “Shares”, respectively) in accordance with the Company’s 2011
Share Option Plan (the “Plan”) and terms set forth herein. Any capitalized term not specifically
defined in this Notice of Grant shall have the meaning assigned to it in the Plan.

Name of thé Optionee:
Address:

Date bf‘(}ra11t: ' 17-Apr-13

| Designation: Section 102 Capital Gains Track

' Total Number of Options Granted: f 40,000

| Vesting Commencement Date: 1-Jan-13

Vesting Schedule: 25% of the Option shall vest on 1-Jan-14 and 6.25% of
the Option shall vest at the end of every three months |
| thereafter. ‘

' Exercise Price (Per Share): 1 $0.24 |

Term/Expiration Date: 10 years from date of grant
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LTD.
2011 SHARE OPTION PLAN
Amended and Restated — April 2013

Purpose of the Plan. The purpose of this Share Option Plan, as amended and restated as of April
2013, and as may be amended from time to time ( the “Plan”) 1s to advance the interests of

Ltd. (the “Company”) and its shareholders by attracting and retaining the best
available personnel for positions of substantial responsibility, providing additional incentive to
employees, officers, directors, advisors and consultants and promoting a close identity of interests
between those individuals and the Company (including its Affiliates (as defined below)).

Definitions. As used herein, the following definitions shall apply:

2.1, “Administrator” means the Board or any of its Commuittees administrating this Plan, in
accordance with Section 3 hereof.

2.2.  “Affiliate” means (1) any entity controlling, controlled by or under common control with the
Company; or (11) any “employing company” within the meaning of Section 102(a) of the
Ordinance.

“Applicable Law” means all laws applicable to the grant of Options pursuant to this Plan,
mcluding but not limited to the requirements under tax laws, social security laws, security
laws, companies laws, any stock exchange or quotation system on which the Shares are
listed or quoted, the applicable law in the country or jurisdiction of any such system, and the
applicable law of any other country or jurisdiction where Options are granted under the Plan.

“Board” means the Board of Directors of the Company.
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13. Termination of Engagement.

13.1. In the event of termination of an Optionee's employment with the Company or any Affiliate,
or if applicable, the termination of services given to the Company or any Affiliate, all
Options granted to the Optionee, which are vested and exercisable at the time of such
termination, may, unless earlier terminated in accordance with the Notice of Grant or Section
11 above, be exercised within three (3) months after the date of such termination (or such
different period as the Administrator shall prescribe, but in no event later than the expiration
of the term of such Option as set forth in the Notice of Grant or Section 11 above). Effective
on the date that is three (3) months from the date of termination, the unvested Options shall
terminate and the Shares covered by the unvested Options shall revert to the Plan. If the
vested Options are not so exercised within the time specified herein, the vested Options shall
terminate and the Shares covered by such vested Options shall revert to the Plan.

In the event of termination of Optionee's employment with the Company or any Affiliate, or
if applicable, the termination of services given to the Company or any Affiliate by a Non
Employee of the Company or any Affiliate, by reason of death or permanent disability, the
Options which are vested and exercisable at the time of such termination may be exercised
by the Optionee, the Optionee's legal guardian, the Optionee’s estate or a person who
acquures the right to exercise the Option by bequest or inheritance, as the case may be, within
twelve (12) months after termination (but in no event later than the expiration of the term of
such Option as set forth in the Notice of Grant or Section 11 above). If, on the date of death
or permanent disability, the Options granted to the Optionee are not vested in full, the
unvested Options shall terminate and the Shares covered by the unvested Options shall revert
to the Plan. If the vested Options are not so exercised within the time specified herein, the

vested Options shall terminate, and the Shares covered by such vested Options shall revert to
the Plan.
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Notwithstanding anything set forth in Sections 13.1 and 13.2 above, in the event of
termination of an Optionee's employment with the Company or with any Affiliate, or if
applicable, the termination of services given to the Company or any Affiliate by a Non
Employee of the Company or any Affiliate for Cause (as defined hereunder), all outstanding
Options granted to such Optionee (whether vested or not) shall, to the extent not theretofore
exercised, terminate on the date of such termination, unless otherwise determined by the
Administrator, and the Shares covered by such Options (whether vested or not) shall revert
to the Plan.

For purposes of this Section, termination for “Cause” shall mean any of the following: (a) a
serious breach of trust by the Optionee, including but not limited to theft, embezzlement,
self-dealing, prohibited disclosure to unauthorized persons or entities of confidential or
proprietary information of or relating to the Company or its affiliates and the engaging by the
Optionee 1n any prohibited business competitive to the business of the Company; (b) any
willful failure to perform or willful failure to perform competently any of the Optionee’s
fundamental functions or duties pursuant to the agreement by which he or she is engaged
with the Company or an Affiliate, (c) a material breach of the agreement by which the
Optionee 1s engaged with the Company or an Affiliate which breach is not cured, if capable
of being cured, within fourteen (14) days of delivery to the Optionee of a written request to

M L6

cure; (d) any other event defined as “Cause”, “just cause” or a term having a similar meaning
in the agreement by which the Optionee 1s engaged with the Company or an Affiliate; or (e)
any other cause justifying termunation or dismissal in circumstances in which the Company
can deny the Optionee severance payment under Applicable Law.
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Dissolution or Liguidation.

Notwithstanding any other provisions in this Plan or any provisions in the Notice of Grant to the
contrary. in the event of the proposed dissolution or liquidation of the Company. the Administrator
shall notify each Optionee as soon as practicable prior to the effective date of such proposed
transaction. The Administrator in its discretion will determine the period of time in which any
Options may be exercised, which in no event shall be less than five (5) days prior to such transaction.
To the extent not previously exercised, all Options will ferminate immediately prior to the
consummation of such proposed action.

16. Merger.

16.1. In the event of the sale of all or substantially all of the shares of the Company or a merger or
other reorganization of the Company following which the shareholders of the Company
immmediately prior to such merger or reorganization do not hold a majority of the shares of
the surviving entity by virtue of their prior shareholdings of the Company (an “Exit”). each
outstanding Option shall be assumed or an equivalent award substituted by the successor
company or an affiliate of the successor company.

In the event that the successor company refuses to assume or substitute for the Options. then
all unvested Options shall expire, provided however, that the Administrator may determine
that the vesting of certain unvested Options be accelerated such that they be deemed vested
as of immediately prior to the consummation of the Exit.
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In the event of a proposed Exit of the Company. the Administrator shall notify each
Optionee to whom outstanding Options were issued hereunder as soon as practicable prior to
the effective date of such proposed Exit. The Administrator in its discretion will determine
the period of time in which the vested Options may be exercised. prior to such transaction.
To the extent not exercised prior to the consummation of the Exit, all Options (whether
vested or not) will terminate immediately prior to the consummation of the Exit.

For purposes of this Section 16. an Option shall be considered assumed or substituted if,
following the Exit, the Optionee receives the right to purchase or receive, for each Share
subject to an Option, the consideration (whether shares, cash. or other securities or property)
received in the Exit by holders of Shares of the Company on the effective date of the
transaction (and if such holders were offered a choice of consideration. the type of
consideration chosen by the holders of a majority of the outstanding Shares): provided,
however, that if such consideration 1s not solely Ordinary Shares (or their equivalent) of the
successor company or its affiliate, the Admunistrator may. with the consent of the successor
company, provide for each Optionee to receive solely Ordinary Shares (or their equivalent)
of the successor company or its affiliate equal in fair market value to the per Share
consideration received by holders of the Shares in the Exit.
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ISRAEL ASSOCIATION OF VALUATORS
AND FINANCIAL ACTUARIES (IAVFA)

“WITHOUT A VALUATION MODEL RISK MANAGEMENT IS VIRTUALLY IMPOSSIBLE ™
HLIL
THIS IS TO CERTIFY THAT

Ben Zion Israel

HAS SUCCESSFULLY COMPLETED THE EXAMINATIONS AND
OTHER REQUIREMENTS AS PRESCRIBED BY THE BOARD OF
GOVERNORS OF THE ASSOCIATION AND IS HEREBY ENROLLED AS A

ASSOCIATE OF THE IAVFA (A.IL.A.VF.A)

IN WITNESS WHEREOF THIS CERTIFICATE HAS BEEN ISSUED UNDER

THE SEAL OF THE IAVFAASOFTHE IW0TH DAYOF JULY , 2018

Rami-Yosef

PROP, RAME YOSEY - PRESIDENT OF THE LAVFA

Roi Polanitzer

RO POLASFTEER, - CEO OF THE IAVFA

Y12 7V yT'n7 wp
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