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Mazor

Robotics

INTRODUCTION

Mazor Roboticsis an Israeli company that isaleading innovator that pioneered surgical guidance systems and complementary products in the spine surgical markets that we believe
provide asafer surgical environment for patients, surgeons and operating room staff. We engage in the development, production and marketing of innovative medical devices for supporting
surgical proceduresin thefield of orthopedics and neurosurgery. We operate in the field of image guided surgery and computer assisted surgery that enables the use of surgical instruments with
high precision and minimal invasiveness that aim to simplify complex and minimal invasive surgical procedures. We believe that our flagship product, the Renaissance Surgical Guidance System,
or Renaissance, is transforming spine surgery from freehand procedures to highly accurate, state-of-the-art, guided procedures that raise the standard of care with better clinical results. Our
Renaissance and SpineAssist systems have been used to perform thousands of procedures worldwide (over 45,000 implants) in awide variety of spinal procedures, many of which would not
have been attempted without this technology. We are continuing the development of the Renaissance platform for additional spine surgery applications and are devel oping the system to enable
it to be used for brain surgery.

We were incorporated under the laws of the State of Israel on September 12, 2000. Our ordinary shares are listed on the Tel Aviv Stock Exchange, or TASE, under the symbol “MZOR”.
In May 2013, our American Depositary Shares, or ADSs representing our Ordinary Shares commenced trading on the NASDAQ Capital Market under the trading symbol “MZOR” and are
currently traded on the NASDAQ Global Market. Each ADS represents two of our Ordinary Shares.

Unless the context otherwise indicates or requires, “Mazor Robotics”, “Mazor,” the Mazor Roboticslogo and all product names and trade names used by usin this annual report,
including Renaissance™ , are our proprietary trademarks and service marks. These trademarks and service marks are important to our business. Although we have omitted the“®” and “TM”
trademark designations for such marksin thisannual report, all rights to such trademarks and service marks are nevertheless reserved.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain information included or incorporated by reference in this annual report may be deemed to be “forward-looking statements”. Forward-looking statements are often characterized
by the use of forward-looking terminology such as“may,” “will,” “expect,” “anticipate,” “estimate,” “continue,” “believe,” “should,” “intend,” “project” or other similar words, but are not the
only way these statements are identified.

These forward-looking statements may include, but are not limited to, statements relating to our objectives, plans and strategies, statements that contain projections of results of
operations or of financial condition, statements relating to the research, development and use of our products, and all statements (other than statements of historical facts) that address activities,
events or developments that we intend, expect, project, believe or anticipate will or may occur in the future.

Forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties. We have based these forward-looking statements on assumptions and
assessments made by our management in light of their experience and their perception of historical trends, current conditions, expected future developments and other factors they believe to be

appropriate.




Important factors that could cause actual results, developments and business decisions to differ materially from those anticipated in these forward-looking statements include, among

other things:

the overall global economic environment;

the impact of competition and new technologies;

general market, political and economic conditionsin the countries in which we operate;
projected capital expenditures and liquidity;

changesin our strategy;

government regulations and approvals;

changesin customers’ budgeting priorities;

litigation and regulatory proceedings; and

those factorsreferred to in “Item 3. Key Information — D. Risk Factors,” “Item 4. Information on the Company,” and “Item 5. Operating and Financial Review and Prospects’, aswell
asin thisannual report generally.

Readers are urged to carefully review and consider the various disclosures made throughout this annual report, which are designed to advise interested parties of the risks and factors
that may affect our business, financial condition, results of operations and prospects.

In addition, the section of thisannual report on entitled” Item 4. Information on the Company” contains information obtained from independent industry and other sources that we have
not independently verified. Y ou should not put undue reliance on any forward-looking statements. Any forward-looking statementsin this annual report are made as of the date hereof, and we
undertake no obligation to publicly update or revise any forward-looking statements, whether as aresult of new information, future events or otherwise, except asrequired by law.

DEFINITION OF CERTAIN TERMS

In this Form 20-F, unless the context otherwise requires, references to:

“Mazor Robotics’, “Mazor,” the “ Company”, the “registrant”, “us”, “we” and “our” refer to Mazor Robotics Ltd., an Israeli company, and, unless the context indicates otherwise,
the Subsidiary;

“Ordinary Shares”, “our shares” and similar expressions refer to our ordinary shares, par value NIS 0.01 per share;
“ADSs” areto our American Depositary Shares, each representing two of our Ordinary Shares.

“Dollars’, “U.S. dollars’, “U.S. $" and “$" are to United States Dollars;

“Shekels” and “NIS’ areto New Israel Shekels, the Israeli currency;

“Companies Law” areto Israel’s Companies Law, 5759-1999, as amended,;

“Exchange Act” are to the United States Securities Exchange Act of 1934, as amended,;

“Securities Act” areto the United States Securities Act of 1933, as amended.




o “FDA” areto the United States Food and Drug Administration;

e “IRS areto the United States Internal Revenue Service;

e “OCS’ aretothelsrael's Office of the Chief Scientist of the Ministry of Industry, Trade and Labor;

e “SEC" areto the United States Securities and Exchange Commission;

e “Subsidiary” areto Mazor Robotics, Inc., a Delaware corporation, and awholly owned subsidiary of Mazor;
e “NASDAQ" aretothe NASDAQ Global Market; and

o “TASE” aretothe Tel Aviv Stock Exchange.

PART |
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable
ITEM 2. OFFER STATISTICSAND EXPECTED TIMETABLE
Not applicable.




ITEM 3. KEY INFORMATION

A. Selected Financial Data

The selected consolidated financial datafor the fiscal years set forth in the table below have been derived from our consolidated financial statements and notes thereto. The selected
consolidated statement of operations data for fiscal years 2013, 2012 and 2011, and the selected consolidated statement of financial position data as of December 31, 2013 and 2012, have been
derived from our audited consolidated financial statements and notes thereto set forth elsewherein this Form 20-F. The selected consolidated statement of operations data for fiscal year 2010
and 2009, and the selected consolidated statement of financial position data at December 31, 2011 and 2010 have been derived from other audited consolidated financial statements not included
herein. The selected consolidated statement of financial position data as of December 31, 2009 has been derived from other non-audited consolidated financial statements not included herein.

The selected financial data should be read in conjunction with our consolidated financial statements, and are qualified entirely by reference to such consolidated financial

statements. Additionally, and as explained in Note 2B to the December 31, 2013 consolidated financial statements, we determined that our functional currency had changed in September 2012

from New Israeli Shekelsto U.S. dollars.

(in thousands except net loss per share data)

Statements of Operationsdata
Revenues
Cost of sales
Gross profit
Operating costs and expenses:
Research and development expenses, net
Selling and marketing expenses
Genera and administrative expenses
Total operating costs and expenses
Operating loss
Lossfor the year
Net |oss attributable to ordinary shareholders
L oss per share— Basic and diluted
Weighted average number of ordinary shares used to cal cul ate basic and
diluted loss per share

Y ears Ended December 31,

2013 2012 2011 2010 2009
$ 19983 $ 12175 $ 5904 $ 3973 $ 1,363
$ 4280 $ 283 $ 1879 $ %l $ 473
15,703 9,282 4,025 3,012 890
$ 4174 $ 2760 $ 3062 $ 2202 $ 1,382
$ 15692 $ 8887 $ 6990 $ 45%2 $ 2,461
$ 2766 $ 1845 $ 1639 $ 1424 $ 1,184
$ 2632 $ 13492 $ 171601 $ 8308 $ 5,027
$ (6929) $ (4210) $ (7,666) $ (5296) $ (4,137)
$ (20529 $ (7.0649) $ (1782 $ G773 § (4,340)
$ (20529 $ (7.0649) $ (7782 $ 5773 $ (4,340)
$ 057) $ 029 $ 036) $ 029 $ (0.28)
35,781 24,011 21,815 19,717 15,280




(in thousands)

As of December 31,

2013 2012 2011 2010 2009
Statement of financial position data:
Cash and cash equivalents $ 19803 $ 12,797  $ 1655 $ 4802 $ 3,537
Short-term investments $ 45014 $ 4156 $ 14455 $ 1333% $ 18,419
Total assets $ 70889 $ 21334  $ 20424 $ 21773 $ 23,936
Total non-current liabilities $ 332 % 4490 $ 616 $ 4233 % 3,573
Accumulated loss $ (72535) $ (52,006) $ (44942) $ (37,160) $ (31,387)
Total equity $ 64,093 $ 12820 $ 13484 $ 15145  $ 19,350

B. Capitalization and Indebtedness
Not applicable.

C. Reasonsfor the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

Y ou should carefully consider the risks described below, together with al of the other information in this Form 20-F. The risks described below are not the only risks facing us.
Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial may also materially and adversely affect our business operations. If any of these risks

actually occurs, our business and financial condition could suffer and the price of our shares could decline.




Risks Related to Our Business
We are a small emerging growth company, and we have incurred significant losses since our inception.

We are asmall emerging growth company. The future success of our business depends on our ability to continue to develop and obtain regulatory clearances or approvals for
innovative and commercially successful productsin our field, which we may be unable to do in atimely manner, or at all. Our success and ability to generate revenue or be profitable also
depends on our ability to establish our sales and marketing force, generate product sales and control costs, all of which we may be unable to do. Our limited operating history also limits your
ability to make a comparative evaluation of us, our products and our prospects.

We have sustained net losses in every fiscal year since our inception in 2000, including a net loss of $20.5 million for the year ended December 31, 2013. As of December 31, 2013, we had
total shareholders' equity of $64.1 million and cash and cash equivalents and short term investment of approximately $64.8 million. Our accumulated deficit as of December 31, 2013 was $72.5
million. We anticipate that we will continue to incur substantial net losses for at |east the next two years as we expand our sales and marketing capabilitiesin the spine and neurosurgery products
market, continue our commercialization of Renaissance, expand its adoption and clinical implementation, and continue to develop the corporate infrastructure required to sell and market our
products and invest in product development. Our losses have had and will continue to have an adverse effect on our shareholders’ equity and working capital. Any failure to achieve and
maintain profitability would continue to have an adverse effect on our shareholders' equity and working capital and could result in adeclinein our share price or cause us to cease operations.

We cannot assure investors that our existing cash and short-term investment balances will be sufficient to meet our future capital requirements.

We believe our existing cash, cash equivalents, short-term investment balances, and interest income we earn on these balances, if any, will be sufficient to meet our anticipated cash
requirements through the foreseeabl e future. To the extent our available cash, cash equivalents and short-term investment balances are insufficient to satisfy our operating requirements or other
strategic needs, we will either need to seek additional sources of funds, including selling additional equity or debt securities or entering into a credit facility. However, we may be unable to obtain
additional financing. Asaresult, we may be required to reduce the scope of, or delay or eliminate, some or all of our current and planned research, development and commercialization activities.
We al'so may have to reduce marketing, customer service or other resources devoted to our products. Any of these actions could materially harm our business and results of operations. Even if
we are able to continue to finance our business, the sale of additional equity and debt securities may result in dilution to our current shareholders or may require us to grant asecurity interest in
our assets. |If we raise additional funds through the issuance of debt securities, these securities may have rights senior to those of our Ordinary Shares and could contain covenants that could
restrict our operations. We may require additional capital beyond our currently forecasted amounts. Any such required additional capital may not be available on reasonable terms, or at all.

We depend on the success of one product for our revenue, which could impair our ability to achieve profitability.

We expect to derive most of our revenue from sales of Renaissance, recurring sales of disposable products required to use Renaissance in each surgical procedure, and service plans
that are sold with Renaissance. Our future growth and successis dependent on successfully increasing the commercialization of Renaissance and the adoption of Renaissance by the end users.
If we are unable to achieve increased commercial adoption of Renaissance, obtain regulatory clearances or approvals for future products, or experience a decrease in the utilization of our product
line or procedure volume, our revenue would be adversely affected and we would not become profitable. If adverse economic, industry or regulatory events or changes occur, we may have to
write off inventory as obsolete, which could negatively impact our business and revenue.
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If surgeons and hospitals do not broadly adopt the concept of computer assisted spine surgeries and do not perceive such technology and related products as valuable and having
significant advantages over the current “ freehand” standard-of-care procedures, patientswill be less likely to accept or be offered surgery with Renaissance, and we will fail to meet our
business objectives.

Surgeons’ and hospitals’ perceptions of our technology having significant advantages are likely to be based on a determination that, among other factors, our products are safe,
reliable, cost-effective and represent acceptable methods of treatment. Even if we can prove the clinical value of Renaissance through continued clinical use, surgeons may elect not to use our
current and future Renai ssance solutions for any number of other reasons. For example, surgeons may continue to operate freehand simply because such surgeries are already widely accepted.
In addition, surgeons may be slow to adopt our current and future Renai ssance sol utions because of the perceived liability risks arising from the use of new products. Surgeons may not accept
our current and future Renaissance solutions if we fail to maintain an acceptable level of product reliability or if we encounter regulatory approval or compliance issues. Hospitals may not accept
Renaissance because of the capital expense, which may represent a significant portion of ahospital’s capital budget. Renaissance may not be cost-efficient if hospitals are not able to perform a
significant volume of procedures using it.

If our current and future Renai ssance solutions fail to achieve increased market acceptance for any of these or other reasons or if we are not successful in enforcing the contractual
commitment to purchase disposable products exclusively from us, we will not be able to generate the revenue necessary to develop a sustainable, profitable business.

Our clinical dataislargely based on a predecessor product to Renaissance, which may make patients, surgeons and hospitals reluctant to accept or purchase Renaissance.

We believe that patients, surgeons and hospitals will only accept and/or purchase our productsif they believe that Renaissance is a safe and effective procedure with advantages over
competing products and conventional freehand procedures. To date, we have collected only limited clinical datawith which to assess Renaissance’s clinical value. From 2005 to date, over 7,000
SpineAssist (our predecessor to Renaissance) and Renaissance procedures have been performed. As Renaissance is based on the same core technology as SpineAssist, we believe that the
performanceis equivalent and the clinical results, such as accuracy studies of SpineAssist, are anal ogous to both systems. Empirical performance experience and preliminary independent studies
have verified this assumption.

If future publications of clinical studiesindicate that surgery with Renaissance is aless safe or |ess effective procedure than freehand surgeries or other computer-assisted options,
patients may choose not to undergo, and surgeons may choose not to use, Renaissance. Furthermore, unsatisfactory patient outcomes or patient injury could cause negative publicity for our
products, particularly in the early phases of product introduction. The FDA could also rescind our marketing clearances if future results and experience indicate that our products cause
unexpected or serious complications or other unforeseen negative effects. See “Item 3. Key Information — D. Risk Factors— Risks Related to Regulatory Compliance.”

We depend on key employees, and if we fail to attract and retain employees with the expertise required for our business and to provide for the succession of senior management, we cannot
grow or achieve profitability.

We are dependent on members of our senior management, in particular Ori Hadomi and Eliyahu Zehavi. Our future success will depend in part on our ability to retain our management
and scientific teams, to identify, hire and retain additional qualified personnel with expertise in research and devel opment and sales and marketing, and to effectively provide for the succession of
senior management. Competition for qualified personnel in the medical device industry isintense and finding and retaining qualified personnel with experiencein our industry isvery difficult. We
believe that there are only alimited number of individuals with the requisite skillsto serve in many of our key positions, particularly in Israel, and we compete for key personnel with other medical
equipment and software manufacturers and technology companies, as well asresearch institutions. It is often difficult to hire and retain these persons, and we may be unable to replace key
persons if they leave or to fill new positions requiring key persons with appropriate experience. A significant portion of our compensation to our key employeesisin the form of stock option
grants. A prolonged depression in our stock price could makeit difficult for usto retain our employees and recruit additional qualified personnel.
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We do not maintain life insurance on any of our personnel. The loss of key employees, the failure of any key employee to perform or our inability to attract and retain skilled employees,
as needed, or an inability to effectively plan for and implement a succession plan for key employees could harm our business.

Christopher Sells, who isour Vice President of Sales, United States, was named in an SEC civil proceeding relating to arestatement of the financial statements of Mr. Sells' former
employer, Hansen Medical. On February 21, 2014 the U.S. District Court approved a settlement in which without admitting or denying the allegations, Mr. Sells agreed to pay acivil money
penalty of $85,000. Thefinal judgment, entered by the U.S. District Court on February 21, 2014, permanently enjoins Mr. Sells from violating Sections 10(b) and 13(b)(5) of the Exchange Act and
Rules 10b-5, 13b2-1 and 13b2-2 thereunder, and Sections 17(a)(1) and 17(a)(3) of the Securities Act, and from aiding and abetting violations of Sections 13(a), 13(b)(2)(A), and 13(b)(2)(B) of the
Exchange Act and Rules 12b-20, 13a-1, and 13a-13 thereunder. The judgment also prohibits Mr. Sells from acting as an officer or director of a public company under the Exchange Act for five
years. Mr. Sells currently reports to Christopher Prentice, our Senior Vice President of America& Global Marketing, and is not currently an officer of the Company.

Adverse changesin economic conditions and reduced spending on innovative medical technology may adversely impact our business.

The purchase of Renaissance is discretionary and requires our customers to make significant initial commitments of capital and other resources. In addition, purchase of Renaissance
requires acommitment to purchase exclusively from us other products and services, including our single-use disposable components. Continuing weak economic conditions or areduction in
healthcare technology spending, even if economic conditionsimprove, could adversely impact our business, operating results and financial condition in anumber of ways, including by causing
longer sales cycles, lower prices for our products and services and reduced unit sales.

Current credit and financial market conditions could delay or prevent our customers from obtaining financing to purchase or lease a Renaissance system, which would adversely affect our
business, financial condition and results of operations.

Due to the continued tightening of credit marketsin the recent past and concerns regarding the availability of credit, both domestically and abroad, our customers and overseas
distributors may be delayed in obtaining, or may not be able to obtain, necessary financing for their purchases or leases of Renaissance. These delays may in some instances lead to our
customers or overseas distributors postponing ordering of a Renaissance system or the shipment and installation of previously ordered systems, cancelling their system orders, or cancelling
their agreements with us. Anincreasein delays and order cancellations of this nature could adversely affect our product sales and revenues and, therefore, harm our business and results of
operations.

Negative worldwide economic conditions and the long lead times required by certain suppliers could prevent us from accurately forecasting demand for our products, which could
adversely affect our operating results.

The continued negative worl dwide economic conditions and market instability makesit increasingly difficult for us, our customers, our overseas distributors and our suppliersto
accurately forecast future product demand trends, which could cause us to order and/or produce excess products that can increase our inventory carrying costs and result in obsolete inventory.
Alternatively, this forecasting difficulty could cause a shortage of products, or materials used in our products, that could result in an inability to satisfy demand for our products and aresulting
material loss of potential revenue.

In addition, some of our suppliers may require extensive advance notice of our requirementsin order to produce productsin the quantities we desire. Thislong lead time, which can be

up to six months, may require us to place orders far in advance of the time when certain products will be offered for sale, thereby also making it difficult for usto accurately forecast demand for
our products, exposing usto risks relating to shiftsin consumer demand and trends and adversely affecting our operating results.
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Because of the numerousrisks and uncertainties associated with the development of medical devices, including future versions of Renaissance, we are unable to estimate the exact amounts
of capital outlays and operating expenditures necessary to complete the development of our products and successfully deliver commercial products to the market.

Our future capital requirementswill depend on many factors, including but not limited to the following:

the revenue generated by sales of our current and future products;

our ability to manage our inventory;

the expenses weincur in selling and marketing our products and supporting our growth;

the costs and timing of regulatory clearance or approvals for new products or upgrades or changes to our current products,

therate of progress, cost, and success or failure of on-going development activities;

the emergence of competing or complementary technological devel opments;

the costs of filing, prosecuting, defending and enforcing any patent or license claims and other intellectual property rights, or participating in litigation related activities;
the terms and timing of any collaborative, licensing, or other arrangements that we may establish;

the acquisition of businesses, products and technologies; and

general economic conditions and interest rates, including the continuing weak conditions.

Our reliance on third-party suppliers, including single source suppliers, for most of the components of Renaissance could harm our ability to meet demand for our productsin atimely and
cost effective manner.

Werely on third-party suppliers to manufacture and supply almost all of the components used in Renaissance, including a number of single source suppliersto provide us with many of
the major components of Renaissance. We currently do not have long-term contracts with most of our suppliers. Asaresult, some of our suppliers are not required to provide us with any
guaranteed minimum production levels, and we cannot guarantee that we will be able to obtain sufficient quantities of key componentsin the future. In addition, our reliance on third-party
suppliersinvolves anumber of risks, including, among other things:

Our suppliers may encounter financial hardships as aresult of unfavorable economic and market conditions unrelated to our demand for components, which could inhibit their
ability to fulfill our orders and meet our requirements;

Suppliers may fail to comply with regulatory requirements, be subject to lengthy compliance, validation or qualification periods, or make errors in manufacturing components
that could negatively affect the efficacy or safety of our products or cause delays in supplying of our products to our customers;

Newly identified suppliers may not qualify under the stringent regulatory standards to which our business is subject;

We or our suppliers may not be able to respond to unanticipated changes in customer orders, and if orders do not match forecasts, we or our suppliers may have excess or
inadequate inventory of materials and components;

We may be subject to price fluctuations due to alack of long-term supply arrangements for key components;
We may experience delaysin delivery by our suppliers due to changes in demand from us or their other customers;

We or our suppliers may lose access to critical services and components, resulting in an interruption in the manufacture, assembly and shipment of our systems;
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° Our suppliers may be subject to allegations by other parties of misappropriation of proprietary information in connection with their supply of products to us, which could
inhibit their ability to fulfill our orders and meet our requirements;

. Fluctuations in demand for products that our suppliers manufacture for others may affect their ability or willingness to deliver componentsto usin atimely manner;

. Our suppliers may wish to discontinue supplying components or servicesto us (e.g., for risk management reasons); and

. We may not be able to find new or alternative components or reconfigure our system and manufacturing processes in atimely manner if the necessary components become
unavailable.

If any of these risks materialize, costs could significantly increase and our ability to meet demand for our products could be impacted. If we are unable to satisfy commercial demand for
Renaissance or for our single-use disposable componentsin atimely manner, our ability to generate revenue would be impaired, market acceptance of our products could be adversely affected,
and customers may instead purchase or use alternative products. In addition, we could be forced to secure new or alternative components through a replacement supplier. Securing areplacement
supplier could be difficult, especially for complex components such as Renai ssance components that are manufactured in accordance with our custom specifications. The introduction of new or
aternative components may require design changes to our system that are subject to FDA and other regulatory clearances or approvals. We may also be required to assess the new
manufacturer’s compliance with all applicable regulations and guidelines, which could further impede our ability to manufacture our productsin atimely manner. As aresult, we could incur
increased production costs, experience delaysin deliveries of our products, suffer damage to our reputation and experience an adverse effect on our business and financial results.

We have limited sales and marketing experience and capabilities, which could impair our ability to achieve profitability.

To reach our revenue targets, we need to expand and strengthen our U.S. direct sales force and our foreign sales channels. Developing a sales and marketing infrastructure is expensive
and time consuming and an inability to develop such an organization in atimely manner could delay the successful adoption of our products. Additionally, any sales and marketing organization
that we develop may be competing against the experienced and well-funded sales and marketing infrastructure of some of our competitors. We will face significant challenges and risksin
developing our sales and marketing organization, including, among others:

. our ability to recruit, train and retain adegquate numbers of qualified sales and marketing personnel;

° the ability of sales personnel to obtain access to surgeons and persuade adequate numbers of hospitals to purchase our products;
° costs associated with hiring, maintaining and expanding a sales and marketing organization; and

. government scrutiny with respect to promotional activitiesin the healthcare industry both domestically and abroad.

We believe that to sell and market our products effectively, we must establish a compelling clinical and commercial offering with our products. However, potential customers (e.g.,
surgeons and hospitals) sometimes have |ong-standing relationships with large, better known companies that dominate the medical devicesindustry through collaborative research programs
and other relationships. Because of these existing relationships, some of which may be contractually enforced, surgeons and hospitals may be reluctant to adopt Renaissance, particularly if it
competes with or has the potential to compete with or diminish the need/utilization of products supported through their own collaborative research program or by these existing relationships.
Even if these surgeons and hospitals purchase Renaissance, they may be unwilling to enter into collaborative relationships with us to promote joint marketing programs or to provide us with
clinical and financial data.
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We face competition from large, well-established medical device companiesthat are likely to launch new navigation or robotic—based products, aswell as new techniques and devices for
minimally invasive approachesin spine surgeries.

Large, well-established medical device companies, such as Medtronic Inc., Stryker Corporation, and Brainlab AG, have navigation-based products with applications for spine surgeries
that have arelatively low market share but which could be further developed and marketed with greater success. Other companies, including Intuitive Surgical Inc., IMRIS Inc. and Mako Surgical
Corp., recently purchased by Stryker Corporation, have devel oped robotic devices for use in other parts of the human anatomy that could be modified or improved to better compete in the spine
surgery market. Even if these companies currently do not have an established presencein our fields, they may attempt to enter our markets and to apply their technol ogies to compete directly
with us. For example, Intuitive Surgical’s daVinci® robot has been clinically applied in several medical centers to perform anterior-approach spine surgeries. In addition Globus Medical Inc., or
Globus, recently announced the purchase of Excelsius Surgical LLC, based on information published by Globus, Excelsius Surgical is developing anext generation surgical robotic positioning
platform for spine, brain and therapeutic markets. The Excelsius Surgica system is described as arobotic surgical aid for navigating and facilitating surgical access, implant sizing, positioning
and placement, designed to enable surgeons to perform procedures more quickly and with greater accuracy, safety and reproducibility.

While we are unaware of any other current computer-assisted product or robotic-device that could directly compete with Renaissance at this time in the spine surgery market, it islikely
that at some point there will be new market entrants. Many medical device competitors enjoy competitive advantages over us, including:

. significantly greater name recognition;

. longer operating histories;

. established exclusive relations with healthcare professionals, customers and third-party payors;

. established distribution networks;

. additional lines of products and the ability to offer rebates or bundle products to offer higher discounts or incentives to gain a competitive advantage;

. greater experience in conducting research and development, manufacturing, clinical trial's, obtaining regulatory clearance for products and marketing approved products; and
° greater financial and human resources for product development, sales and marketing and patent litigation.

There can be no assurance that we will be able to compete successfully against current or future competitors or that competition will not have a material adverse effect on our future
revenues and, conseguently, on our business, operating results and financial condition.

Medical device development is costly and involves continual technological change, which may render our current or future products obsol ete.

Innovation is rapid and continuous in the medical device industry, and our competitorsin the medical device industry make significant investmentsin research and devel opment. If new
products or technol ogies emerge that provide the same or superior benefits as our products at equal or lower cost, they could render our products obsolete or unmarketable. Because our
products can have long development and regul atory clearance or approval cycles, we must anticipate changes in the marketplace and the direction of technological innovation and customer
demands. In addition, we face increasing competition from well-financed medical device companiesin our attempts to acquire such new technologies, products and businesses. As aresult, we
cannot be certain that our products will be competitive with current or future products and technologies.
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Our success depends, in part, on our ability to enter the brain-surgery market, and this market has significant barriersto entry.

Computer-assisted surgeries are the accepted standard-of-care in brain procedures, and stereotactic frames and framel ess navigation devices have dominated this market for almost two
decades. In recent years, new robotic devices, such as Medtech’s Rosa™ brain, have been used in brain surgery and are gaining acceptance, though still not prevalent and in very early stages.
Some products will compete directly with Renaissance. As aresult, we cannot be certain that surgeons will use our products or that our products will be competitive with current or future
products and technologies. If we are unable to penetrate the brain-surgery market, we may not be able to generate the revenue necessary to develop a sustainable, profitable business.

We may encounter problems or delaysin the assembly of our productsor fail to meet certain regulatory requirements.
The current and intended future versions of Renaissance are complex and require the integration of a number of separate components and processes. To become profitable, we must

assembl e and test Renaissance in commercial quantitiesin compliance with regulatory requirements and at an acceptable cost. |ncreasing our capacity to assemble and test our products on a
commercial scalewill require usto improve internal efficiencies. We may encounter anumber of difficultiesin increasing our assembly and testing capacity, including:

. managing production yields;

. maintaining quality control and assurance;

. providing component and service availability;

. hiring and retaining qualified personnel; and

. complying with state, federal and foreign regulations.

If we are unable to satisfy commercial demand for our Renai ssance system due to our inability to assemble and test the system in compliance with applicable regulations, our business
and financial results, including our ability to generate revenue, would be impaired, market acceptance of our products could be materially adversely affected and customers may instead purchase
or use competing products.

Any failurein our effortsto train surgeons or hospital staff adequately could result in lower than expected product sales and potential liabilities.

A critical component of our sales and marketing effortsis the training of surgeons and operating room staff to properly use Renaissance. We rely on surgeons and hospital staff to
devote adequate time to learn to use our products. Convincing surgeons and hospital staff to dedicate the time and energy necessary for adequate training in the use of our systemis
challenging, and we cannot assure that we will be successful in these efforts. If surgeons or hospital staffs are not properly trained, they may misuse or ineffectively use our products. If nurses
or other members of the hospital staff are not adequately trained to assist in using our Renaissance system, surgeons may be unable to use our products. Insufficient training may result in
reduced system use, unsatisfactory patient outcomes, patient injury and related liability or negative publicity, which could have an adverse effect on our product sales or create substantial
potential liabilities.

Wewill likely continue to experience extended and variable sales cycles, which could cause significant variability in our results of operationsfor any given quarter.

Our Renaissance system has alengthy sales cycle becauseit isamajor piece of capital equipment, the purchase of which will generally require the approval of senior management at
hospitals, inclusion in the hospitals' budget process for capital expenditures and, in some instances, a certificate of need from the state or other regulatory clearance. Asaresult, arelatively small
number of unitsare currently installed each quarter. We estimate that the sales cycle of Renaissance will continue to take between nine and eighteen months from the point of initial identification
and contact with aqualified surgeon until closing of the purchase with the hospital. In addition, the introduction of new products could adversely impact our sales cycle as customers take
additional time to assess them. Because of the lengthy sales cycle, the unit price of Renaissance and the relatively small number of systemsinstalled each quarter, each installation of a
Renaissance system can represent a significant component of our revenue for a particular quarter, particularly in the near term and during any other periodsin which our sales volume isrelatively
low.
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Certain factors that may contribute to variability in our operating results may include:

. delaysin shipments due, for example, to natural disasters or labor disturbances;

. delays or unexpected difficultiesin the manufacturing processes of our suppliers or in our assembly process;

. timing of the announcement, introduction and delivery of new products or product upgrades by us and by our competitors;

. timing and level of expenditures associated with expansion of sales and marketing activities and our overall operations;

° changesin third-party coverage and reimbursement, changes in government regulation, or achange in a customer’s financial condition or ability to obtain financing; and
. hospitals' tendency to group purchases at the beginning of their budgetary cycle, which is different among hospitals.

These factors are difficult to forecast and may contribute to substantial fluctuationsin our quarterly revenue and substantial variation from our projections, particularly during the
periods in which our sales volumeis low. Moreover, many of our expenses, such as office leases and most personnel costs, are relatively fixed. We may be unable to adjust spending quickly
enough to offset any unexpected revenue shortfall. Accordingly, any shortfall in revenue may cause significant variation in operating resultsin any quarter. Based on the above factors, we
believe that quarter-to-quarter comparisons of our operating results are not a good indication of our future performance. These and other potential fluctuations also mean that you will not be
ableto rely upon our operating resultsin any particular period as an indication of future performance.

We may be subject to cost containment efforts by our customers, which could have an adverse impact on our sales, financial condition and results of operations.

Some of our customers and potential customers have joined group purchasing organizationsin an effort to contain costs; these group purchasing organizations negotiate pricing
arrangements with medical supply manufacturers and distributors and make these negotiated prices available to the group purchasing organization’s affiliated hospitals and other members. If we
fail to respond to the cost containment efforts of our customers and potential customers, we may |ose sales or face downward pricing pressure, which could result in an adverse impact on our
financial condition and results of operations.

If we receive a significant number of warranty claimsor our Renaissance system units require significant amounts of service after sale, our costswill increase and our business and
financial resultswill be adversely affected.

Sales of the our Renaissance system generally include awarranty and maintenance obligation on our part for services for a period of twelve months from the date Renaissance is
installed at a customer’s facility. We also provide technical and other services to customers beyond the warranty period pursuant to a supplemental service plan sold with each system. If
product returns or warranty claims are significant or exceed our expectations, we could incur unanticipated reductionsin sales or additional expenditures for parts and service. In addition, our
reputation could be damaged and our products may not achieve market acceptance.
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Software defects may be discovered in our products.

Our Renaissance system incorporates sophisticated computer software. Complex software frequently contains errors, especially when first introduced. Because our products are
designed to be used to perform complex surgical procedures, we expect that physicians and hospitals will have an increased sensitivity to the potential for software defects. We cannot assure
you that our software will not experience errors or performance problemsin the future. If we experience software errors or performance problems, we would likely also experience:

° loss of revenue;

° delay in market acceptance of our products;

. damage to our reputation;

. additional regulatory filings;

. product recalls;

° increased service or warranty costs; and

. product liability claims relating to the software defects.

We may be subject to product liability claims, product actions, including product recalls, and other field or regulatory actions that could be expensive, divert management'’s attention and
harm our business.

Our business exposes us to potential liability risks, product actions and other field or regulatory actionsthat are inherent in the manufacturing, marketing and sale of medical device
products, particularly those used in surgery. We may be held liable if our products cause injury or death or are found otherwise unsuitable or defective during usage. Renai ssance incorporates
mechanical and electrical parts, complex computer software and other sophisticated components, any of which can contain errors or failures. Complex computer software is particularly vulnerable
to errors and failures, especially when first introduced. In addition, new products or enhancements to our existing products may contain undetected errors or performance problems that, despite
testing, are discovered only after installation.

If any of our products are defective, whether due to design or manufacturing defects, improper use of the product or other reasons, we may voluntarily or involuntarily undertake an
action to remove, repair, or replace the product at our expense. In some circumstances we will be required to notify regulatory authorities of an action pursuant to aproduct failure. We are also
required to submit aMedical Device Report, or MDR, to the FDA for any incident in which our product may have caused or contributed to adeath or serious injury or in which our product
malfunctioned and, if the malfunction were to recur, would likely cause or contribute to death or seriousinjury.

A required notification to aregulatory authority or afailure to make atimely required notification could result in an investigation by regulatory authorities of our products, which could
inturn result in field corrective actions, restrictions on the sale of the products, and civil or criminal penalties. In addition, because our products are designed to perform complex surgical
procedures, defects could result in anumber of complications, some of which could be serious and could cause significant harm to the patient or even cause death. The adverse publicity
resulting from any of these events could cause surgeons or hospitals to review and potentially terminate their relationships with us.

The medical device industry has historically been subject to extensive litigation over product liability claims. We anticipate that as part of our ordinary course of business we will be
subject to product liability claims alleging defects in the design, manufacture or labeling of our products. A product liability claim, regardless of its merit or eventual outcome, could result in
significant legal defense costs and high punitive damage payments. Although we maintain product liability insurance, the coverage is subject to deductibles and limitations, and may not be
adequate to cover future claims. Additionally, we may be unable to maintain our existing product liability insurancein the future at satisfactory rates or adequate amounts.
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If coverage or reimbursement from third-party payorsfor proceduresin which Renaissance is used, namely spinal fusions, is decreased or limited, hospitals may not purchase Renaissance
and surgeons may perform fewer spinal fusions, which would harm our business and financial results.

Our ability to successfully commercialize Renai ssance depends significantly on the availability of coverage and reimbursement for thoracic-lumbar spinal fusion procedures from third-
party payors, including governmental programs such as Medicare and Medicaid, aswell as private insurance and private health plans. Reimbursement is a significant factor considered by
hospitals in determining whether to acquire new capital equipment such as our technology. Although our customers have been successful in obtaining coverage and reimbursement for
procedures using our products, we cannot be assured that procedures using our technology will be covered or reimbursed by third-party payorsin the future or that such reimbursements will
not be reduced to the extent that they will adversely affect capital allocations for purchase of our Renaissance system.

As part of healthcare reform and other cost containment initiatives, the U.S. Congress may pass | egislation impacting coverage and reimbursement for healthcare services, including
Medicare reimbursement to physicians and hospitals. Many private third-party payorslook to Medicare’s coverage and reimbursement policiesin setting their coverage policies and
reimbursement amounts. If the Centers for Medicare & Medicaid Services, or CMS, the federal agency that administers the Medicare program, or Medicare contractors limit payments to hospitals
or surgeons for thoracic-lumbar spinal fusion surgeries, private payors may similarly limit payments. In addition, state legislatures may enact laws limiting or otherwise affecting the level of
Medicaid reimbursements. As aresult, hospitals may not purchase Renaissance and surgeons may choose to decrease their volume of thoracic-lumbar spinal fusions, and, as aresult, our
business and financial results would be adversely affected.

Because hospitals receive a fixed reimbursement amount from Medicare for specified procedures or conditions, a hospital must absorb the cost of our products as part of the
reimbursement payment it receives, which makes the hospital’s purchasing decisions more risky, particularly those related to expensive capital equipment.

Medicare pays acute care hospitals a prospectively determined amount for inpatient operating costs under the Medicare hospital inpatient prospective payment system, or PPS. Under
the Medicare PPS, the prospective payment for a patient’s stay in an acute care hospital is determined by the patient’s condition and other patient data and procedures performed during the
inpatient stay using a classification system known as diagnosis related groups, or DRGs. CM S implemented arevised version of the DRG system that uses Medicare Severity DRGs, or MS-
DRGs, instead of the DRGs which Medicare used previously. The MS-DRGs are intended to more accurately account for the patient’s severity of illness when assigning each patient’s stay to a
payment classification. Medicare pays a fixed amount to the hospital based on the MS-DRG into which the patient's stay is assigned, regardless of the actual cost to the hospital of furnishing
the procedures, items and services provided. Accordingly, acute care hospitals generally do not receive direct Medicare reimbursement under the PPS for the specific costsincurred in
purchasing medical devices, except under limited circumstances. Rather, reimbursement for these costs is deemed to be included within the MS-DRG based payments made to hospitals for the
services furnished to Medicare eligible inpatients in which the devices are utilized. Accordingly, a hospital must absorb the cost of our products as part of the payment it receives for the
procedure in which the device is used. In addition, physicians that perform procedures in hospitals are paid a set amount by Medicare for performing such services under the Medicare Physician
Fee Schedule. Medicare payment rates for both systems are established annually.

At thistime, we do not know the extent to which hospitals and physicians would consider third-party reimbursement levels adeguate to cover the cost of our products. Failure by
hospitals and surgeons to receive an amount that they consider to be adequate reimbursement for procedures in which our products are used could deter them from purchasing or using our
products and limit our sales growth. In addition, pre-determined MS-DRG payments or Medicare Physician Fee Schedule payments may decline over time, which could deter hospitals from
purchasing our products or physicians from using them. If hospitals are unable to justify the costs of our products or physicians are not adequately compensated for procedures in which our
products are utilized, they may refuse to purchase or use them, which would significantly harm our business.

Notwithstanding current or future FDA clearances, if granted, third-party payors may deny coverage and reimbursement if the payor determines that a therapeutic medical deviceis
unnecessary, inappropriate, not cost-effective or experimental, or is used for anon-approved indication. Although we are not aware of any potential customer that has declined to purchase our
Renai ssance system based upon third-party payors' coverage and reimbursement policies, cost control measures adopted by third-party payors may have asignificant effect on surgeries
performed using Renaissance or asto the levels of reimbursement.
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Broad-based domestic and international government initiatives to reduce spending, particularly those related to healthcare costs, may reduce reimbursement rates for spinal surgery
procedures, which will reduce the cost-effectiveness of our products.

Healthcare reforms, changesin healthcare policies and changes to third-party coverage and reimbursement, including recently enacted |egislation reforming the U.S. healthcare system,
may affect demand for our products and may have amaterial adverse effect on our financial condition and results of operations. There can be no assurance that current levels of reimbursement
will not be decreased in the future, or that future legislation, regulation, or reimbursement policies of third-party payorswill not adversely affect the demand for our products or our ability to sell
products on a profitable basis.

The Patient Protection and Affordable Care Act, or PPACA, adopted in the United Statesin March 2010 and related regul ations include new taxes impacting certain health-related
industries, including medical device manufacturers. The |egislation imposes significant new taxes on medical device makersin the form of a2.3% excisetax on al U.S. medical device sales
beginning in 2013. This excise tax appliesto our medical devices. Thisincrease in the tax burden on our industry could have a material, negative impact on our results of operations and our cash
flows. The adoption of significant changes to the healthcare system in the United States could limit the prices we are able to charge for our products or the amounts of reimbursement available
for our products, could limit the acceptance and availability of our products, reduce medical procedure volumes and increase operational and other costs. This could materially adversely affect
our business and results of operations.

Other significant measures contained in PPACA include initiatives to revise Medicare payment methodol ogies, initiatives to promote quality indicators in payment methodologies,
initiatives related to the coordination and promotion of research on comparative clinical effectiveness of different technologies and procedures, and annual reporting requirements related to
payments to physicians and teaching hospitals.

In addition, other legislative changes have been proposed and adopted since the PPACA was enacted. On August 2, 2011, the President signed into law the Budget Control Act of 2011,
which, among other things, created the Joint Select Committee on Deficit Reduction to recommend to Congress proposalsin spending reductions. The Joint Select Committee did not achieve a
targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, triggering the legislation’s automatic reduction to several government programs. Thisincludes reductions to
Medicare payments to providers of 2% per fiscal year. On January 2, 2013, President Obama signed into law the American Taxpayer Relief Act of 2012, or the ATRA, which delayed for another
two months the budget cuts mandated by these sequestration provisions of the Budget Control Act of 2011. On March 1, 2013, the President signed an executive order implementing
sequestration, and on April 1, 2013, the 2% Medicare payment reductions went into effect. The ATRA also, among other things, reduced Medicare payments to several providers, including
hospitals, imaging centers and cancer treatment centers, and increased the statute of limitations period for the government to recover overpayments to providers from three to five years. We
expect that additional state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that federal and state governments will pay for healthcare
products and services, which could result in reduced demand for our products or additional pricing pressure.

We cannot predict whether future healthcare initiatives will be implemented at the federal or state level or internationally, or the effect any future legislation or regulation will have on us.
The taxesimposed by PPACA and the expansion of government’srolein the U.S. healthcare industry may result in decreased profitsto us, lower reimbursements by third-party payorsfor
surgeriesin which our products are used, and reduced medical procedure volumes, all of which may adversely affect our business, financial condition and results of operations, possibly
materially.

Changing models for the provision of healthcare may affect the cost-effectiveness of Renaissance.

All third-party payors, whether governmental or private, whether inside the United States or outside, are developing increasingly sophisticated methods of controlling healthcare costs.
These cost control methods include prospective payment systems, capitated rates, benefit redesigns, pre-authorization or second opinion requirements prior to major surgery, an emphasis on
wellness and healthier lifestyle interventions and an exploration of other cost-effective methods of delivering healthcare. These cost control methods also potentially limit the amount which
healthcare providers may be willing to pay for medical technology which could, as aresult, adversely affect our business and financial results. In addition, no uniform policy of coverage and
reimbursement for medical technology exists among all these payors. Therefore, coverage and reimbursement for medical technology can differ significantly from payor to payor, and country to
country.
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We may attempt to acquire new products or technologies, and if we are unable to successfully complete these acquisitions or to integrate acquired businesses, products, technologies or
employees, we may fail to realize expected growth.

Our success will depend, in part, on our ability to expand our product offerings and continue to offer the advanced computer assisted solutions for spine surgery and grow our business
in response to changing technologies, customer demands and competitive pressures. |n some circumstances, we may determine to do so through the acquisition of complementary businesses,
products or technologies rather than through internal devel opment. Successful acquisitions present anumber of hurdles and risk, including:

. Theidentification of suitable acquisition candidates can be difficult, time consuming and costly;

. Integrating any acquisitions that we make into our operationsis difficult, time consuming, and expensive, and may involve new regulatory requirements; and

. Future acquisitions could result in potentially dilutive issuances of equity securities or the incurrence of debt, contingent liabilities or expenses, or other charges such as
amortization of intangible assets, any of which could harm our business and materially adversely affect our financial results or cause areduction in the price of our Ordinary
Shares.

1f we do not effectively manage our growth, we may be unable to successfully develop, market and sell our products.
In order to achieve our business objectives, we must continue to grow. Continued growth presents numerous challenges, including:
. implementing appropriate operational and financial systems and controls;
. expanding manufacturing and assembly capacity and increasing production;
. developing our sales and marketing infrastructure and capabilities;
° identifying, attracting and retaining qualified personnel in our areas of activity;
. hiring, training, managing and supervising our personnel; and
. continuous compliance with regulatory and quality assurance requirements.
We cannot be certain that our systems, controls, infrastructure and personnel will be adequate to support our future operations. Any failure to effectively manage our growth could

impede our ability to successfully develop, market and sell our products and our business will be harmed.
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If we are successful in our effortsto market and sell Renaissance outside of the United States, we will be subject to variousrisksrelating to our international activities, which could
adversely affect our business and financial results.

We are continuing to pursue international markets for the sale of our products and, as of December 31, 2013, there were 63 SpineAssist and Renai ssance systems installed in the United
States, Europe and Asia. Asaresult of these efforts and sales, we are exposed to risks separate and distinct from those we face in our U.S. operations. Our international business may be
adversely affected by changing economic conditionsin foreign countries. In addition, because international sales would most likely be denominated in the functional currency of the country
where the product is being shipped, increases or decreasesin the value of the U.S. dollar relative to foreign currencies could affect our results of operations. Engaging in international business
inherently involves anumber of other difficulties and risks, including:

. approval of product submissions with healthcare systems outside the United States;

. gathering the clinical datathat may be required for product submissions with healthcare systems outside the United States,

. import restrictions and controls and other government regulation relating to technology;

. pricing pressures that we may experience internationally;

. the availability and level of reimbursement within prevailing foreign healthcare payment systems;

. compliance with existing and changing applicable foreign regulatory laws and requirements, including but not limited to the European Medical Device Directive (Council

Directive 93/42/EEC), the U.S. Foreign Corrupt Practices Act of 1977, or FCPA, and the U.K. Bribery Act;

. foreign laws and business practices favoring local companies;
. longer payment cycles; and
. shipping delays.

Our exposure to each of these risks may increase our costs, impair our ability to market and sell our products and require significant management attention, resulting in harm to our
business and financial results.

Our Renaissance system is used mainly for vertebral fixation procedures during thoracic-lumbar spinal fusion surgeries. Should the standard of care change and these procedures be
abandoned as the treatment of choice for the current indications, it might negatively affect our business.

According to the Orthopedic Network News report dated October 2013, an estimated 380,000 thoracic-lumbar fusion surgeries were performed in the United States during 2013. These
surgeries are the standard of carein several common spinal pathologies. However, new treatment methods continue to be innovated, such as motion preserving techniques and devices that
might not be benefitted by the use of Renaissance during such surgical procedures. In such acase, the appeal to surgeonsin using Renaissance could be diminished and have a negative effect
on our business performance.

We may face both reputational and SEC enforcement risks with respect to conflict minerals obligations.

The SEC has adopted disclosure requirements under section 102 of the Dodd-Frank Wall Street Reform and Consumer Protection Act regarding the source of certain minerals for which
such conflict minerals are necessary to the functionality or production of a product manufactured, or contracted to be manufactured which are mined from the Democratic Republic of Congo, and
adjoining countries, including: Sudan, Uganda, Burundi, United Republic of Tanzania, Zambia, Angola, and Central African Republic. These rules require reporting companiesto file a conflict
minerals report as an exhibit to a Form SD report with the SEC. The conflict minerals report is required to set out the due diligence efforts and procedures exercised on the source and chain of
custody of such conflict minerals, in accordance with internationally recognized due diligence framework, and a description of the our products containing such conflict minerals. Although we
expect that we will be able to comply with the requirements of any rules promulgated by the SEC and file our first report by May 31, 2014, asrequired, in preparing to do so we are dependent
upon the implementation of new systems and processes and information supplied by certain suppliers of products that contain, or potentially contain, conflict minerals. Such preparation may be
costly. To the extent that the information that we receive from our suppliersisinaccurate or inadequate or our processes in obtaining that information do not fulfill the SEC's requirements, we
could face both reputational and SEC enforcement risks.
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Risks Related to Our Intellectual Property

If we, or the other parties from whom we license intellectual property, are unable to secure and maintain patent or other intellectual property protection for the intellectual property used in
our products, our ability to compete will be harmed.

Our commercial success depends, in part, on obtaining and maintaining patent and other intellectual property protection for the technologies used in our products. The patent positions
of medical device companies, including ours, can be highly uncertain and involve complex and evolving legal and factual questions. Furthermore, we presently license intellectual property from
other parties, and we might in the future opt to license additional intellectual property from other parties. If we, or the other parties from whom we licensee or would license intellectual property,
fail to obtain and maintain adequate patent or other intellectual property protection for intellectual property used in our products, or if any protection is reduced or eliminated, others could use
theintellectual property used in our products, resulting in harm to our competitive business position. In addition, patent and other intellectual property protection may not provide uswith a
competitive advantage against competitors that devise ways of making competitive products without infringing any patents that we own or have rightsto.

U.S. patents and patent applications may be subject to interference proceedings, and U.S. patents may be subject to re-examination proceedingsin the U.S. Patent and Trademark Office.
Foreign patents may be subject to opposition or comparabl e proceedings in the corresponding foreign patent offices. Any of these proceedings could result in loss of the patent or denial of the
patent application, or loss or reduction in the scope of one or more of the claims of the patent or patent application. Changesin either patent laws or in interpretations of patent laws may also
diminish the value of our intellectual property or narrow the scope of our protection. Interference, re-examination and opposition proceedings may be costly and time consuming, and we, or the
other parties from whom we might potentially license intellectual property, may be unsuccessful in defending against such proceedings. Thus, any patents that we own or might license may
provide limited or no protection against competitors. In addition, our pending patent applications and those we may filein the future may have claims narrowed during prosecution or may not
result in patents being issued. Even if any of our pending or future applications are issued, they may not provide us with adequate protection or any competitive advantages. Our ability to
develop additional patentable technology is also uncertain.

Non-payment or delay in payment of patent fees or annuities, whether intentional or unintentional, may also result in the loss of patents or patent rightsimportant to our business.
Many countries, including certain countriesin Europe, have compulsory licensing laws under which a patent owner may be compelled to grant licenses to other parties. In addition, many
countries limit the enforceability of patents against other parties, including government agencies or government contractors. In these countries, the patent owner may have limited remedies,
which could materially diminish the value of the patent. In addition, the laws of some foreign countries do not protect intellectual property rights to the same extent as do the laws of the United
States, particularly in the field of medical products and procedures. Among these countriesis Chinawhere we have sales pursuant to a distribution agreement with alocal distributor.

If we are unable to prevent unauthorized use or disclosure of our proprietary trade secrets and unpatented know-how, our ability to compete will be harmed.

Proprietary trade secrets, copyrights, trademarks and unpatented know-how are also very important to our business. We rely on acombination of trade secrets, copyrights, trademarks,
confidentiality agreements and other contractual provisions and technical security measures to protect certain aspects of our technology, especially where we do not believe that patent
protection is appropriate or obtainable. We require our employees and consultants to execute confidentiality agreementsin connection with their employment or consulting relationships with us.
We also require our employees and consultants to disclose and assign to us all inventions conceived during the term of their employment or engagement while using our property or which relate
to our business. We also have taken precautions to initiate reasonabl e saf eguards to protect our information technology systems. However, these measures may not be adequate to safeguard
our proprietary intellectual property and conflicts may, nonetheless, arise regarding ownership of inventions. Such conflicts may lead to the loss or impairment of our intellectual property or to
expensive litigation to defend our rights against competitors who may be better funded and have superior resources. Our employees, consultants, contractors, outside clinical collaborators and
other advisors may unintentionally or willfully disclose our confidential information to competitors. In addition, confidentiality agreements may be unenforceable or may not provide an adequate
remedy in the event of unauthorized disclosure. Enforcing a claim that athird party illegally obtained and is using our trade secrets is expensive and time consuming, and the outcomeis
unpredictable. Moreover, our competitors may independently devel op equivalent knowledge, methods and know-how. Unauthorized parties may also attempt to copy or reverse engineer certain
aspects of our products that we consider proprietary. Asaresult, other parties may be able to use our proprietary technology or information, and our ability to competein the market would be
harmed.
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We could become subject to patent and other intellectual property litigation that could be costly, result in the diversion of management’s attention, require usto pay damages and force us
to discontinue selling our products.

The medical deviceindustry is characterized by competing intellectual property and a substantial amount of litigation over patent and other intellectual property rights. In particular, the
fields of orthopedic implants, computer-assisted surgery, or CAS, systems, and robotics are well established and crowded with the intellectual property of competitors and others. A number of
companiesin our market, aswell as universities and research institutions, have been issued patents and have filed patent applications which relate to the use of CAS.

Determining whether a product infringes a patent involves complex legal and factual issues, and the outcome of a patent litigation action is often uncertain. We have not conducted an
extensive search of patentsissued or assigned to other parties, including our competitors, and no assurance can be given that patents containing claims covering our products, parts of our
products, technology or methods do not exist, have not been filed or could not be filed or issued. Because of the number of patentsissued and patent applicationsfiled in our technical areas, our
competitors or other parties may assert that our products and the methods we employ in the use of our products are covered by U.S. or foreign patents held by them. In addition, because patent
applications can take many years to issue and because publication schedul es for pending applications vary by jurisdiction, there may be applications now pending of which we are unaware and
which may result in issued patents which our current or future products infringe. Also, because the claims of published patent applications can change between publication and patent grant,
there may be published patent applications that may ultimately issue with claims that we infringe. There could also be existing patents that one or more of our products or parts may infringe and
of which we are unaware. As the number of competitorsin the market for computer and robotic-assisted surgery grows, and as the number of patentsissued in this area grows, the possibility of
patent infringement claims against us increases. In certain situations, we may determinethat it isin our best interests or their best interests to voluntarily challenge a party’s products or patents
in litigation or other proceedings, including patent interferences or re-examinations. As aresult, we may becomeinvolved in litigation that could be costly, result in diversion of management’s
attention, require us to pay damages and force us to discontinue selling our products.

Infringement actions and other intellectual property claims and proceedings brought against or by us, whether with or without merit, may cause us to incur substantial costs and could
place asignificant strain on our financial resources, divert the attention of management from our business and harm our reputation. Some of our competitors may be able to sustain the costs of
complex patent or intellectual property litigation more effectively than we can because they have substantially greater resources.

We cannot be certain that we will successfully defend against allegations of infringement of patents and intellectual property rights of others. In the event that we become subject to a
patent infringement or other intellectual property lawsuit and if the other party’s patents or other intellectual property were to be upheld as valid and enforceable and we were to be found to
infringe the other party’s patents or violate the terms of alicense to which we are a party, we could be required to pay damages. We could also be prevented from selling our products unless we
could obtain alicense to use technology or processes covered by such patents or were able to redesign the product to avoid infringement. A license may not be available at all or on
commercially reasonable terms or we may not be able to redesign our products to avoid infringement. Modification of our products or development of new products could require us to conduct
clinical trials and to revise our filings with the FDA and other regulatory bodies, which would be time consuming and expensive. In these circumstances, we may be unable to sell our products at
competitive prices or at all, and our business and operating results could be harmed.
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On August 14, 2013, we received aletter from Neutar, L.L.C., or Neutar, advising that Neutar believes that we use technology that is protected by United States Patent No. 6,529,765 for
“Instrument and Actuated Guidance Fixture for Stereotactic Surgery” and United States Patent No. 6,298,262 for “Instrument Guidance for Stereotactic Surgery”, which are allegedly owned by
Neutar, and that our Spine Assist miniature robot infringes the above-referenced patents. On or about March 17, 2014, we learned that three days earlier, on March 14, 2014, Neutar sued both
Mazor Robotics Ltd. and Mazor Robotics Inc. for patent infringement. The suit, which has not been served on us, claims that our Renai ssance system product and associated clamp mount
infringe three patents that Neutar claims it owns. The complaint seeks unspecified royalties and damages and injunctive relief. After investigations and consultations, we believe that the
asserted claims of the above mentioned patents are not infringed by us, and/or those claims are invalid, and intend to vigorously defend against the suit. At this preliminary stage, however, it is
impossible for us to estimate the probability of an adverse outcome or the effect of an adverse outcome on our business, if any.

Our product development islimited by existing intellectual property owned by other companies. Our development of new generations of our products might depend on licensing of such
intellectual property.

Aswe enhance our current product offerings and develop new ones, we may find it advisable or necessary to seek licenses from other parties who hold patents covering technology or
methods necessary for the development of our products. If we cannot obtain these licenses, we could be forced to design around those patents at additional cost or abandon the product
altogether. Asaresult, our ability to grow our business and compete in the market may be harmed.

We may be subject to damages resulting from claims that our employees or we have wrongfully used or disclosed alleged trade secrets of their former employers.

Many of our employees were previously employed at universities or other medical device companies, including our competitors or potential competitors. We could in the future be
subject to claims that these employees, or we, have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers. Litigation may be
necessary to defend against these claims. If we fail in defending against such claims, a court could order usto pay substantial damages and prohibit us from using technol ogies or features that
are essential to our products, if such technologies or features are found to incorporate or be derived from the trade secrets or other proprietary information of the former employers. An inability
to incorporate technologies or features that are important or essential to our products would have amaterial adverse effect on our business, and may prevent us from selling our products. In
addition, we may lose valuable intellectual property rights or personnel. A loss of key research personnel or their work product could hamper or prevent our ability to commercialize certain
potential products, which could severely harm our business. Even if we are successful in defending against these claims, such litigation could result in substantial costs and be a distraction to
management. Incurring such costs could have amaterial adverse effect on our financial condition, results of operations and cash flow.

25




Risks Related to Regulatory Compliance
I1f wefail to comply with the extensive government regulationsrelating to our business, we may be subject to fines, injunctions and other penalties that could harm our business.

Our medical device products and operations are subject to extensive regulation by the FDA, pursuant to the Federal Food, Drug, and Cosmetic Act, or FDCA, and various other federal,
state and foreign governmental authorities. Government regulations and requirements specific to medical devices are wide ranging and govern, among other things:

. design, development and manufacturing;
° testing, labeling and storage;

. clinical trials,

. product safety;

° marketing, sales and distribution;

° premarket clearance or approval;

° record keeping procedures;

. advertising and promotions;

. recalls and field corrective actions;

. post-market surveillance, including reporting of deaths or seriousinjuries and malfunctions that, if they were to recur, could lead to death or seriousinjury; and
° product import and export.
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In the United States, before we can market anew medical device, or anew use of, or claim for, or significant modification to, an existing product, we must first receive either premarket
clearance under Section 510(k) of the FDCA, or approval of aPMA from the FDA, unless an exemption applies. In the 510(k) marketing clearance process, the FDA must determine that a
proposed deviceis“ substantially equivalent” to alegally marketed device, known asa*“predicate” device, with respect to intended use, technology and safety and effectiveness, in order to
clear the proposed device for marketing. Bench tests, pre-clinical and/or clinical data are sometimes required to support substantial equivalence. The PMA approval pathway requires an
applicant to demonstrate the safety and effectiveness of the device based, in part, on data obtained in clinical trials. Both of these processes can be expensive and lengthy and entail significant
fees, unless exempt. The FDA’s 510(k) marketing clearance process usually takes from three to 12 months, but it can last longer. The process of obtaining PMA approval is much more costly and
uncertain than the 510(k) marketing clearance process. It generally takes from one to three years, or even longer, from the time the PMA application is submitted to the FDA, until an approval is
obtained. There is no assurance that we will be able to obtain FDA clearance or approval for any of our new products on atimely basis, or at all.

In the United States, our currently commercialized products have received pre-market clearance under Section 510(k) of the FDCA. If the FDA requires us to go through alengthier, more
rigorous examination for future products or modifications to existing products than we had expected, our product introductions or modifications could be delayed or canceled, which could cause
our sales to decline. In addition, the FDA may determine that future products will require the more costly, lengthy and uncertain PMA process. Although we do not currently market any devices
under PMA, the FDA may demand that we obtain aPMA prior to marketing certain of our future products.

In addition, the FDA may change its clearance and approval policies, adopt additional regulations or revise existing regulations, or take other actions which may prevent or delay
approval or clearance of our products under development or impact our ability to modify our currently cleared products on atimely basis. For example, in response to industry and healthcare
provider concerns regarding the predictability, consistency and rigor of the 510(k) regulatory pathway, the FDA initiated an evaluation of the program, and in January 2011, announced several
proposed actions intended to reform the review process governing the clearance of medical devices. The FDA intends these reform actions to improve the efficiency and transparency of the
clearance process, as well as bolster patient safety. In addition, as part of the Food and Drug Administration Safety and Innovation Act, or FDASIA, Congress reauthorized the Medical Device
User Fee Amendments with various FDA performance goal commitments and enacted several “Medical Device Regulatory Improvements” and miscellaneous reforms which are further intended
to clarify and improve medical device regulation both pre- and post-approval.

Even after we have obtained the proper regulatory clearance or approval to market a product, we have ongoing responsibilities under FDA regulations. The failure to comply with
applicable regulations could jeopardize our ability to sell our products and result in enforcement actions such as:

. warning letters;

. fines;

° injunctions;

. civil pendlties;

. termination of distribution;

. recalls or seizures of products;

. delaysin theintroduction of products into the market;
. total or partial suspension of production;
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° refusal to grant future clearances or approvals;
. withdrawals or suspensions of current clearances or approvals, resulting in prohibitions on sales of our products; and
. in the most serious cases, criminal penalties.

Any of these sanctions could result in higher than anticipated costs or lower than anticipated sales and have amaterial adverse effect on our reputation, business, results of operations
and financial condition.

Modifications to our currently FDA-cleared products or the introduction of new products may require new regulatory clearances or approvals or require usto recall or cease marketing
our current products until clearances or approvals are obtained.

Our Renaissance system has received marketing clearance from the FDA based on 510(k) applications. See “ Item 4. Information on the Company — B. Business Overview — Regulatory
Requirements of the U.S. Food and Drug Administration.” We have not been required by the FDA to obtain PMA nor to conduct any clinical trialsin support of these applications.
Modifications to our products, however, may require new regulatory approvals or clearances or require usto recall or cease marketing the modified products until these clearances or approvals
are obtained. Any modification to one of our 510(k) cleared products that would constitute amajor change in itsintended use, or any change that could significantly affect the safety or
effectiveness of the device would require usto obtain anew 510(k) marketing clearance and may even, in some circumstances, require the submission of aPMA application, if the change raises
complex or novel scientific issues or the product has a new intended use. The FDA requires every manufacturer to make the determination regarding the need for anew 510(k) submission in the
first instance, but the FDA may review any manufacturer’s decision. The latest 510(k) marketing clearance expands the indication for use of Renaissance to brain surgeries, an application which
has not yet been commercially released. We may continue to make additional modifications in the future to Renaissance without seeking additional clearances or approvalsif we believe such
clearances or approvals are not necessary. It is expected that the FDA will introduce stringent new changes to existing policy and practices regarding the assessment of whether anew 510(k) is
required for changes or modifications to existing devices. For example, in response to industry and healthcare provider concerns regarding the predictability, consistency and rigor of the 510(k)
regulatory pathway, the FDA initiated an evaluation of the program, and in January 2011, announced several proposed actionsintended to reform the review process governing the clearance of
medical devices. Most recently, on July 9, 2012 FDASIA was enacted which, among other requirements, obligates the FDA to prepare areport for Congress on the FDA’s approach for
determining when a new 510(k) will be required for modifications or changesto a previously cleared device. After submitting this report, the FDA is expected to issue revised guidance to assist
device manufacturers in making this determination. Until then, manufacturers may continue to adhere to the FDA's 1997 guidance on this topic when making a determination as to whether or not
anew 510(k) isrequired for achange or modification to adevice, but the practical impact of the FDA's continuing scrutiny of these issues remains unclear. If the FDA disagrees with our past or
future decisions not to seek anew 510(k) for changes or modifications to existing devices and requires new clearances or approvals, we may be required to recall and stop marketing our products
as modified, which could require us to redesign our products, conduct clinical trials to support any modifications, and pay significant regulatory fines or penalties. In addition, the FDA may not
approve or clear our products for the indications that are necessary or desirable for successful commercialization or could require clinical trials to support any modifications. Any delay or failure
in obtaining required clearances or approvals would adversely affect our ability to introduce new or enhanced productsin atimely manner, which in turn would harm our future growth. Any of
these actions would harm our operating results.

Moreover, clearances and approvals are subject to continual review, and the later discovery of previously unknown problems can result in product labeling restrictions or withdrawal of

the product from the market. The loss of previously received approvals or clearances, or the failure to comply with existing or future regulatory requirements could reduce our sales, profitability
and future growth prospects.
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We are currently required by the FDA to refrain from using certain termsto label and market our products, which could harm our ability to market and commercialize our current or future
products.

The FDA’s 510(k) clearances include a specification of aproduct’sindication for use, and also authorize specific labeling and marketing claims and language in promotional materials for
the U.S. market. Failure to conform with the specific cleared labeling of our product or the use of the term Robot in our product or corporate promotional material would be considered mislabeling
or off-label promotion which might lead to:

. untitled letters, warning letters, fines, injunctions, consent decrees and civil penalties;

. customer notifications, refunds, detention or seizure of our products;

. refusing or delaying requests for 510(k) marketing clearance or PMA approvals of new products or modified products;
. withdrawing 510(k) marketing clearances or PMA approvals that have already been granted;

. refusing to provide Certificates for Foreign Government;

. refusing to grant export approval for our products; or

. pursuing criminal prosecution.

Any of these sanctions could impair our ability to produce our products in a cost-effective and timely manner in order to meet our customers demands. We may also be required to bear
other costs or take other actions that may have a negative impact on our future sales and financial condition.

We may inadvertently breach government and contractual privacy laws and obligations.

In the course of performing our business, we obtain certain confidential patient health information, such as patient names and dates of Renaissance procedures. In the event of an
inadvertent disclosure, we could be subject to enforcement measures, including civil and criminal penalties and fines for violations of the privacy or security standards, such asthe Health
Insurance Portability and Accountability Act of 1996, or HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009, or HITECH, and their
respective implementing regulations, including the final omnibus rule published on January 25, 2013, or subject to violation of contractual claims of customers.

Failureto obtain regulatory approval in additional foreign jurisdictionswill prevent us from expanding the commercialization of our products abroad.

To be able to market and sell our products in most countries other than the United States, we must obtain regul atory approvals and comply with the regul ations of those countries.
These regulations, including the requirements for approval's and the time required for regulatory review, vary from country to country. Clearance or approval by the FDA does not ensure
approval by regulatory authoritiesin other countries or jurisdictions, and approval by one foreign regulatory authority does not ensure approval by regulatory authoritiesin other foreign
countries or by the FDA. The foreign regulatory approval process may include all of the risks associated with obtaining FDA clearance or approval. Obtaining and maintaining foreign regulatory
approvals are expensive, and we cannot be certain that we will receive regulatory approvalsin any foreign country in which we plan to market our products, on atimely basis, if at al. If we fail to
obtain or maintain regulatory approval in any foreign country in which we plan to market our products on atimely basis, or at all, our ability to generate revenue will be harmed.

Aswe modify existing products or develop new productsin the future, including new accessories, we apply for permission to affix to such products a European Union CE mark, whichis
alegal requirement for medical devicesintended for salein the European Union. In addition, we will be subject to annual regulatory auditsin order to maintain those CE mark permissions. We do
not know whether we will be able to continue to affix the CE mark for new or modified products or that we will continue to meet the quality and safety standards required to maintain the
permissions we have already received. If we are unable to maintain permission to affix the CE mark to our products, we will no longer be able to sell our productsin member countries of the
European Union or other areas of the world that require CE marking for the marketing and distribution of medical devices.
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If we or our third-party manufacturersor suppliersfail to comply with the FDA’s Quality System Regulation, our manufacturing operations could be interrupted and our product sales and
operating results could suffer.

We and some of our third-party manufacturers and suppliers are required to comply with the FDA’s Quality System Regulation, or QSR, which covers the methods and documentation
of the design, testing, production, control, quality assurance, labeling, packaging, sterilization, storage and shipping of our products. We and our manufacturers and suppliers are also subject to
the regulations of foreign jurisdictions regarding the manufacturing process if we or our distributors market our products abroad. We continue to monitor our quality management in order to
improve our overall level of compliance. Our facilities are subject to periodic and unannounced inspection by U.S. and foreign regul atory agencies to audit compliance with the QSR and
comparable foreign regulations. If our facilities or those of our manufacturers or suppliers are found to bein violation of applicable laws and regulations, or if we or our manufacturers or suppliers
fail to take satisfactory corrective action in response to an adverse inspection, the regulatory authority could take enforcement action, including any of the following sanctions:

. untitled letters, warning letters, fines, injunctions, consent decrees and civil penalties;

. customer notifications or repair, replacement, refunds, detention or seizure of our products;

. operating restrictions or partial suspension or total shutdown of production;

° refusing or delaying requests for 510(k) marketing clearance or PMA approvals of new products or modified products;
. withdrawing 510(k) marketing clearances or PMA approvals that have already been granted;

. refusing to provide Certificates for Foreign Government;

. refusing to grant export approval for our products; or

. pursuing criminal prosecution.

Any of these sanctions could impair our ability to produce our products in a cost-effective and timely manner in order to meet our customers' demands, and could have a material
adverse effect on our reputation, business, results of operations and financial condition. We may also be required to bear other costs or take other actions that may have a negative impact on
our future sales and our ability to generate profits.

Our products may in the future be subject to product actions that could harm our reputation, business operations and financial results.

Manufacturers may, on their own initiative, initiate actions, including a non-reportable market withdrawal or areportable product recall, for the purpose of correcting a material
deficiency, improving device performance, or other reasons. Additionally, the FDA and similar foreign health or governmental authorities have the authority to require an involuntary recall of
commercialized productsin the event of material deficiencies or defectsin design, manufacturing or labeling or in the event that a product poses an unacceptable risk to health. In the case of the
FDA, the authority to require arecall must be based on an FDA finding that there is a reasonabl e probability that a device intended for human use would cause serious, adverse health
consequences or death. In addition, foreign governmental bodies have the authority to require the recall of our productsin the event of material deficiencies or defectsin design or manufacture.
Product actions involving any of our products would divert managerial and financial resources and have an adverse effect on our financial condition and results of operations.

Companies are required to maintain certain records of actions, even if they determine such actions are not reportable to the FDA. If we determine that certain actions do not require
notification of the FDA, the FDA may disagree with our determinations and require us to report those actions as recalls. A future recall announcement could harm our reputation with customers
and negatively affect our sales. In addition, the FDA could take enforcement action for failing to report the recalls when they were conducted or failing to timely report or initiate areportable
product action.
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Depending on the corrective action we take to redress a product’s deficiencies or defects, the FDA may require, or we may decide, that we will need to obtain new approvals or
clearances for the device before we may market or distribute the corrected device. Seeking such approvals or clearances may delay our ability to replace the recalled devicesin atimely manner.
Moreover, if we do not adequately address problems associated with our devices, we may face additional regulatory enforcement action, including FDA warning letters, product seizure,
injunctions, administrative penalties, or civil or criminal fines.

If our products, or malfunction of our products, cause or contribute to a death or a seriousinjury, we will be subject to medical device reporting regulations, which can result in voluntary
corrective actions or agency enforcement actions.

Under FDA regulations, we are required to report to the FDA any incident in which our product may have caused or contributed to adeath or seriousinjury or in which our product
malfunctioned and, if the malfunction were to recur, would likely cause or contribute to death or seriousinjury. In addition, all manufacturers placing medical devicesin European Union markets
arelegally bound to report any serious or potentially serious incidents involving devices they produce or sell to the relevant authority in whose jurisdiction the incident occurred. We anticipate
that in thefutureitislikely that we may experience events that would require reporting to the FDA pursuant to the MDR regulations. Any adverse event involving our products could result in
future voluntary corrective actions, such as product actions or customer notifications, or agency actions, such as inspection, mandatory recall or other enforcement action. Any corrective
action, whether voluntary or involuntary, aswell as defending ourselvesin alawsuit, will require the dedication of our time and capital, distract management from operating our business, and
may harm our reputation and financial results.

In addition, as the frequency of use of Renaissance increases and our business continues to grow, we may experience an increase in the number of incidents that could lead to MDR
reports which we might need to file. The decision to filean MDR involves ajudgment by us as the manufacturer. We have made decisions that certain types of events are not reportable under
the MDR regulations; however, there can be no assurance that the FDA will agree with our decisions. If we fail to report MDRs to the FDA within the required timeframes, or at al, or if the FDA
disagrees with any of our determinations regarding the reportability of certain events, the FDA could take enforcement actions against us, which could have an adverse impact on our reputation
and financial results.

We may be subject to fines, penalties or injunctionsif we are determined to be promoting the use of our products for unapproved or “ off-label” uses, resulting in damage to our reputation
and business.

Our promotional materials and training methods must comply with FDA and other applicable laws and regulations, including the prohibition of the promotion of amedical devicefor a
use that has not been cleared or approved by FDA. Use of adevice outside its cleared or approved indicationsis known as “ off-label” use. Physicians may use our products off-label, asthe
FDA does not restrict or regulate a physician’s choice of treatment within the practice of medicine. If the FDA determines that our promotional materials or training constitutes promotion of an
off-label use, it could request that we modify our training or promotional materials or subject usto regulatory or enforcement actions, which could have an adverse impact on our reputation and
financial results. In addition, any FDA action could trigger scrutiny by other federal and state regulatory agencies. Such scrutiny could also occur, regardless of FDA action.
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We may be subject to fines, penalties, or licensure requirements, or legal liability, if it is determined that our Renaissance clinical salesrepresentatives and other employees are practicing
medicine without alicense.

State laws prohibit the practice of medicine without alicense. Our clinical sales representatives, or CSRs, provide preoperative and intraoperative clinical and technical support to our
customers, including assistance setting up the equipment, participation in the preoperative planning process, and facilitation of the surgeon’s use of Renaissance during surgery. We do not
believe that our CSRs are engaged in the practice of medicine, but rather are assisting our customersin the safe and proper usage of our equipment and products. Neverthel ess, agovernmental
authority or individual actor could allege the activities of our CSRsto constitute the practice of medicine. A state may seek to have us discontinue the services provided by our CSRs or subject
usto fine, penalties or licensure requirements. Any determination that our CSRs are practicing medicine without alicense may result in significant liability to us.

The application of state certificate of need regulations could substantially limit our ability to sell our products and grow our business.

Some states require healthcare providers to obtain a certificate of need or similar regulatory approval prior to the acquisition of high-cost capital equipment such as Renaissance. In
some states, the process required of our customersto obtain this certificate is lengthy and could result in alonger sales cycle for Renaissance. Further, in many cases, only alimited number of
these certificates are available. Asaresult, our customers may be unable to obtain a certificate of need for the purchase of our Renaissance system which could cause our salesto decline.

Federal regulatory reforms may adversely affect our ability to sell our products profitably.

From time to time, legislation is drafted and introduced in Congress that could significantly change the statutory provisions governing the clearance or approval, manufacture and
marketing of amedical device. In addition, FDA regulations and guidance are often revised or reinterpreted by the FDA in ways that may significantly affect our business and our products. It is
impossible to predict whether legislative changes will be enacted or FDA regulations, guidance or interpretations changed, and what the impact of such changes, if any, may be.

Without limiting the generality of the foregoing, Congress has enacted, and the President signed into law, the Food and Drug Administration Amendments Act of 2007, or the
Amendments. This law requires, among other things, that the FDA propose, and ultimately implement, regulations that will require manufacturersto label medical devices with unique identifiers
unless awaiver isreceived from the FDA. Once implemented, compliance with those regul ations may require us to take additional stepsin the manufacture of our products and labeling. These
steps may require additional resources and could be costly. In addition, the Amendments will require us to, among other things, pay annual establishment registration fees to the FDA for each of
our FDA registered facilities and certify to theclinical trial reporting provisions contained in the Amendments.

We may be subject, directly or indirectly, to federal and state healthcare regulations and could face substantial penaltiesif we are unableto fully comply with such regulations and laws.

While we do not control referrals of healthcare services or bill directly to Medicare, Medicaid or other third-party payors, many healthcare laws and regul ations apply to our business.
For example, we could be subject to patient privacy regulation and enforcement by both the federal government and the states in which we conduct our business. There are multiple healthcare
laws and regulations that may affect our ability to operate. New laws and regulations are being continually proposed. For example, the PPACA imposes new reporting and disclosure
requirements on device manufacturers for any “transfer of value” made or distributed to physicians and teaching hospitals. Device manufacturers were required to begin collecting dataon
August 1, 2013, register with CMS by March 31, 2014 and will be required to submit certain reportsto CM S by May 30, 2014 (and the 90th day of each subsequent calendar year). The
implementation of the infrastructure to comply with these bills and regulations could be costly and any failure to provide the required information may result in civil monetary penalties. There are
also anumber of states that require the establishment of healthcare compliance programs or reporting of certain compensation or benefits provided to healthcare professionals. See “ Item 4.
Information on the Company — B. Business Overview — Fraud and Abuse Laws - Anti-Kickback Statutes and Federal False Claims Act.”

Theimplementation of the reporting and disclosure obligations of the Physician Payment Sunshine Act, which is part of the Affordable Care Act of 2010, could adversely affect our
business.

The implementation of the reporting and disclosure obligations of the Physician Payment Sunshine Act, which is part of the Affordable Care Act of 2010, or the Sunshine Act, could
adversely affect our business.

The Sunshine Act has imposed new reporting and disclosure requirements for drug and device manufacturers with regard to payments or other transfers of value made to certain
practitioners (including physicians, dentists and teaching hospitals), and for such manufacturers and for group purchasing organizations, with regard to certain ownership interests held by
physiciansin the reporting entity. On February 1, 2013, CM S released the final rule to implement the Sunshine Act. Under thisrule, data collection activities began on August 1, 2013, and first
disclosure reports were due by March 31, 2014 for the period August 1, 2013 through December 31, 2013. Asrequired under the Sunshine Act, CM S will publish information from these reports on
apublicly available website, including amounts transferred and physician, dentist and teaching hospital identities, which according to CMSwill be available to the public by September 30, 2014.
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Thefinal ruleimplementing the Sunshine Act is complex, ambiguous, and broad in scope. Accordingly, we are required to collect and report detailed information regarding certain
financial relationships we have with physicians, dentists and teaching hospitals. It is difficult to predict how the new requirements may impact existing relationships among manufacturers,
distributors, physicians, dentists and teaching hospitals. The Sunshine Act preempts similar state reporting laws, although we or our subsidiaries may be required to continue to report under
certain of such state laws. While we expect to have substantially compliant programs and controlsin place to comply with the Sunshine Act requirements, and we have already started our initial
registration with CMS, our compliance with the new final rule imposes additional costson us.

I1f wefail to comply with federal or state anti-kickback laws, we could be subject to criminal and civil penalties, 1oss of licenses and exclusion from Medicare, Medicaid and other federal
and state healthcare programs, which could have a material adverse effect on our business, financial condition and results of operations.

Section 1128B(b) of the Social Security Act, or the SSA, commonly referred to asthe “ Anti-Kickback Statute,” prohibits the offer, payment, solicitation or receipt of any form of
remuneration in return for referring, ordering, leasing, purchasing or arranging for or recommending the ordering, purchasing or leasing of items or services payable by the Medicare and
Medicaid programs or any other federally funded healthcare program. The Anti-Kickback Statute is very broad in scope, and many of its provisions have not been uniformly or definitively
interpreted by courts or regulations.

We have arrangements with surgeons, hospitals and other entities which may be subject to scrutiny. For example, we have consulting agreements with spine surgeons and
neurosurgeons using or considering the use of our present and future Renai ssance system, for assistance in product development, and professional training and education, among other things.
Payment for some of these consulting services has been in the form of stock options rather than per hour or per diem amounts that would require verification of time worked. We may continuein
the future to make payment for these consulting servicesin the form of royalties or also possibly in the form of part-time employment. In addition, various agencies may view these arrangements
with our customers, including the provision of marketing grants to customers for the purposes of training surgeons and the provision of accessories at no charge or discounted prices with the
purchase of our Renaissance system as not fully complying with federal and state fraud and abuse laws. To the extent we are found to not be in compliance, we could face potentially significant
fines and penaltiesin addition to other more significant sanctions and we may be required to restructure our operations.

Violations of the Anti-Kickback Statute and similar state laws may result in significant fines, imprisonment and exclusion from the Medicare, Medicaid and other federal or state
healthcare programs. Such fines and exclusion could have a material adverse effect on our business, financial condition and results of operations. While we believe that our arrangements with
physician consultants in product development and product training and education do not violate the law, there can be no assurance that federal or state regulatory authorities will not challenge
these arrangements under anti-kickback laws. See“ Item 4. Information on the Company B. Business Overview — Fraud and Abuse Laws - Anti-Kickback Statutes and Federal False ClaimsAct.”

The orthopedic medical deviceindustry is, and in recent years has been, under heightened scrutiny.
The orthopedic medical deviceindustry is, and in recent years has been, under heightened scrutiny as the subject of government investigations and enforcement actionsinvolving

manufacturers who allegedly offered unlawful inducements to potential or existing customersin an attempt to procure their business, specifically including arrangements with physician
consultants.
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If our operations are found to bein violation of any of the laws described above or any other governmental regulations that apply to us, including the FCPA, we may be subject to
pendlties, including civil and criminal penalties, damages, fines, exclusion from the Medicare and Medicaid programs and the curtailment or restructuring of our operations. Any penalties,
damages, fines, exclusions, curtailment or restructuring of our operations could adversely affect our ability to operate our business and our financial results. The risk of our being found in
violation of these lawsisincreased by the fact that many of these laws are broad and their provisions are open to avariety of interpretations. Any action against us for violation of these laws,
even if we successfully defend against it, could cause us to incur significant legal expenses and divert our management’s attention from the operation of our business. If the surgeons or other
providers or entities with whom we do business are found to be non-compliant with applicable laws, they may be subject to sanctions, which could also have a negative impact on our business.

Risks Relating Primarily to Our Location in | srael
Our headquarters and other significant operationsarelocated in I srael and, therefore, our results may be adversely affected by military instability in I srael.

Our executive offices are located in I srael. In addition, the majority of our officers and directors are residents of Israel. Accordingly, geopolitical and/or military conditionsin Israel and
itsregion may directly or indirectly affect our business. Since the establishment of the State of Israel in 1948, anumber of armed conflicts have taken place between Israel and its neighboring
countries. Any hostilitiesinvolving Israel or the interruption or curtailment of trade between Israel and itstrading partners could adversely affect our operations and results of operations. During
November 2012, Israel was engaged in an armed conflict with amilitia group and political party which controls the Gaza Strip, and during the summer of 2006, |srael was engaged in an armed
conflict with Hezbollah, a L ebanese Islamist Shiite militiagroup and political party. These conflictsinvolved missile strikes against civilian targets in various parts of northern Israel, including
areas in which our employees and consultants are located, and negatively affected business conditionsin Israel. An escalation in tension and violence between Israel and the militant Hamas
movement (which controls the Gaza Strip) and other Palestinian Arab groups, culminated with Isragl’s military campaign in Gazain December 2008 and again in November 2012 in an endeavor to
prevent continued rocket attacks against Israel’s southern towns. In addition, Israel faces threats from more distant neighbors, in particular, Iran, an ally of Hezbollah and Hamas. The United
States has threatened Syria, another aly of Iran, with military action and thereisarisk that asaresult of such military confrontation, Israel will be attacked.
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Popular uprisingsin various countriesin the Middle East and North Africa are affecting the political stability of those countries. Such instability may lead to deterioration in the political
and trade relationships that exist between the State of Israel and these countries. Furthermore, several countries, principally in the Middle East, restrict doing business with Israel and Israeli
companies, and additional countries may impose restrictions on doing business with Israel and Israeli companiesif hostilitiesin the region continue or intensify. Such restrictions may seriously
limit our ability to sell our products to customersin those countries. Any hostilitiesinvolving Israel or the interruption or curtailment of trade between Israel and its present trading partners, or
significant downturnsin the economic or financial condition of Israel, could adversely affect our operations and product development, cause our revenues to decrease and adversely affect the
share price of publicly traded companies having operationsin Israel, such asus. Similarly, Israeli corporations are limited in conducting business with entities from several countries. For example,
in 2008, the I sraeli legislature provided alaw forbidding any investmentsin entities that transact business with Iran.

Any armed conflicts, terrorist activities or political instability in the region could adversely affect business conditions and could harm our results of operations and could make it more
difficult for usto raise capital. Parties with whom we do business have sometimes declined to travel to Israel during periods of heightened unrest or tension, forcing us to make alternative
arrangements when necessary in order to meet our business partners face to face.

Our commercial insurance does not cover losses that may occur as aresult of an event associated with the security situation in the Middle East. Although the Israeli government is
currently committed to covering the reinstatement value of direct damages that are caused by terrorist attacks or acts of war, we cannot assure that this government coverage will be maintained,
or if maintained, will be sufficient to compensate us fully for damages incurred. Any losses or damagesincurred by us could have a material adverse effect on our business.

Our operations may be disrupted as a result of the obligation of management or key personnel to perform military service.

Our male employees and consultantsin Israel, including members of our senior management, may be obligated to perform up to one month, and in some cases longer periods, of annual
military reserve duty until they reach the age of 45 (or older, for citizens who hold certain positionsin the I sraeli armed forces reserves), and, in the event of amilitary conflict, may be called to
active duty. In response to increasesin terrorist activity, there have been periods of significant call-ups of military reservists. It is possible that there will be similar large-scale military reserve
duty call-upsin the future. Our operations could be disrupted by the absence of a significant number of our officers, employees and consultants. Such disruption could materially adversely
affect our business and operations.

Exchange rate fluctuations between the U.S. dollar and the NI'S currencies may negatively affect our earnings.

We incur expenses both in U.S. dollars and NIS, but our financial statements are denominated in U.S. dollars. As aresult, we are exposed to the risks that the NIS may appreciate relative
tothe U.S. dollar, or the NISinstead devaluesrelative to the U.S. dollar, and theinflation rate in | srael may exceed such rate of devaluation of the NIS, or that the timing of such devaluation may
lag behind inflation in Isragl. In any such event, the U.S. dollar cost of our operationsin Israel would increase and our U.S. dollar-denominated results of operations would be adversely affected.
We cannot predict any futuretrendsin the rate of inflation in Israel or the rate of devaluation (if any) of the NIS against the U.S. dollar.

Our operations also could be adversely affected if we are unable to effectively hedge against currency fluctuationsin the future. We engage in currency hedging activities. These
measures, however, may not adequately protect us from material adverse effects due to theimpact of inflation in Israel and United States or from fluctuationsin the relative values of the dollar
and foreign currencies in which we transact business, and may result in afinancial loss. For further information, see Item 5 “ Operating and Financial Review and Prospects’ elsewherein this
annual report.
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We may become subject to claimsfor remuneration or royalties for assigned service invention rights by our employees, which could result in litigation and adversely affect our business.

We enter into agreements with our employees pursuant to which such individuals grant us all rightsto any inventions created in the scope of their employment or engagement with us.
A significant portion of our intellectual property has been developed by our employees in the course of their employment for us. Under the Israel Patents Law, 5727-1967, or the Patent Law,
inventions conceived by an employee during the scope of his or her employment with a company are regarded as “ service inventions,” which belong to the employer, absent a specific
agreement between employee and employer giving the employee service invention rights. The Patent Law also provides that in the absence of an agreement between an employer and an
employee regarding compensation for service inventions, the I sraeli Compensation and Royalties Committee, or the Committee, a body constituted under the Patent Law, shall determine whether
the employeeis entitled to remuneration for their inventions. Recent decisions by the Committee have created uncertainty in this area, asit held that employees may be entitled to remuneration
for their service inventions despite having specifically waived any such rights. Further, the Committee has not yet determined the method for cal culating this Committee-enforced remuneration.
Although our employees have agreed to assign to us invention ownership rights, we may face claims demanding remuneration in consideration for assigned inventions. As a consequence of
such claims, we could be required to pay additional remuneration or royalties to our current and/or former employees, or be forced to litigate such claims, which could otherwise negatively affect
our business.

Wereceive significant tax benefitsin | srael that may be reduced or eliminated in the future.

Our investment program in Israel has been granted “Beneficiary Enterprise” status and we are therefore eligible for significant tax benefits under the Israeli Law for the Encouragement of
Capital Investments, 1959, or the Investment Law, which was significantly amended by an amendment effective April 1, 2005, or the 2005 Amendment, and further amended by an amendment
effective January 1, 2011, or the 2011 Amendment.

For example, we are exempt from corporate tax for a period of two years and are subject to areduced corporate tax rate of between 10% and 25% for the remainder of the benefits period,
depending on the level of foreign investment in our Company in each year.

In order to remain eligible for the tax benefits of an investment program that isimplemented in accordance with the provisions of the Investment Law, referred to asan " Approved
Enterprise”, and Beneficiary Enterprise, we must continue to meet certain conditions stipulated in the Investment Law and its regulations. If we do not meet these requirements, we may not be
eligibleto receive tax benefits and we could be required to refund any tax benefits that we may receive in the future, in whole or in part, with interest. Furthermore, the tax benefits available under
the Investment Law may be terminated or reduced in the future. If these tax benefits are terminated, our Israeli taxable income would be subject to regular Israeli corporate tax rates. The standard
corporate tax rate for Israeli companiesin 2013 was 25% and as of January 1, 2014 it is 26.5%. See “ Item 10. Additional Information — E. Taxation.”

Additionally, if weincrease our activities outside of Israel (for example, through acquisitions) our expanded activities might not be eligible for inclusion in future Israeli tax benefit
programs. Finally, in the event of adistribution of adividend from the income that will be tax exempt under the Investment Law, in addition to withholding tax at arate of 15% (or areduced rate
under an applicable double tax treaty) we will be subject to tax at the corporate tax rate applicable to our Approved Enterprise’s and Beneficiary Enterprise’sincome on the amount distributed in
accordance with the reduced corporate tax applicable to such profits. See “Item 10. Additional Information — E. Taxation.”

Government authorities may question our tax positionsor transfer pricing policies or change their lawsin a manner that could increase our effective tax rate or otherwise harm our
business.

We conduct operations with our Subsidiary pursuant to transfer pricing arrangements. Transfer prices are prices that one company in agroup of related companies charges to another
member of the group for goods, services or the use of property. If two or more affiliated companies are located in different countries, the tax laws or regulations of each country generally will
require that transfer prices be the same as those between unrelated companies dealing at arms’ length and that contemporaneous documentation is maintained to support the transfer prices.
While we believe we have proper transfer pricing arrangements, our transfer pricing procedures are not binding on applicable tax authorities. Tax laws are continually changing and are subject to
the interpretation of government agencies, which from time to time review and audit our businessin the jurisdictions in which we conduct business throughout the world. If regulators challenge
our tax positions, corporate structure, transfer pricing arrangements or intercompany transfers, we may be subject to fines and payment of back taxes, our effective tax rate may increase and our
financial condition, results of operations and cash flow could be materially adversely affected.
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In the past, we received | sraeli government grantsfor certain of our research and development activities. The terms of those grants may require us, in addition to payment of royalties, to
satisfy specified conditionsin order to manufacture products and transfer technologies outside of |srael. We may be required to pay penaltiesin addition to repayment of the grants.

Our research and development efforts, during the period between 2003 through 2010 were financed in part through royalty-bearing grants, in an amount of $1.3 million that we received
from the OCS. With respect to such grants we are committed to pay royalties at arate of 3% to 3.5% on sales proceeds up to the total amount of grants received, linked to the dollar and bearing
interest at an annual rate of LIBOR applicable to dollar deposits. Even after payment in full of these amounts we will still be required to comply with the requirements of the Israeli Encouragement
of Industrial Research and Development Law, 1984, or the R& D Law, and related regul ations, with respect to those past grants. When a company devel ops know-how, technology or products
using OCS grants, the terms of these grants and the R& D Law restrict the transfer outside of Israel of such know-how, and the manufacturing or manufacturing rights of such products,
technologies or know-how, without the prior approval of the OCS. Therefore, if aspects of our technologies are deemed to have been devel oped with OCS funding, the discretionary approval of
an OCS committee would be required for any transfer to third parties outside of Israel of know how or manufacturing or manufacturing rights related to those aspects of such technologies.
Furthermore, the OCS may impose certain conditions on any arrangement under which it permits us to transfer technology or development out of Israel or may not grant such approvalsat all.

Thetransfer of OCS-supported technology or know-how outside of Israel may involve the payment of significant amounts, depending upon the value of the transferred technology or
know-how, the amount of OCS support, the time of completion of the OCS-supported research project and other factors. These restrictions and requirements for payment may impair our ability to
sell our technology assets outside of Israel or to outsource or transfer development or manufacturing activities with respect to any product or technology outside of Israel. Furthermore, the
consideration available to our shareholdersin atransaction involving the transfer outside of Israel of technology or know-how developed with OCS funding (such as amerger or similar
transaction) may be reduced by any amounts that we are required to pay to the OCS.

Provisions of |sraeli law may delay, prevent or otherwise impede a merger with, or an acquisition of, our company, which could prevent a change of control, even when the terms of such a
transaction are favorable to us and our shareholders.

Israeli corporate law regulates mergers, requires tender offers for acquisitions of shares above specified thresholds, requires special approvals for transactions involving directors,
officers or significant shareholders and regul ates other matters that may be relevant to such types of transactions. For example, amerger may not be consummated unless at |east 50 days have
passed from the date on which a merger proposal isfiled by each merging company with the | srael Registrar of Companies and at |east 30 days have passed from the date on which the
shareholders of both merging companies have approved the merger. In addition, amajority of each class of securities of the target company must approve a merger. Moreover, atender offer for
al of acompany’sissued and outstanding shares can only be completed if the acquirer receives positive responses from the holders of at least 95% of the issued share capital. Completion of the
tender offer also requires approval of amajority of the offereesthat do not have a personal interest in the tender offer, unless, following consummation of the tender offer, the acquirer would
hold at |east 98% of the company’s outstanding shares. Furthermore, the shareholders, including those who indicated their acceptance of the tender offer, may, at any time within six months
following the completion of the tender offer, petition an Israeli court to alter the consideration for the acquisition, unless the acquirer stipulated in its tender offer that a shareholder that accepts
the offer may not seek such appraisal rights.

Furthermore, Israeli tax considerations may make potential transactions unappealing to us or to a shareholder whose country of residence does not have atax treaty with Israel
exempting such shareholder from Israeli tax. For example, Israeli tax law does not recognize tax-free share exchanges to the same extent as U.S. tax law. With respect to mergers, Israeli tax law
allowsfor tax deferral in certain circumstances but makes the deferral contingent on the fulfillment of anumber of conditions, including, in some cases, a holding period of two years from the date
of the transaction during which sales and dispositions of shares of the participating companies are subject to certain restrictions. Moreover, with respect to certain share swap transactions, the
tax deferral islimited in time, and when such time expires, the tax becomes payable even if no disposition of the shares has occurred.
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These and other similar provisions could delay, prevent or impede an acquisition of us or our merger with another company, even if such an acquisition or merger would be beneficial to
us or to our shareholders.

It may be difficult to enforce ajudgment of a U.S. court against usand our officers and directorsand the I sraeli experts named in thisannual reportin I srael or the U.S,, to assert United
States securitieslaws claimsin | srael or to serve process on our officers and directors and these experts.

We were incorporated in Israel. Substantially all of our executive officers and directors currently reside outside of the United States, and all of our assets and most of the assets of these
persons are located outside of the United States. Therefore, ajudgment obtained against us, or any of these persons, including ajudgment based on the civil liability provisions of the U.S.
federal securitieslaws, may not be collectible in the United States and may not necessarily be enforced by an Israeli court. It also may be difficult to effect service of process on these personsin
the United States or to assert U.S. securities law claimsin original actionsinstituted in Israel. Additionally, it may be difficult for an investor, or any other person or entity, to initiate an action
with respect to U.S. securitieslawsin Israel. Israeli courts may refuse to hear a claim based on an alleged violation of U.S. securities laws reasoning that |srael is not the most appropriate forumin
which to bring such aclaim. In addition, even if an Israeli court agreesto hear aclaim, it may determine that Israeli law and not U.S. law is applicable to the claim. If U.S. law isfound to be
applicable, the content of applicable U.S. law often involves the testimony of expert witnesses, which can be atime consuming and costly process. Certain matters of procedure will also be
governed by Israeli law. Thereislittle binding case law in Israel that addresses the matters described above. As aresult of the difficulty associated with enforcing ajudgment against usin Israel,
it may beimpossible to collect any damages awarded by either aU.S. or foreign court.

Therightsand responsibilities of a shareholder will be governed by | sraeli law which differsin some material respects from the rights and responsibilities of shareholdersof U.S.
companies.

The rights and responsibilities of the holders of our Ordinary Shares are governed by our articles of association and by Israeli law. These rights and responsibilities differ in some
material respects from the rights and responsibilities of shareholderstypical corporationsincorporated in the United States. In particular, a shareholder of an Israeli company has certain duties to
act in good faith and fairness towards the company and other shareholders, and to refrain from abusing its power in the company, including, among other things, in voting at the general meeting
of shareholders on matters such as amendments to a company'’s articles of association, increasesin acompany’s authorized share capital, mergers and acquisitions and related party transactions
requiring shareholder approval. In addition, a shareholder who is aware that it possesses the power to determine the outcome of a shareholder vote or to appoint or prevent the appointment of a
director or executive officer in the company has aduty of fairness toward the company. Thereislimited case law available to assist usin understanding the nature of this duty or the implications
of these provisions. These provisions may be interpreted to impose additional obligations and liabilities on holders of our Ordinary Shares that are not typically imposed on shareholders of U.S.
corporations.
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Risks Related to an Investment in Our Sharesand ADSs

We may be a “ passive foreign investment company” , or PFIC, for U.S. federal income tax purposesin the current taxable year or may become one in any subsequent taxable year. There
generally would be negative tax consequences for U.S. taxpayersthat are holders of our Ordinary Sharesor ADSsif we are or were to become a PFIC.

We will betreated as a PFIC for U.S. federal income tax purposesin any taxable year in which either (1) at least 75% of our grossincomeis “passive income” or (2) on average at |east
50% of our assets by value produce passive income or are held for the production of passive income. Passive income for this purpose generally includes, among other things, certain dividends,
interest, royalties, rents and gains from commaodities and securities transactions and from the sale or exchange of property that gives rise to passive income. Passive income a so includes
amounts derived by reason of the temporary investment of funds, including those raised in a public offering. In determining whether anon-U.S. corporation isa PFIC, a proportionate share of the
income and assets of each corporation in which it owns, directly or indirectly, at least a25% interest (by value) istaken into account. We believe that we will not be a PFIC for our current taxable
year and do not expect to become a PFIC in the foreseeable future. The tests for determining PFIC status are applied annually, and it is difficult to make accurate projections of future income and
assets which are relevant to this determination. In addition, our PFIC status may depend in part on the market value of our Ordinary Shares. Accordingly, there can be no assurance that we
currently are not or will not become a PFIC in the future. If we are a PFIC in any taxable year during which aU.S. taxpayer holds our Ordinary Shares or ADSs, such U.S. taxpayer would be
subject to certain adverse U.S. federal incometax rules. In particular, if the U.S. taxpayer did not make an election to treat usasa“ qualified electing fund,” or QEF, or make a“ mark-to-market”
election, then “excess distributions” to the U.S. taxpayer, and any gain realized on the sale or other disposition of our Ordinary Shares or ADSs by the U.S. taxpayer: (1) would be allocated
ratably over the U.S. taxpayer’s holding period for the Ordinary Shares (or ADSs, as the case may be); (2) the amount allocated to the current taxable year and any period prior to the first day of
thefirst taxable year in which we were a PFIC would be taxed as ordinary income; and (3) the amount allocated to each of the other taxable years would be subject to tax at the highest rate of tax
in effect for the applicable class of taxpayer for that year, and an interest charge for the deemed deferral benefit would be imposed with respect to the resulting tax attributable to each such other
taxable year. In addition, if the IRS determines that we are a PFIC for ayear with respect to which we have determined that we were not a PFIC, it may betoo late for aU.S. taxpayer to make a
timely QEF or mark-to-market election. U.S. taxpayers that have held our Ordinary Shares or ADSs during a period when we were a PFIC will be subject to the foregoing rules, even if we cease to
be a PFIC in subsequent years, subject to exceptions for U.S. taxpayer who made atimely QEF or mark-to-market election. A U.S. taxpayer can make a QEF election by completing the relevant
portions of and filing IRS Form 8621 in accordance with the instructions thereto. Although we have no obligation to do so, we intend to notify U.S. taxpayers that hold our Ordinary Shares or
ADSsif we believe we will be treated as a PFIC for any taxable year in order to enable U.S. taxpayers to consider whether to make a QEF election. In addition, we intend to furnish such U.S.
taxpayers annually with information needed in order to complete IRS Form 8621 and to make and maintain avalid QEF election for any year in which we or any of our subsidiariesarea PFIC. U.S.
taxpayersthat hold our Ordinary Shares or ADSs are strongly urged to consult their tax advisors about the PFIC rules, including tax return filing requirements and the eligibility, manner, and
consequences to them of making a QEF or mark-to-market election with respect to our Ordinary Shares or ADSsin the event that we are a PFIC. See“Item 10. Additional Information — E. Taxation
—U.S. Federal Income Tax Considerations” for additional information.
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The market prices of our Ordinary Shares and ADSs are subject to fluctuation, which could result in substantial losses by our investors.

The stock market in general and the market prices of our Ordinary Shares on the TASE and our ADSs on NASDAQ, in particular, are subject to fluctuation, and changesin these prices
may be unrelated to our operating performance. The market price of our Ordinary Shares and ADSs are subject to anumber of factors, including:

. announcements of technological innovations or new products by us or others;

. announcements by us of significant acquisitions, strategic partnerships, in-licensing, out-licensing, joint ventures or capital commitments;
. expiration or terminations of licenses, research contracts or other collaboration agreements;

. public concern asto the safety of our equipment we sell;

. general market conditions;

. the volatility of market prices for shares of medical devices companies generally;

° success or failure of research and devel opment projects;

° departure of key personnel;

. developments concerning intellectual property rights;

. developments concerning regul atory approvals,

. developments concerning standard-of-care in spine surgeries;

° variationsin our and our competitors’ results of operations;

° changesin revenues, gross profits and earnings announced by the company;

. changesin estimates or recommendations by securities analysts, if our Ordinary Shares or the ADSs are covered by analysts;
. changesin government regulations or patent decisions; and

. general market conditions and other factors, including factors unrelated to our operating performance.

These factors may materially and adversely affect the market price of our Ordinary Shares and the ADSs and result in substantial losses by our investors.

We do not know whether a market for our ADSswill be sustained or what the trading price of our ADSswill be and asaresult it may be difficult for you to sell your ADSs.

Although our ADSs now trade on NASDAQ), an active trading market for our ADSs may not be sustained. It may be difficult for you to sell your ADSs without depressing the market
pricefor the ADSsor at all. Asaresult of these and other factors, you may not be able to sell your ADSs at or above the offering price or at all. Further, an inactive market may also impair our
ability to raise capital by selling ADSs and Ordinary Shares and may impair our ability to enter into strategic partnerships or acquire companies or products by using our Ordinary Shares as
consideration.

Future sales of our Ordinary Sharesor ADSs could reduce the market price of our Ordinary Sharesand ADSs.

Substantial sales of our Ordinary Shares or ADSs, either on the TASE or on NASDAQ may cause the market price of our Ordinary Shares or ADSs to decline. All of our outstanding
Ordinary Shares are registered and available for salein Israel. Sales by us or our security holders of substantial amounts of our Ordinary Shares or ADSs, or the perception that these sales may
occur in the future, could cause areduction in the market price of our Ordinary Shares or ADSs.

The issuance of any additional Ordinary Shares, any additional ADSs, or any securities that are exercisable for or convertible into our Ordinary Shares or ADSs, may have an adverse
effect on the market price of our Ordinary Shares and ADSs and will have adilutive effect on our existing shareholders and holders of ADSs.
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You may not receive the same distributions or dividends as those we make to the holders of our Ordinary Shares, and, in some limited circumstances, you may not receive dividends or other
distributions on our Ordinary Shares and you may not receive any value for them, if itisillegal or impractical to make them available to you.

The depositary for the ADSs has agreed to pay to you the cash dividends or other distributions it or the custodian receives on ordinary shares or other deposited securities underlying
the ADSs, after deducting its fees and expenses. Y ou will receive these distributionsin proportion to the number of ordinary shares your ADSs represent. However, the depositary is not
responsibleif it decidesthat it is unlawful or impractical to make a distribution available to any holders of ADSs. For example, it would be unlawful to make a distribution to a holder of ADSsif it
consists of securities that require registration under the Securities Act, but that are not properly registered or distributed under an applicable exemption from registration. In addition, conversion
into U.S. dollars from foreign currency that was part of adividend made in respect of deposited Ordinary Shares may require the approval or license of, or afiling with, any government or agency
thereof, which may be unobtainable. In these cases, the depositary may determine not to distribute such property and hold it as “deposited securities” or may seek to effect a substitute dividend
or distribution, including net cash proceeds from the sale of the dividends that the depositary deems an equitable and practicable substitute. We have no obligation to register under U.S.
securitieslaws any ADSs, Ordinary Shares, rights or other securities received through such distributions. We also have no obligation to take any other action to permit the distribution of ADSs,
Ordinary Shares, rights or anything else to holders of ADSs. In addition, the depositary may withhold from such dividends or distributions its fees and an amount on account of taxes or other
governmental charges to the extent the depositary believesit isreguired to make such withholding. This means that you may not receive the same distributions or dividends as those we make to
the holders of our Ordinary Shares, and, in some limited circumstances, you may not receive any value for such distributions or dividends if it isillegal or impractical for usto make them available
to you. These restrictions may cause amaterial decline in the value of the ADSs.

Holders of ADSs must act through the depositary to exercise their rights as shareholders of our company.

Holders of our ADSs do not have the same rights of our shareholders and may only exercise the voting rights with respect to the underlying Ordinary Sharesin accordance with the
provisions of the deposit agreement for the ADSs. Under Israeli law, the minimum notice period required to convene a shareholders meeting is no less than 35 or 21 calendar days, depending on
the proposal's on the agenda for the shareholders meeting. When a shareholder meeting is convened, holders of our ADSs may not receive sufficient notice of ashareholders’ meeting to permit
them to withdraw their Ordinary Sharesto allow them to cast their vote with respect to any specific matter. In addition, the depositary and its agents may not be able to send voting instructions
to holders of our ADSsor carry out their voting instructionsin atimely manner. We will make all reasonable efforts to cause the depositary to extend voting rights to holders of our ADSsin a
timely manner, but we cannot assure holders that they will receive the voting materialsin time to ensure that they can instruct the depositary to vote their ADSs. Furthermore, the depositary and
its agentswill not be responsible for any failure to carry out any instructions to vote, for the manner in which any voteis cast or for the effect of any such vote. Asaresult, holders of our ADSs
may not be able to exercise their right to vote and they may lack recourse if their ADSs are not voted as they requested. In addition, in the capacity as a holder of ADSs, they will not be able to
call ashareholders’ meeting.

Raising additional capital by issuing securities may cause dilution to existing shareholders.

We may need to raise substantial future capital to continue to complete commercialization of our products and the research and development and clinical and regulatory activities
necessary to develop new products. Our future capital requirements will depend on many factors, including:

° Our success in market penetration of our products;

. Theresults of clinical studies;

. Our ability to obtain regulatory approvals for our products in the United States and in international markets,
. The cost, timing and outcome of regulatory review;

. The cost of developing new products;
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° The cost of market penetration and expansion;

. The costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our issued patents and defending intellectual property-related claims;
. The extent to which we acquire or invest in businesses, products or technologies and other strategic relationships; and
. The costs of financing working capital requirements.

If we raise additional funds by issuing equity or convertible debt securities, we will reduce the percentage ownership of our then-existing shareholders, and these securities may have
rights, preferences or privileges senior to those of our existing shareholders.

We do not intend to pay any cash dividends on our Ordinary Sharesin the foreseeable future and, therefore, any return on your investment in our Ordinary Shares or ADSs must come from
increasesin the value and trading price of our Ordinary Sharesand ADSs.

We have never declared or paid cash dividends on our Ordinary Shares and do not anticipate that we will pay any cash dividends on our Ordinary Sharesin the foreseeable future;
therefore, any return on your investment in our Ordinary Shares or ADSs must come from increases in the value and trading price of our Ordinary Shares and ADSs.

Weintend to retain our earnings to finance the devel opment and expenses of our business. Any future determination relating to our dividend policy will be at the discretion of our board
of directors and will depend on anumber of factors, including future earnings, our financial condition, operating results, contractual restrictions, capital requirements, business prospects,
applicable Israeli law and other factors our board of directors may deem relevant.

Wearean “emerging growth company,” and the reduced disclosure requirements applicable to emerging growth companies may make our common stock less attractive to investors.

We are an “ emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act, and may remain an emerging growth company for up to five
years. For so long as we remain an emerging growth company, we are permitted and intend to rely on exemptions from certain disclosure requirements that are applicable to other public
companiesthat are not emerging growth companies. These exemptionsinclude not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of
2002, or the Sarbanes-Oxley Act, not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory audit firm
rotation or a supplement to the auditor's report providing additional information about the audit and the financial statements, reduced disclosure obligations regarding executive compensation
and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of any golden parachute payments not previously approved,
to the extent applicable. In thisannual report, we have included certain information about executive compensation related information that is not required by an emerging growth company. We
cannot predict whether investorswill find our Ordinary Shares or ADSsless attractive if we rely on these exemptions. If some investors find our Ordinary Shares or ADSs |ess attractive as a
result, there may be aless active trading market for our Ordinary Shares or the ADSs and the price of our Ordinary Shares or the ADSs may be more volatile.

In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for complying with new or revised accounting standards. This

allows an emerging growth company to delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. We chose to “opt out” of this
provision and, as aresult, we will comply with new or revised accounting standards as required when they are adopted. This decision to opt out of the extended transition period isirrevocable.
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If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our share price and trading volume could decline.

The trading market for our Ordinary Shares and ADSs depends on the research and reports that securities or industry analysts publish about us or our business. We do not have any
control over these analysts. There can be no assurance that analysts will cover us, or provide favorable coverage. If one or more analysts downgrade our stock or change their opinion of our
Ordinary Shares and ADSs, the price of our Ordinary Shares and ADSswould likely decline. In addition, if one or more analysts cease coverage of our company or fail to regularly publish reports
on us, we could lose visibility in the financial markets, which could cause our share price or trading volume to decline.

Risks Associated with the NASDAQ Listing of the ADSs
Our Ordinary Sharesand ADSs are traded on different markets and thismay result in price variations.

Our Ordinary Shares have been traded on the TASE since August 2007. The ADSs have been traded on the NASDAQ Capital Market since May 2013 and are currently traded on the
NASDAQ Global Market. Trading in those securities on those markets takes place in different currencies (dollars on NASDAQ and NIS on the TASE), and at different times (resulting from
different time zones, different trading days and different public holidaysin the United States and Israel). The trading prices of our securities on these two markets may differ due to these and
other factors. Any decrease in the price of our securities on one of these markets could cause adecrease in the trading price of our securities on the other market.

Wewill incur additional increased costs as a result of thelisting of our ADSsfor trading on NASDAQ, and our management isrequired to devote substantial time to new compliance
initiatives and reporting requirements.

Asapublic company in the United States, we incur significant accounting, legal and other expenses as aresult of the listing of the ADSs on NASDAQ in May 2013. These include costs
associated with corporate governance requirements of the SEC and NASDAQ rules, aswell as requirements under Section 404 and other provisions of the Sarbanes-Oxley Act. These rules and
regulations have increased our legal and financial compliance costs, introduced new costs such asinvestor relations, stock exchange listing fees and shareholder reporting, and made some
activities more time consuming and costly. Any future changesin the laws and regulations affecting public companiesin the United States and Israel, including Section 404 and other provisions
of the Sarbanes-Oxley Act, the rules and regulations adopted by the SEC and the rules of NASDAQ, aswell as applicable Israeli reporting requirements, for so long as they apply to us, will result
inincreased coststo us as we respond to such changes. These laws, rules and regulations could make it more difficult or more costly for us to obtain certain types of insurance, including
director and officer liability insurance, and we may be forced to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. The impact of
these requirements could also make it more difficult for usto attract and retain qualified persons to serve on our board of directors, our board committees or as executive officers.

Asaforeign privateissuer, we are permitted to follow certain home country corporate governance practices instead of applicable SEC and NASDAQ reguirements, which may result in less
protection than is accorded to investors under rules applicable to domestic issuers.

Asaforeign private issuer, we are permitted to follow certain home country corporate governance practicesinstead of those otherwise required under the rules of NASDAQ for
domestic issuers. For instance, we may follow home country practice in Israel with regard to, among other things, composition of the board of directors, director nomination procedures, approval
of compensation of officers, and quorum at shareholders' meetings. In addition, we will expect to follow our home country law, instead of the rules of NASDAQ, which require that we obtain
shareholder approval for certain dilutive events, such as for the establishment or amendment of certain equity based compensation plans, an issuance that will result in a change of control of the
company, certain transactions other than a public offering involving issuances of a 20% or more interest in the company and certain acquisitions of the stock or assets of another company.
Following our home country governance practices as opposed to the requirements that would otherwise apply to aU.S. company listed on NASDAQ may provide less protection than is
accorded to investors under the rules of NASDAQ applicable to domestic issuers.

In addition, as aforeign private issuer, we are exempt from the rules and regul ations under the Exchange Act, related to the furnishing and content of proxy statements, and our officers,
directors and principal shareholders are exempt from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act. In addition, we are not required under
the Exchange Act to file annual, quarterly and current reports and financial statements with the SEC as frequently or as promptly as domestic companies whose securities are registered under the
Exchange Act.




We may lose our foreign privateissuer statusin the future, which could result in significant additional costs and expenses.

We are a“foreign private issuer,” as such term is defined in Rule 405 under the Securities Act, and therefore, we are not required to comply with all the periodic disclosure and current
reporting requirements of the Exchange Act and related rules and regulations. Under Rule 405, the determination of foreign private issuer status is made annually on the last business day of an
issuer’s most recently completed second fiscal quarter and, accordingly, the next determination will be made with respect to us on June 30, 2014.

In the future, we would lose our foreign private issuer status if amajority of our shareholders, directors or management are U.S. citizens or residents and we fail to meet additional
requirements necessary to avoid loss of foreign private issuer status. Although we have elected to comply with certain U.S. regulatory provisions, our loss of foreign private issuer status would
make such provisions mandatory. The regulatory and compliance costs to us under U.S. securities laws asaU.S. domestic issuer may be significantly higher. If we are not aforeign private
issuer, wewill be required to file periodic reports and registration statements on U.S. domestic issuer forms with the SEC which are more detailed and extensive than the forms available to a
foreign private issuer. For example, the annual report on Form 10-K requires domestic issuers to disclose executive compensation information on an individual basis with specific disclosure
regarding the domestic compensation philosophy, objectives, annual total compensation (base salary, bonus, equity compensation) and potential paymentsin connection with changein control,
retirement, death or disability, while the SEC forms applicable to foreign private issuers permit them to disclose compensation information on an aggregate basis if executive compensation
disclosure on an individual basisis not required or otherwise has not been provided in the issuer’s home jurisdiction. We disclose individual compensation information, but this disclosureis not
as comprehensive as that required of U.S. domestic issuers since we are not required to disclose more detailed information in Israel. We intend to continue this practice aslong asit is permitted
under the SEC’srules and Israel’s rules do not require more detailed disclosure. We will also have to mandatorily comply with U.S. federal proxy requirements, and our officers, directors and
principal shareholderswill become subject to the short-swing profit disclosure and recovery provisions of Section 16 of the Exchange Act. We may also be required to modify certain of our
policiesto comply with good governance practices associated with U.S. domestic issuers. Such conversion and modifications will involve additional costs. In addition, we may lose our ability to
rely upon exemptions from certain corporate governance requirements on NASDAQ that are available to foreign private issuers.

If we are unable to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act once they apply to us, or our internal control over financial reporting is not effective, the reliability of
our financial statements may be questioned and the price of our Ordinary Shares and the ADSs may suffer.

Section 404 of the Sarbanes-Oxley Act requires a company subject to the reporting requirements of the U.S. securities laws to do a comprehensive evaluation of its and its subsidiaries’
internal control over financial reporting. To comply with this statute, we will be required to document and test our internal control procedures; our management will be required to assess and
issue areport concerning our internal control over financial reporting. In addition, our independent registered public accounting firm may be required to issue an opinion on the effectiveness of
our internal control over financial reporting at alater date.

The continuous process of strengthening our internal controls and complying with Section 404 is complicated and time-consuming. Furthermore, as our business continues to grow
both domestically and internationally, our internal controls will become more complex and will require significantly more resources and attention to ensure our internal controls remain effective
overall. During the course of itstesting, our management may identify material weaknesses or significant deficiencies, which may not be remedied in atimely manner. If our management cannot
favorably assess the effectiveness of our internal control over financial reporting, or if our independent registered public accounting firm identifies material weaknessesin our internal control,
investor confidence in our financial results may weaken, and the market price of our securities may suffer.
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ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company

Our legal and commercia name is Mazor Robotics Ltd. We were incorporated in the State of Israel on September 12, 2000. In July 2003, we changed our name to Mazor Surgical
Technologies Ltd., and in 2010 we changed our name back to Mazor Robotics Ltd. In August 2007, we completed our initial public offering in Israel, and our ordinary shares have since been
traded on the TASE, under the symbol “MZOR.” In May 2013, ADSs representing our Ordinary Shares commenced trading on the NASDAQ Capital Market under the trading symbol “MZOR”
and are currently traded on the NASDAQ Global Market. Each ADS represents two of our Ordinary Shares.

We are apublic limited liability company and operate under the provisions of the Companies Law. Our registered office and principal place of business are located at 7 Haeshel St.,
Caesarea Park South 3088900, Israel. Our telephone number in Israel is +972 -4-618 7100. Our website address is www.mazorrobotics.com. The information contained on our website or available
through our website is not incorporated by reference into and should not be considered a part of this annual report and the reference to our website in thisannual report is an inactive textual
reference only.

In August 2004, we formed awholly owned subsidiary in the State of Delaware under the name Mazor Surgical Technologies Inc. In October 2010, the Subsidiary changed its name to
Mazor Robotics Inc. The Subsidiary has been appointed as our agent in the United States, and its registered officeislocated at 2711 Centerville Rd., Suite 400, Wilmington, New Castle, DE 19808.

We engage in the devel opment, production, marketing and servicing of innovative medical devices for supporting surgical proceduresin thefield of orthopedics and neurosurgery. We
are aleading innovator in spine and brain surgery and pioneered cutting-edge guidance systems and complementary productsin the spine and brain surgery market. These products provide a
safer surgical environment for patients, surgeons and operating room staff.

We operatein the field of image-guided surgery (also known as CAS) that enables the use of surgical instruments with high precision and minimal invasiveness and that contributes to
the safety of awide range of surgical procedures. Our flagship product, the Renaissance system, is transforming spine surgery from freehand procedures to highly accurate, state-of-the-art,
guided procedures that raise the standard of care with better clinical results. Our Renaissance system has been used to perform thousands of procedures worldwide (with over 45,000 implants
placed in those procedures) in awide variety of spinal procedures, many of which would not have been attempted without this technology. We are continuing the development of the
Renaissance platform for additional spine and brain surgery applications.

Principal Capital Expenditures

We had capital expenditures of approximately $343,000 in 2013, $459,000 in 2012 and $465,000 in 2011. Our capital expenditures consisted mainly of machinery and equipment, computers
and capitalized development costs. We have financed our capital expenditures from our available cash and short term investment and equity offerings, and expect to continue to finance our
capital expendituresin asimilar manner in 2014. There are no significant capital expendituresin progress by us.

B. BusinessOverview

We are amedical device company developing and marketing innovative surgical guidance systems and complementary products. Our expertise is computerized and imaging-based
systems, primarily in the field of spine surgery. Our Renaissance Surgical Guidance System, enables surgeons to advance from freehand surgical procedures to accurate, state-of-the-art,
precision guided procedures. Our FDA-cleared and CE-marked Renaissance system is used in multiple types of spine surgeries, whether open or minimally invasive, for avariety of clinical
indications. Our Renaissance system and its predecessor have been used in over 7,000 spine surgeries, including fusion, correction of spinal deformities, biopsy collection, tumor excision and
cement augmentations. Our Renaissance system has the ability to improve clinical outcomes for patients, provide a safer surgical environment for surgeons and operating room staff by possible
reduction exposure to radiation.




The key elements of the Renaissance system include our RBT Device, a portable, computer-controlled Stewart platform that spatially positions and orients surgical tools, our
Renaissance Work Station, a mobile workstation that houses our proprietary software, and several mounting platforms we have designed to serve as an interface between the patient and the
RBT Device. Our Renaissance system enables surgeons to perform procedures with a higher degree of accuracy and precision. A pre-operative plan for each patient is developed by the surgeon
using our proprietary software based on a standard three-dimensional, or 3D, computed tomography, or CT, image. The surgeon performs the procedure using surgical tools attached to the RBT
Device and is guided by the RBT Device to a precise location and tragjectory along the spine or in the brain in accordance with the pre-operative plan. At the beginning of the surgical procedure,
an automatic 3D synchronization process independently registers the location of the system relative to the position of the patient’s spine or in his brain and the pre-operative plan. Unlike
conventional robotic surgery, where the robot performs the procedure guided by the surgeon, the Renaissance system guides the surgeon who performs the procedure in accordance with the
pre-operative plan.

The Renaissance system is FDA—cleared, CE-marked and has regulatory clearancesin several other markets, including Taiwan, South Korea, Canada, Russia, Indiaand Australia. Mazor
Robotics' products are active in eleven countries, with 13 distributors representing usin 19 countries.

Industry Overview - Spine
Spine Disorder Market Overview

Spine disorders are aleading driver of healthcare costs worldwide. Spinal disorders also are aleading cause of disability among people aged between 19 and 45 in the United States, and
are the most common cause of job-related disability. Spine disorders afflict women and men equally and are the second most common neurological ailment in the United States— only headaches
are more common. In the United States, according to the Orthopedic Network News, there are approximately 1.25 million spinal operations performed annually.

We believe the spine disorder market will continue to grow as aresult of agrowing, aging and more active population and rising obesity rates, which all are expected to be key driversin
the continued growth of incidence of spine disorders. The U.S. Census Bureau projects that the 65 and older age group will double from 38.6 million in 2010 to 65 million in 2030. In addition,
improvements in healthcare have led to increasing life expectancies worldwide and the opportunity to lead more active lifestyles at advanced ages. These trends are expected to generate
increased demand for spine surgeries.

Overview of Spine Disorders

Spine disorders range in severity, causing symptoms ranging from mild pain and loss of feeling to extreme pain and paralysis. These disorders are primarily caused by degenerative disc
diseases, stenosis, deformity, osteoporosis, tumors and trauma.

. Degenerative disc disease, describes the most common type of spine disorder which primarily results from repetitive stresses experienced during the normal aging process. Disc
degeneration occurs as the outer layer starts to shear and the inner cores of intervertebral discslose elasticity and shrink. Over time, these changes can cause the discs to lose
their normal height and shock-absorbing characteristics, which leads to back pain and reduced flexibility. Herniated discs are acommon form of degenerative disc disease.

. Lumbar stenosisis acondition whereby either the spinal canal or vertebral foramen becomes narrowed in the lower back impinging the nervesin the lumbar spine. This
condition is often caused by the degenerative processesin the spine and the resulting compression can lead to back and leg pain. If the narrowing is substantial, it causes
compression of the nerves and the painful symptoms of lumbar spinal stenosis.

. Spine deformity isaterm used to describe any variation in the natural curvature of the spine. Natural curves help the upper body maintain proper balance and alignment over
the pelvis. Common forms of deformity include scoliosis, which isalateral or side-to-side curvature of the spine, and kyphosis, which is an abnormal concave curvature leading
to arounded (humped) back.




. Vertebral compression fractures are fractures of the vertebrae that result in the collapse of the vertebral body. These fractures, which can be very painful to the patient, are
often the result of osteoporosis, which causes the vertebrae to weaken and become brittle, or spine tumors, but can also result from trauma.

. Primary spine tumors are relatively rare. Benign tumors are typically removed surgically while malignant tumors are more difficult to treat and are often metastases which
originate from tumorsin other organs.

Current Treatments for Spine Disorders

Treatment alternatives for spine disorders range from non-operative conservative therapies to surgical interventions. Conservative therapiesinclude bed rest, medication and physical
therapy. Surgical treatments for spine disorders can be instrumented, which include the use of implants, or non-instrumented, which forego the use of any such implants. The most common
instrumented treatment is spinal fusion, where two or more adjacent vertebrae are fused together with implants to restore disc height and provide stability.

Introduction of Minimally Invasive Surgery

Over the past 30 years, minimally invasive surgical techniques have transformed many surgical procedures. Compared to traditional open surgical techniques, minimally invasive
techniques potentially offer benefits for patients, surgeons and hospitals. For patients, these techniques can result in significantly reduced trauma, risk of infections, faster conval escence and
better aesthetic outcomes. For the surgeon, these techniques can reduce procedure-related complications and have the potential to reduce risks associated with more invasive procedures. For
the hospital, these procedures can result in reduced hospital stays due to faster recovery times, lower rates of complications and ahigher level of patient satisfaction.

Despite the potential benefits of minimally invasive spinal surgery techniques, they can also present several notable limitations, including the need for additional training for the
surgeon, increased intraoperative use of X-ray radiation, and longer operations, and have been shown in some studies to lower the accuracy of implant placement. As aresult, while minimally
invasive approaches have seen substantial adoption in various surgical fields where procedures can be performed within existing anatomical cavities, they are currently used in only 10-15% of
spinal fusion procedures which are currently performed in aminimally invasive approach, according to the SRS database (Hamilton et al. Spine 2011) and the Orthopedic Network News report
from October 2013.

Robot Assisted Surgery

We believe that the application of robotics technologiesin minimally invasive surgical procedures represents the next generation in the evolution of the surgical technique. These
technologies are being devel oped to provide surgeons with amore precise, repeatable and controlled ability to perform complex procedures. With the assistance of robotic technology, an
increasing number of surgeons have been able to perform procedures previously limited to asmall subset of highly-skilled surgeons. In addition, robotic technology has enabled these
procedures to be performed in amore minimally invasive manner, requiring only small incisions, which result in reduced procedure related trauma, fewer infections and post-procedure
complications, and reduced recovery and hospitalization times.

The Limitations of Current Spine Procedures

Although minimally invasive techniques have been widely adopted in many fields of surgery, they have had limited adoption in spine surgery. We believe that the principal barriersto
the adoption of minimally invasive techniques for spine surgery are:

. restricted or even no line-of-sight at the anatomical site;

. cumbersome handling of surgical instruments, limiting the procedure;

. dependence on two-dimensional imaging for three-dimensional surroundings; and
. intra-operative exposure to radiation.
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As aresult, the majority of spine surgeries are performed freehand. According to arecent review of over 108,000 cases (Hamilton et al., Spine 2011) only 13.2% of spine surgeries are
performed in aminimally invasive manner. Thiswas echoed in report by the Orthopedic Research Network reporting that 13% of spine implants sold in 2013 were designed for minimally invasive
access. Although freehand surgery allows for direct visualization of the anatomy, open freehand surgeries may result in:

. increased procedure-related blood loss, pain and scarring at the incision site;
. increased likelihood of complications, such asinfections;

. slower recovery times and longer post-operative hospital stays; and

. undesirable aesthetic outcomes.

Industry Overview - Brain
Neurosurgical Market Overview

It is estimated that 50 million Americans suffer from neurological illnesses, at an annual cost of over $450 billion in direct and indirect costs. Only afraction of them are candidates for
neurosurgical treatments, and in 2010, 585,700 direct (open) intra-cranial neurosurgical procedures were performed, of which over half were shunt placements.

It isforecasted that the volume of intracranial neurosurgical procedures will continue to grow at about 1.2% per year, mainly dependent on demographic trends. This statistic does not
take into account changesin indications for surgeries and new treatment options. New indications may increase the market potential, but new, less-invasive, treatment options may decrease the
market potential of open neurosurgical treatments. Costs of procedures are expected to grow, driven by more sophisticated technologies and treatment options, and in 2011 it was forecasted that
the market would grow at a2.7% annual growth rate from the estimated $577 million spent in 2010.

Overview of Brain Biopsies

Theincidence of primary brain tumors for 2013 is estimated by the American Brain Tumor Association at almost 70,000 cases. Of these cases, almost 25,000 cases are malignancies and
over 45,000 are benign. The majority of brain tumors are metastases from malignancies in other organs (mainly lung and breast), but statistics for brain metastases are not readily available.
Therefore, the incidence of primary and secondary brain tumorsis estimated at more than 140,000 cases annually.

In some of the cases, the CT- or Magnetic Resonance Imaging (MRI) generated images are insufficient for the determination of the appropriate treatment option. In such cases a biopsy
isusually indicated. It is estimated by MedTech Insight that in 2010, 19,700 biopsies were performed and that the incidence of this procedureis slightly declining at about 1.4% annual rate.

Overview of Deep Brain Stimulation (DBS) Electrode Placement Surgeries
The FDA approved DBS as atreatment for essential tremor in 1997, later adding further indications, including Parkinson's Disease (2002), dystonia (2003) and Obsessive Compulsive
Disorder (OCD) (2008). Several other indications are in various phases of research, like chronic pain, various affective disorders, including major depression, and other neurological disorders,

mainly in severe cases and/or refractory to medication or other treatments. It was estimated by MedTech Insight, 2011, that 7,900 DBS procedures were performed with an expected 5.1% annual
growth rate. The most common indication was movement disorders, mainly Parkinson’s Disease which has an annual incidence estimated between 50,000-60,000 cases.
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Current Neurosurgical Options

Treatment options for neurological illnesses range widely by diagnosis and disease state from “watchful waiting” to non-operative conservative therapies (e.g., medications), External
Beam Radiation Therapy, and anumber of surgical interventions.

When neurosurgical procedures are indicated, much care is taken to avoid damage to neighboring regions of the brain and the vascular system, as well as along the surgical pathway to
thelesion. Careful planning of the surgical approach is based on advanced imaging modalities. Execution of the required precise spatial localization according to the surgical plan is performed
using intra-operative guidance systems, which are generally categorized as either frame-based or frameless systems. Frame-based systems, or standard sterotaxy, are considered amore accurate
option but are uncomfortable for the patient. Frameless trackable/fiducial marker-based systems use image guided navigation or patient-specific, custom-made mounts to improve accuracy.

Theclinical benefits of Image Guided Surgery (IGS) include:

e  Allowing for lessinvasive surgical approaches.

. Enhanced ability to execute the surgical plan

. Precisionin lesion localization

. Reduced risk of damage to adjacent vital structures

According to MedTech Insight in 2011, the U.S. market for computer-assisted | GS intraoperative navigation systems (including hardware and software) was approximately $273.8 million
in 2010, of which cranial/neurosurgery-attributable revenues were estimated at $76.7 million, with an estimated compound annual growth rate of 3.5%, reaching an estimated $91.0 million in 2015,
reflecting the maturity and saturation of this market segment.

Of the 19,700 biopsies performed in 2010, about 17,000 were performed with aframe-based system and about 2,700 used a frameless system. It was estimated in 2011 that by 2015
frameless systems will be used more frequently in these procedures, from 13.7% of the cases to over 20%.

Of the 7,900 DBS procedures in 2010, about 5,200 were frameless procedures and 2,700 were frame-based. It was estimated in 2011 that by 2015 frameless systems will be used more
frequently in these procedures, from 66% of the cases to over 75% by 2015.

A new market segment in brain surgery is robotic neurosurgical systems. While afew product options are available, these apparently account for aminor number of procedures.
The Limitations of Current Neurosurgical Procedures

Frame-based systems limit the surgeon’s movement and are difficult to redirect intra-operatively. The rigid frames are cumbersome for the patients and the complex set-up can make
operating times longer.

Navigation based systems depend on direct line of sight between the infra-red camera and specialized, reflective markers. These systems are considered to be less accurate by surgeons
than frame-based systems. Their online representation of spatial location in real-time does not represent the actual location of the surgical instruments but rather the system’s perception of the
location of the instruments. The representation of the instrumentsin 3 planes can lengthen the learning curve of these systems as the surgeon needs to correct the positionin asingle plainina
three dimensional world.

Current robotic systems depend on either frame-based or navigation-based systems.
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TheMazor Robatics Solution

Our Renaissance system enables surgeons to advance from freehand surgical procedures to accurate, state-of-the-art, precision guided procedures. It has the ability to improve clinical
outcomes for patients, provide a safer surgical environment for surgeons and operating room staff by possibly reducing exposure to radiation, and deliver economic value to hospitals and
payors. We believe our Renaissance system offers the following benefits to patients, surgeons and hospitals:

Reproducible Precision and Accuracy. The Renaissance system significantly increases the level of instrument placement accuracy over freehand surgery. A 14-center study involving
635 patients published in Spine demonstrated 98.3% placement accuracy of the spinal implants guided with our technology. While the scientific literature on placement accuracy varies, by
comparison ameta-analysis of 12,299 thoracolumbar screws, published in Spine, demonstrated 90.3% placement accuracy in freehand surgeries.

Usein a Variety of Procedures. While the Renaissance system is often used for conventional or routine spinal surgeries, the system is particularly advantageous in complex spinal
procedures, such as the correction of scoliosis and other spinal deformities, long fusions and repeat/revision surgery. Precision and planning is of particular importance in complex procedures
where accuracy and precision are achallenge for even the most experienced surgeons.

Possible Reduced Exposure to Radiation. Spine surgeries, particularly minimally invasive surgeries, require the use of high levels of X-ray imaging, and exposes surgeons and patients
to harmful radiation. The use of our Renaissance system may significantly reduce the need for X-ray imaging during the surgery and provides for asafer overall surgical environment.

Ease of Use. The Renaissance system leverages and complements the surgical skills and techniques already familiar to the surgeon. This familiarity in approach combined with greater
accuracy and precision accel erates the learning curve, making it usable by surgeons with a broad range of training and skills.

Reduced Costs. We believe the use of the Renaissance system resultsin shorter hospital stays due to faster recovery times, lower rates of complications and a higher level of patient
satisfaction.

Clinical Differentiation. We believe the benefits mentioned above will help surgeons and hospitals differentiate themsel ves, attracting more patients to seek medical care from them,
over competitors offering lessinnovative and precise alternatives.
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Our Strategy

Our goal isto continue to drive sales of our Renaissance system and generate recurring revenues through sales of disposable products and service contracts by establishing our
Renai ssance system as the standard-of-care in the eyes of surgeons, patients and medical facilities. We believe that we can achieve this objective by working with hospitals to demonstrate the
key benefits of our Renaissance system. Our strategy includes the following key elements:

. Continue to commercialize our Renaissance system. Weintend to continue to focus on commercializing our Renaissance system by expanding our sales and marketing
infrastructure in the United States and global distribution footprint. We currently maintain a presence in over 60 hospitalsin an eleven countries. Within the United States there
are approximately 1,100 hospitals and surgical centersin our target market, creating significant opportunity for usto expand our presence and accel erate our revenue growth.

. Drive utilization of our installed base of Renaissance systems. Following theinitial installation of the Renaissance system at a given hospital, we intend to expand the number
of surgeons who use our system and work with the hospitals and their surgeons to promote patient education on the benefits of the Renaissance system. Increased usage of
our installed Renaissance systems through surgeon education and training will accelerate our recurring revenues through increased sales of our disposable products. We also
intend to increase our portfolio of disposable and ancillary product offerings and promote the use of the Renaissance system for brain applications.

. Demonstrate the clinical and financial value proposition of our Renaissance system. We intend to collaborate with leading surgeons and early-adopting hospital s to build
additional datathat supports the clinical and financial benefits of our Renaissance system. Our goal isto establish that using our Renai ssance system will enhance the
reputations of leading surgeons and early-adopting hospitals as |eading institutions for the treatment of spine disorders, while demonstrating to hospitals the financial benefits
of our Renaissance system.

. Invest in research and development. We will continue to make significant investmentsin research and development including investments to upgrade the hardware and
software components of our Renaissance system and to devel op additional applications using our proprietary technologies and develop future products.

Our Products
Components of the Renaissance system

RBT Device. Our RBT Deviceis aportable, computer-controlled Stewart platform that spatially positions and orients surgical toolsintra-operatively in accordance with the planned
surgica blueprint. All RBT Device movements are aresult of the pre-operative plan and are monitored by a closed-loop control process.

Renaissance Workstation. The RBT Deviceis housed in our Renaissance Workstation, a mobile workstation that houses our proprietary software which also contains the controllers for
the RBT Device, image processing unit, electronics, computer and graphical user interface software. It is equipped with a control panel, including a multi-touch screen monitor. The Renaissance
Workstation is used both for pre-operative planning of the procedure, aswell asfor intra-operative control of the system to implement the pre-operative plan.

Mounting platforms. There are several different mounting platforms that serve as an interface and reference frame between the patient and the RBT Device. All arerigidly attached to the
patient’s spine or skull to maintain accuracy, despite breathing and other minor patient movements. The mounting platforms are selected by the surgeon for each procedure based on the surgical

approach and surgeon’s preference.

Renai ssance Spine Disposables. Renaissance disposable kits are designed to easily adapt the RBT Device to amultitude of surgical applications and for the different mounting
platforms utilized by the surgeon.

Renai ssance Spine Accessories. Renaissance accessories include trays of reusable surgical tools.
Surgical Workflow using Renaissance for Spine procedures
Surgical workflow using Renaissance involves four basic steps:

. Pre-operative planning;
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. Attachment of hardware;
. 3D synchronization; and

. Surgical execution.

Pre-operative planning. A CT scan of the patient’s spine is uploaded to Renaissance software to create a detailed 3D model of the patient’s spine. This stage enables accurate
visualization of the patient’s spinal anatomy and condition, and enables the creation of a customized surgical planin avirtua 3D environment. In addition, pre-operative planning provides better
preparation for each surgery, identifies anatomical challenges, and predefines trajectories for the implants. The surgeon selectsimplant sizes optimized for achieving the best surgical outcome.
All pre-operative planning can be performed on apersonal computer with our proprietary software. To enhance safety, the pre-operative “blueprint” can bereviewed in avirtual video modein
our planning software, which provides aslice-by-slice image display in al three surgical planes, aswell asafull 3D review of the surgical blueprint (Fig. 1).
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Figure 1: Planning Software and 3D visualization of planning

Attachment of hardware. In the operating room, one of afew Renaissance mounting options is selected in accordance with the clinical indication and surgeon’s preference. The
mounting platform isrigidly attached to the patient’s spine or skull to ensure that maximum accuracy is maintained throughout the surgical procedure, even if patient movement occurs.

Three-dimensional (3D) synchronization. To execute the surgical blueprint, it is necessary to match the CT-based plan with the patient’s spine and the mounting platform. The
mounting platform’s spatial location is marked by aproprietary 3D Marker which is attached to it. Two fluoroscopic images of the 3D marker and the spine are taken (anterior-posterior and
oblique views). Renai ssance software then automatically matches the vertebrae seen in the fluoroscopic images to those in the pre-operative CT. This automatic registration processis critical for
the software to identify the location of the mounting platform relative to the patient’s spine. It allows the software to cal cul ate the motion necessary for the RBT Device. The accuracy of the 3D
synchronization process is confirmed by the surgeon after visual verification for each vertebrae.
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Figure 2: 3D Marker; C-arm in 2 positions taking registration images for 3D Synchronization process

Surgical execution. Once the 3D Synchronization is completed, the RBT Deviceis attached to the mounting platform based on instructions that are defined by the software after
processing registration data with the pre-operative planning. Upon activation by the surgeon, the RBT Device moves an arm that is attached to it, and positionsit at the location so that its
trajectory is precisely aligned with the pre-operative plan. A cannulawhich is passed through the arm, along the line of the trajectory, is used by the surgeon to guide the surgical tools and drills
used in the surgery. This processis repeated for each vertebrae until the surgeon completes the instrumentation according to the pre-operative plan and intraoperative clinical judgment.

Figure 3: RBT Device (with an arm connected to it) on Clamp Mount ready to guide the surgeon
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New and Pipeline Applications
Brain Procedures

We have devel oped the Renaissance Brain Module, anew application of our Renaissance system intended to provide precise control over theinsertion of surgical instruments (drills,
cannulas, electrodes, needles, etc.) during brain surgery. The Renaissance Brain Module can be used for guiding brain biopsies, the novel insertion of Deep Brain Stimulation, or DBS, electrodes
into the brain and other procedures that depend on a high accuracy linear trajectory into the brain. Our head-mounted Renaissance Brain Module was cleared by the FDA in July 2012 and CE-
marked in August 2012. We intend to launch the Renaissance Brain Module at the annual meeting of the American Association of Neurological Surgeonsin April 2014.

The Renaissance Brain Module utilizes a small, frameless platform with three points of fixation to the skull to provide highly accurate access to the areas of the brain where
surgical intervention is needed. This helps to minimize incisions and scarring while providing surgeons with high versatility in their surgical approach as well as facilitating intra-operative
changes of trajectories.

Surgical workflow using the Renaissance Brain Module for brain surgery involves four basic steps:

. Pre-operative planning;
. Attachment of hardware;
. Synchronization; and

. Surgical execution.

Pre-operative planning: A Renaissance brain procedure usually begins with a pre-operative MRI scan of the patient. The scan is uploaded into Renaissance’s pre-operative 3D
software for surgeons to plan the optimal trajectories prior to the procedure. Sometimes other imaging studies are loaded and fused together to provide additional layers of information such as
Magnetic Resonance Angiography, CT, Diffusion Tensor Imaging and Positron Emission Tomography.

Figure 4: Planning Software

Attachment of hardware: A small platform is mounted to the skull using local anesthesia. This can be aless-invasive and faster approach compared to the larger frames that are
traditionally used during these procedures. The Renaissance Brain Module's smaller platform may also improve patient comfort and increase freedom of movement.

Figure 5: Mounting of the platform to the skull




Synchronization: A proprietary Star Marker is attached to the platform and a CT scan is taken. The CT scan isthen fused with the pre-operative plan created by the surgeon with the
Renaissance software. This correlates the virtual plan with the physical location of the patient and the attached mounting platform. Based on thisinformation, the software controls the
kinematics of the RBT Device to provide the surgeon with the desired trajectories above the patient’s skull.
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Figure 6: Star Marker attached to the mounting platform on the patient’s head, while a CT scan is taken for the synchronization with the pre-operative plan.

Surgical execution: After the scans are synchronized, the RBT Deviceis attached to the mounting platform based on instructions that are defined by the software after processing
registration data with the pre-operative planning. Upon activation by the surgeon, the RBT Device moves an arm that is attached to it, and positionsit at the location so that itstrgjectory is
precisely aligned with the pre-operative plan.

Figure 7: RBT Device (with an arm connected to it) mounted ready to guide the surgeon.
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For the DBS application, we collaborated with Alpha-Omega Ltd., amanufacturer of actuators that advance el ectrodesinto the patient's brain. Thefirst in-vivo DBS procedure using the
Renaissance system was performed in August 2013.

Renaissance Scan & Plan

This potential application is designed to obviate the need for a pre-operative CT scan by using an available intra-operative 3D imaging system (fluoroscopy- or CT-based). This 3D scan
is performed after placing the selected Renai ssance mounting system on the patient. When using this application, there is no need to correlate the plan with the patient’s location relative to the
RBT Device, asthe 3D synchronization processisinherent to the image acquisition process. Once the 3D images are acquired, the surgeon utilizes them to plan the operation based on these
images in the operating room. While this application has been cleared by the FDA, it is currently used clinically in a selective manner.

Other Potential Applications

We believe that with further research and development of our technology, we can devel op applications for other areas of the body or for additional applications within brain and spine
surgeries. Should we elect to develop and commercialize additional potential applications of Renaissance within or outside of the brain and spine surgery markets, we will need to seek the
appropriate marketing clearance from the FDA and any other required regulatory approvals for such applications.

Salesand Marketing

We are continuing to develop a sales and marketing organization that consists of a capital salesteam, aclinical salesteam and a marketing team. Our sales and marketing team is
comprised of executives with experience from major surgical robotic technology companiesincluding Intuitive Surgical Inc., Hansen Medical Inc., Stereotaxis Inc. and Medtronic Inc. The capital
sales team drives capital equipment sales of Renaissance and associated applications while the clinical salesteam focuses on the further penetration of existing clients through education and
training.

As of December 31, 2013, our U.S. salesteam had atotal of 50 employees, of whom 14 handle capital sales, including the Vice President of Sales of United States, and 2 senior sales
directors. Eight employees out of the capital salesteam are former sales executives from major surgical robotic technology companies. The U.S. clinical salesteam includes 25 representatives and
6 regional managers. The international sales team includes the Vice President for Sales and two capital sales managers. The international sales team sells mainly through distributors covering five
countriesin Europe and nine countriesin Asia-Pacific. Together with the marketing team, they are responsible for defining and executing our global commercialization strategy. The marketing
team includes eight members, including the Senior Vice President of America& Global Marketing. We intend to continue to increase the number of sales and marketing personnel as we expand
our business.
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Our sales and marketing goal's are to continue to drive capital equipment sales of the Renaissance system and associated applications and to generate recurring revenue through sales
of disposable products and service contracts. To achieve these goal's, we must continue to promote adoption of Renaissance by surgeons and hospitals and build demand for the procedure
among patients through the following sales and marketing strategy:

. Actively target hospitals with a significant spine practice. We believe that successful adoption depends on the routine implementation of Renaissance into the surgeon’s and
facility’s routine operations. Such facilities also provide the potential to sell systemsinto additional practices.

. Facilitate independent clinical research by surgeons. We collaborate with surgeons to conduct research on the implementation, clinical outcomes, radiation exposure and
other variables which are inherent to, or derived from, the adoption and utilization of Renaissance in asurgical spine program.

. Encourage medical facilities to embark on a marketing program that would promote and publicize their Renaissance spine program. We work with hospitals and help them
to educate surgeons, referring physicians and patients regarding the clinical benefits that Renaissance provides. Thisincreased patient awareness in the community regarding
such benefits has the potential to improve quality of care for patients undergoing procedures using our products.

. Target early adopters of cutting-edge technology. We work with surgeons who adopt the use of our technology early to promote the widespread use of Renaissance within
their facilities.
. Training and Education. We train and educate through a variety of activities such as observing Renaissance cases, participating in bio-skills workshops to provide

prospective customers with hands-on experience by operating on a cadaver using the Renaissance system and participating in peer-to-peer interactions. We also offer
comprehensive and advanced training to our surgeons and operating room staff.

The generation of recurring revenues through sales of our disposable products and service contractsis an important part of the Renaissance business model. We anticipate that
recurring revenues as we leverage each new installation of our Renaissance system to generate recurring sales of disposable products. Because of our technical design and programming of our
Renaissance system, the system only works with Mazor's proprietary disposable kits. We also offer annual service contracts that provide maintenance and support services related to
Renaissance beyond the basic one-year warranty period.

We provide training to surgeons and hospital staff on the use of our Renaissance system. Through training we are increasing familiarity with the Renai ssance system and helping
ensure safe and proper usage of our equipment and products by surgeons and hospitals, which we hope enabl es seaml ess adoption of our Renaissance system. The presence of our
representatives in the hospitals also provides us with immediate feedback and understanding of our customers’ preferences and requirementsin clinical conditions.

Seasonality of Business

While our businessis growing and changing rapidly, we believeit is subject to quarterly seasonal fluctuations because of customary capital expenditure trends by hospitals due to
various hospital budget considerations which are not in our control. Hospitals tend to group purchases at the beginning of their budgetary cycle, which is different among hospitals. Therefore, it
ishard to predict results of acertain quarter and some quarters may be weaker than others. For the year ended December 31, 2013, no single hospital customer accounted for more than ten
percent of our total revenue and the loss of any single hospital customer is not expected to have a material adverse effect on us.
Intellectual Property

We seek patent protection for our products and technologiesin the United States and internationally. Our policy isto pursue, maintain and defend patent rights developed internally
and to protect the technology, inventions and improvements that are commercially important to the development of our business.

We own nine U.S. patents, and have had claims allowed for the grant of an additional U.S. patent. In addition, we have filed in the United States eight additional patent applications and

four provisional patent applications. A provisional patent application is a preliminary application that can be filed less formally than anon-provisional application, and establishes a priority date
for the patenting process for the invention disclosed therein.
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We have also licensed two U.S. patents. In addition, we own twenty-seven patents, grouped in five families of separate inventions that were granted in other countries. We also have
fourteen pending patent applications outside of United States, grouped in eight families of separate inventions. All of our patents and patent applications are in the areas of computer-assisted
surgery, robotics, imaging and implants. Our patents expire between the years 2021 and 2029. Certain of our in-licensed patents have royalty obligations.

We cannot be sure that any patents will be granted with respect to any of our pending patent applications or with respect to any patent applicationsfiled by usin the future. Thereis
also asignificant risk that any issued patents will have substantially narrower claims than those that are currently sought.

We cannot be sure that any of our patents will be commercially useful in protecting our technology. We also rely on trade secrets to protect our product candidates. Our commercial
success also depends in part on our non-infringement of the patents or proprietary rights of third parties. For amore comprehensive discussion of the risks related to our intellectual property,
please see “Item 3. Key Information — D. Risk Factors— Risks Related to Our Intellectual Property.”

We also protect our proprietary technology and processes, in part, by confidentiality and invention assignment agreements with our employees, consultants, scientific advisors and
other contractors. These agreements may be breached, and we may not have adequate remedies for any breach. We also rely on trade secrets to protect our product candidates. However, our
trade secrets may otherwise become known or be independently discovered by competitors. To the extent that our employees, consultants, scientific advisors or other contractors use
intellectual property owned by othersin their work for us, disputes may arise asto therightsin related or resulting know-how and inventions.

Resear ch Agreement with Cleveland Clinic Foundation (CCF)

In April 2008, we entered into a set of strategic agreements to cooperate with the Cleveland Clinic Foundation, or CCF, pursuant to which the parties intended to jointly develop agroup
of products for the fixation of spinal vertebrae while using our guidance technology. The procedure developed by us under the CCF licensed technology was named GO-LIF (Guided Lumbar
Inter-body Fusion) and was aimed at utilizing Renaissance to place implants percutaneously. Under these agreements, we received an exclusive worldwide license under two patents owned by
CCF for the development of unique spinal fixation implants. We agreed to pay CCF an upfront payment and certain milestone payments that are not material. In addition, we undertook to pay
royalties at a decreasing rate, in the low- to mid-single digits, on net sales (as defined in the agreement) of any licensed products. Our obligation to pay royalties continues on a country-by-
country basis until expiration of the last to expire licensed patent, or, for licensed products covered by one of the licensed patents, 15 years after receipt of an FDA approval of such licensed
products, if earlier. We must also pay to CCF an agreed portion of revenues derived from our sub-licensing of the CCF licensed technology, if any. Under the terms of the agreement, we must
achieve certain diligence milestone events by specified dates. If we do not meet these targets, CCF may convert our exclusive license into a non-exclusive license or terminate the agreement.
Either we or CCF may terminate the agreement for the other party’s uncured material breach of the agreement, and we may terminate the agreement, on a country-by-country and licensed
product-by-licensed product basis, for our convenience. In 2011 we decided to discontinue our investment in devel oping products based on the patents licensed from CCF.

Competition

We believe that the principal competitive factorsin our market include:

. the safety and efficacy of the procedure and product offerings, as documented through published studies and other clinical reports;
. product benefits, including the ability to offer spine surgeons a complete solution for posterior thoracic-lumbar procedures;
. the cost of product offerings and the availability of product coverage and reimbursement from third-party payors, insurance companies and others parties;
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. the strength of acceptance and adoption by spine surgeons and hospitals;

. the ability to deliver new product offerings and enhanced technology to expand or improve upon existing applications through continued research and development;
. the quality of training, services and clinical support provided to surgeons and hospitals;
. the ability to provide proprietary products protected by strong intellectual property rights; and
. the ability to offer products that are intuitive and easy to learn and use.
Competitors

Currently, we are not aware of any well-known companies that broadly offer robotic technologies in combination with CAS for spine surgeries. There are alternative CAS systems, but
these are infrared-based optical navigation systems that do not have arobotic component. These CAS systems are sold by large companies that are well-known in the surgical market in general
and in spinein particular, including Medtronic, Inc., Stryker Corporation and Brainlab AG. While these CAS systems have not seen wide adoption in spine surgeries, they are applicable in many
other anatomies, increasing their utility to hospitals.

We believe that surgeons are likely to adopt robotic-based technologies for spine and brain surgeries and view this as the main competitive field for our products. Large, well-known
companies, however, have the ability to acquire and/ or devel op robotic technologies that may compete with our products. We are aware of certain companies devel oping robotic applicationsin
orthopedics and spine such as Mako Surgical Corp., Globus (that recently acquired Excelsius Surgical, LLC) and Intuitive Surgical Inc. Even if these companies currently do not have an
established presence in the field of spine surgery, they may attempt to apply their robotic technologies to this field and compete directly with us.

The use of three-dimensional imaging for image guided surgeriesis agrowing field comprised mainly of fluoroscopy-based systems, such as Medtronic's O-arm and Siemens's
ARCADIS Orbic 3D, and intra-operative CT scanners, such as Samsung Electronics America's BodyTom and Brainlab's Airo. These systems can be integrated with navigation systems and are
also generally compatible with the Renai ssance system. These advanced imaging modalities, if integrated with a navigation system, can reduce the need for the Renaissance system.

We intend to compete and drive increased adoption of our Renaissance system based on the benefits of the Renaissance system, including the safety and efficacy of our procedure, the
ability to expand or improve upon existing applications through continued research and development and the ability to offer products that are intuitive and easy to learn and use.

Many of our competitors and potential competitors have significantly greater financial, human and other resources than we do, and have established rel ationships with healthcare
professional's, customers and third-party payors. In addition, many of our competitors are more established globally and better positioned with sales and distribution networks, greater resources
for product development, additional lines of products and the ability to offer financial incentives such as rebates, bundled products or discounts on other product lines that we cannot provide.
Our products could also be rendered obsolete or uneconomical by technological advances developed by one or more of our competitors.
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Regulatory Requirements of the U.S. Food and Drug Administration

Our research, development and clinical programs, aswell as our manufacturing and marketing operations, are subject to extensive regulation in the United States and other countries.
Most notably, all of our products sold in the U.S. are subject to regulation as medical devices under the FDCA, asimplemented and enforced by the FDA. The FDA governs the following
activities that we perform or that are performed on our behalf, to ensure that medical products we manufacture, promote and distribute domestically or export internationally are safe and effective
for their intended uses:

. product design, preclinical and clinical development and manufacture;

. product premarket clearance and approval;

. product safety, testing, labeling, advertising, promotion and storage;

. record keeping procedures;

. product marketing, sales and distribution;

. quality system requirements;

. recalls and field safety corrective actions;

. post-market approval studies;

. product import and export; and

. post-marketing surveillance, complaint handling, medical device reporting, reporting of deaths, seriousinjuries or device malfunctions and repair or recall of products.

FDA Premarket Clearance and Approval Reguirements

Unless an exemption applies, each medical device we wish to commercially distribute in the United States will require either premarket notification, or 510(k) marketing clearance or
approval of aPMA from the FDA. The FDA classifies medical devicesinto one of three classes. Class | devices, considered to have the lowest risk, are those for which safety and effectiveness
can be assured by adherence to the FDA'’s general regulatory controls for medical devices, which include compliance with the applicable portions of the QSR, facility registration and product
listing, reporting of adverse medical events, and appropriate, truthful and non-misleading labeling, advertising, and promotional materials (General Controls). Class || devices are subject to the
FDA's General Controls, and any other special controls as deemed necessary by the FDA to ensure the safety and effectiveness of the device (Special Controls). Manufacturers of most class 11
and some class | devices are required to submit to the FDA a premarket notification under Section 510(k) of the FDCA requesting permission to commercially distribute the device. This process
isgenerally known as 510(k) marketing clearance. Devices deemed by the FDA to pose the greatest risks, such as life sustaining, life supporting or some implantable devices, or devices that have
anew intended use, or use advanced technology that is not substantially equivalent to that of alegally marketed device, are placed in class |11, requiring approval of aPMA.

510(k) Marketing Clearance Pathway

The 510(k) clearance processis the regulatory process applicable to our current, marketed products. To obtain 510(k) marketing clearance, we must submit a premarket notification
demonstrating that the proposed deviceis“substantially equivalent” to alegally marketed “ predicate device” that iseither in class| or class|I, or to aclass |1 device that wasin commercial
distribution before May 28, 1976 for which the FDA has not yet called for the submission of aPMA. A Special 510(k) is an abbreviated 510(k) application which can be used to obtain clearance
for certain types of device modification such as modifications that do not affect the intended use of the device or ater the device's fundamental scientific technology. A Special 510(k) generally
requires lessinformation and data than a complete, or Traditional 510(k). In addition, a Special 510(k) application often takes a shorter period of time, which could be as short as 30 days, than a
Traditional 510(k) marketing clearance application. An abbreviated 510(k) is another type of 510(k) that isintended to streamline the review of datain a510(k) through the reliance on one or more
FDA-recognized consensus standards, special controls established by regulation, or FDA guidance documents. In most cases, an abbreviated 510(k) includes one or more declarations of
conformity to an FDA-recognized consensus standard. The FDA's 510(k) marketing clearance pathway usually takes from three to twelve months, but may take significantly longer. The FDA
may require additional information, including clinical data, to make a determination regarding substantial equivalence. There is no guarantee that the FDA will grant 510(k) marketing clearance for
our future products and failure to obtain necessary clearances for our future products would adversely affect our ability to grow our business.
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The FDA iscurrently considering proposals to reform its 510(k) marketing clearance process and such proposals could include increased requirements for clinical data and alonger
review period. In response to industry and healthcare provider concerns regarding the predictability, consistency and rigor of the 510(k) regulatory pathway, the FDA initiated an evaluation of
the 510(k) program, and in January 2011, announced several proposed actions intended to reform the review process governing the clearance of medical devices. The FDA intends these reform
actions to improve the efficiency and transparency of the clearance process, aswell as bolster patient safety. For example, in July 2011, the FDA issued a draft guidance document entitled “510
(k) Device Modifications: Deciding When to Submit a510(k) for a Change to an Existing Device,” which was intended to assist manufacturers in deciding whether to submit anew 510(k) for
changes or modifications made to the manufacturer’s previously cleared device. While this draft guidance was subsequently withdrawn, the FDA is expected to replace the 1997 guidance
document on the same topic. As part of FDASIA, Congress reauthorized the Medical Device User Fee Amendments with various FDA performance goal commitments and enacted several
“Medical Device Regulatory Improvements” and miscellaneous reforms which are further intended to clarify and improve medical device regulation both pre- and post-approval. One of these
provisions obligates the FDA to prepare areport for Congress on the FDA'’s approach for determining when anew 510(k) will be required for modifications or changesto a previously cleared
device. After submitting this report, the FDA is expected to issue revised guidance to assist device manufacturersin making this determination. Until then, manufacturers may continue to adhere
to the FDA's 1997 guidance on this topic when making a determination as to whether or not a new 510(k) is required for a change or modification to adevice, but the practical impact of the
FDA's continuing scrutiny of these issues remains unclear. It is possible that any new guidance will make substantive changes to existing policy and practice regarding the assessment of
whether anew 510(k) is required for changes or modificationsto existing devices. Specifically, industry hasinterpreted the withdrawn draft guidance to take a more conservative approach in
requiring anew 510(k) for certain changes or modifications to existing, cleared devices that might not have triggered a new 510(k) under the 1997 guidance. We cannot predict which of the 510(k)
marketing clearance reforms currently being discussed and/or proposed might be enacted, finalized or implemented by the FDA and whether the FDA will propose additional modificationsto the
regulations governing medical devicesin the future. Any such modification could have amaterial adverse effect on our ability to commercialize our products.

Medical devices can be marketed only for the indications for which they are cleared or approved. After adevice receives 510(k) marketing clearance, any modification that could
significantly affect its safety or effectiveness, or that would constitute a new or major change in itsintended use, will require a new 510(k) marketing clearance or, depending on the modification,
PMA approval. The FDA requires each manufacturer to determine whether the proposed changes requires submission of a510(k) or aPMA, but the FDA can review any such decision and can
disagree with amanufacturer’'s determination. If the FDA disagrees with amanufacturer’s determination, the FDA can require the manufacturer to cease marketing and/or recall the modified
device until 510(k) marketing clearance or PMA approval is obtained. Also, in these circumstances, we may be subject to significant regulatory fines or penalties. We have made and plan to
continue to make additional product enhancements to the Renaissance system and other products that we believe do not require new 510(k) marketing clearances. We cannot be assured that the
FDA would agree with any of our decisions not to seek 510(k) marketing clearance or PMA approval.

For risks related to 510(k) marketing clearance, see “Item 3. Key Information — D. Risk Factors — Risks Related to Regulatory Compliance.”
PMA Approval Pathway

A PMA must be submitted to the FDA if the device cannot be cleared through the 510(k) process or is class |11 (although the FDA has discretion to continue to allow certain pre-
amendment class |11 devicesto use the 510(k) process). A PMA must generally be supported by, among other things, extensive data, including, but not limited to, technical, preclinical and
clinical data, and manufacturing and labeling information, to demonstrate to the FDA’s satisfaction the safety and effectiveness of the device for itsintended use. After a pre-market approval
application is submitted and filed, the FDA begins an in-depth review of the submitted information, which typically takes between one and three years, but may take significantly longer. Also, an
advisory panel of experts from outside the FDA may be convened to review and eval uate the application and provide recommendations to the FDA asto the approvability of the device. The
FDA may or may not accept the panel’s recommendation. In addition, the FDA will generally conduct a pre-approval inspection of the applicant or its third-party manufacturers' or suppliers'
manufacturing facility or facilities to ensure compliance with the QSR.

61




New PMAs or PMA supplements are required for modifications that affect the safety or effectiveness of the device, including, for example, certain types of modifications to the device's
indication for use, manufacturing process, labeling and design. PMA supplements often require submission of the same type of information asaPMA, except that the supplement islimited to
information needed to support any changes from the device covered by the original PMA and may not require as extensive clinical data or the convening of an advisory panel. None of our
products are currently approved under aPMA approval. However, we may in the future devel op devices which will require the approval of aPMA. There is no guarantee that the FDA will grant
PMA approval of our future products and failure to obtain necessary approvals for our future products would adversely affect our ability to grow our business.

The Food and Drug Administration Modernization Act of 1997 added the “De Novo” classification option as an alternative pathway to classify new devices that had automatically been
placed in Class 11 due to the lack of a predicate device. The De Novo process applies to low and moderate risk devices that have been classified as Class 111, because they were found not
substantially equivalent to existing devices. At thistime, we do not intend to use the De Novo process but, if we do for any future modifications that might otherwise require aPMA, thereisno
guaranteeit will be successful and we could be required to submit aPMA.

Clinical Trials

Clinical trials are generally required to support aPMA application and are sometimes required for 510(k) marketing clearance. Such trials generally require submission of an
investigational device exemption application, or IDE, to the FDA for a specified number of patients and study sites, unless the product is deemed a non-significant risk device eligible for more
abbreviated IDE requirements. A significant risk deviceis one that presents a potential for serious risk to the health, safety or welfare of a patient and either isimplanted, used in supporting or
sustaining human life, substantially important in diagnosing, curing, mitigating or treating disease or otherwise preventing impairment of human health, or otherwise presents a potential for
serious risk to asubject. If an IDE isrequired, the FDA will review the submission and it must become effective, and the appropriate institutional review boards, or IRBs, at the clinical sites must
approve the study, before clinical trials may begin. Clinical trials are subject to extensive monitoring, recordkeeping and reporting requirements. Clinical trials must be conducted under the
oversight of an IRB, for the relevant clinical trial sites and must comply with FDA regulations, including but not limited to those relating to good clinical practices. To conduct aclinical trial, we
are also required to obtain the patient’s informed consent in form and substance that complies with both FDA requirements and state and federal privacy and human subject protection
regulations. We, the FDA or the IRB could suspend or terminate aclinical trial at any time for various reasons, including a belief that the risks to study subjects outweigh the anticipated benefits.
Evenif atrial is completed, the results of clinical testing may not adequately demonstrate the safety and efficacy of the device or may otherwise not be sufficient to obtain FDA clearance or
approval to market the product in the United States. Similarly, in Europe the clinical study must be approved by alocal ethics committee and in some cases, including studies with high-risk
devices, by the ministry of health in the applicable country.

Post-Market Studies
To date, none of our submissions to the FDA has required the submission of clinical dataand all of our studies to date have been post-market studies.
Pervasive and Continuing Regulation
After adeviceis placed on the market, numerous regulatory requirements continue to apply. These include:
. product listing and establishment registration;
. QSR, which requires manufacturers, including third-party manufacturers, to follow stringent design, testing, control, documentation and other quality assurance procedures

during all phases of the design and manufacturing process;
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. labeling regulations and FDA prohibitions against the promotion of products for uncleared, unapproved or off-label use or indication;

. clearance or approval of product modifications that could significantly affect safety or efficacy or that would constitute amajor change in intended use of one of our cleared
devices;

. post-approval restrictions or conditions, including post-approval study commitments;

. post-market surveillance regulations, including medical device reporting, or MDR, requirements, which require that we report to the FDA any incident in which our products

may have caused or contributed to adeath or serious injury or in which our product malfunctioned and, if the malfunction were to recur, would likely cause or contribute to
death or seriousinjury;

. the FDA'srecall authority, whereby it can ask, or under certain conditions order, device manufacturers to recall from the market a product that isin violation of governing laws
and regulations; and

. notices of corrections or removals.

We must also obtain all necessary state permits or licenses to operate our business. As amanufacturer, we are subject to announced and unannounced inspections by the FDA to
determine our compliance with FDA's QSR and other regul ations.

Failure to comply with applicable regulatory requirements, including delaysin or failuresto report incidents to the FDA as required under the MDR regulations, can result in
enforcement action by the FDA, which may include any of the following sanctions:

. warning letters, untitled letters fines, injunctions, consent decrees and civil penalties;

. customer notifications or repair, replacement, refunds, recall, administrative detention or seizure of our products;

. operating restrictions or partial suspension or total shutdown of production;

. refusing or delaying requests for 510(k) marketing clearance or PMA approvals of new products or modified products;
. withdrawing 510(k) marketing clearances or PMA approvals that have already been granted;

. refusal to grant export approval for our products; or

. criminal prosecution.

We cannot be assured that we have adequately complied with all regulatory requirements or that one or more of the referenced sanctions will not be applied to us as aresult of afailure
to comply.

Marketing Approvals Outside the United States

Sales of medical devices outside the United States are subject to foreign government regulations, which vary substantially from country to country. The time required to obtain approval
by aforeign country may be longer or shorter than that required for FDA clearance or approval, and the requirements may differ.

In the European Economic Area, or the EEA (which is comprised of the 28 Member States of the EU plus Norway, |celand and Liechtenstein), medical devices must comply with the
essential requirements of the EU Medical Devices Directive (Council Directive 93/42/EEC). Other countries, such as Switzerland and Turkey, have voluntarily adopted laws and regulations that
mirror those of the European Union with respect to medical devices compliance with the essential requirements of the EU Medical Devices Directive is aprerequisite to be able to affix the CE
mark of conformity, without which medical devices cannot be marketed or sold in the EEA. To demonstrate compliance with the essential requirements medical devices manufacturers must
undergo a conformity assessment procedure, which varies according to the type of medical device and its classification. Except for low risk medical devices (class| with no measuring function
and which are not sterile), where the manufacturer can issue an EC Declaration of Conformity based on a self-assessment of the conformity of its products with the essential requirements, a
conformity assessment procedure requires the intervention of aNotified Body, athird party organization designated by competent authorities of an EEA country to conduct conformity
assessments. The Notified Body would typically audit and examine the products' Technical File and the quality system for the manufacture, design and final inspection of the devices before
issuing a CE Certificate of Conformity demonstrating compliance with the relevant essential requirements of the Medical Devices Directive. In addition, compliance with SO 13845 on quality
systems issued by the International Organization for Standards, among other standards, establishes the presumption of conformity with the quality management system requirements of the
Medical Devices Directive. In addition, many countries apply requirements in their reimbursement, pricing or health care systems that affect companies’ ability to market products.
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Health Care Laws and Regulations
Third-Party Coverage and Rei mbursement

In the United States and el sewhere, health care providers that perform surgical procedures using medical devices such as ours generally rely on third-party payors, including
governmental payors such as Medicare and Medicaid and private payors, to cover and reimburse the associated medical and surgical costs. Consequently, sales of medical devices are
dependent in part on the availability of reimbursement to the customer from third-party payors. The manner in which reimbursement is sought and obtained varies based upon the type of payor
involved and the setting in which the product is furnished and utilized. In general, third-party payorswill provide coverage and reimbursement for medically reasonable and necessary
procedures and tests that utilize medical devices and may provide separate payments for theimplanted or disposable devices themselves. Most payors, however, will not pay separately for
capital equipment, such as for the Renaissance system. Instead, payment for the cost of using the capital equipment is considered to be covered as part of payments received for performing the
procedure. In determining payment rates, third-party payors are increasingly scrutinizing the prices charged for medical products and servicesin comparison to other therapies. The procedures
in which our products are used may not be reimbursed by these third-party payors at rates sufficient to allow usto sell our products on a competitive and profitable basis.

In addition, in many foreign markets, including the countries in the European Union, pricing of medical devicesis subject to governmental control. In the United States, there have been,
and we expect that there will continue to be, anumber of federal and state proposalsto limit payments by governmental payors for medical devices, and the procedures in which medical devices
are used.

In March 2010, comprehensive health care reform legislation was enacted through the passage of PPACA. Significant measures contained in the PPACA includeinitiativesto revise
Medicare payment methodologies, initiatives to promote quality indicators in payment methodol ogies (including the bundling of hospital and physician payments), initiatives related to the
coordination and promotion of research on comparative clinical effectiveness of different technologies and procedures, and annual reporting requirements related to payments to physicians and
teaching hospitals. At thistimeit is not possible to predict whether these initiatives will have a positive or negative impact on us. The PPACA also includes new taxes impacting certain health-
related industries, including medical device manufacturers. Beginning in 2013, each medical device manufacturer or importer isrequired to pay an excise tax (or salestax) in an amount equal to
2.3% of the price for which such manufacturer sellsits medical devices. We believe that this excise tax will apply to our products. In addition to PPACA, various healthcare reform proposals have
also emerged at the state level. We cannot predict whether future healthcare initiatives will beimplemented at the federal or state level or internationally, or the effect any future legislation or
regulation will have on us. The taxesimposed by the PPACA and the expansion in government’srolein the U.S. healthcare industry may result in decreased profitsto us, lower reimbursements
by payors for our products, and reduced medical procedure volumes, all of which may adversely affect our business, financial condition and results of operations, possibly materially.

Medicare and Medicaid
The Medicare program is afederal health benefit program administered by the CMS, that covers and pays for certain medical careitems and services for eligible elderly (age>65), blind
and disabled individuals, and individuals with end stage renal disease. The Medicaid program is a federal -state partnership under which states receive matching federal paymentsto fund

healthcare services for the poor. Because about 40% of patients undergoing spine surgery are Medicare beneficiaries, and because some private commercial health insurers and some state
Medicaid programs may follow the coverage and payment policies for Medicare, Medicare's coverage and payment policies are significant to our business.
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Medicare coverage for procedures using our technology currently existsin the hospital inpatient setting, which falls under Part A of the Medicare program. Under Medicare Part A,
Medicare reimburses acute care hospitals aflat prospectively determined payment amount for beneficiaries receiving covered inpatient servicesin an acute care hospital. This method of payment
isknown asthe PPS. Under PPS, the prospective payment for a patient’s stay in an acute care hospital is determined by the patient’s condition and other patient data and procedures performed
during the inpatient stay using a classification system known as DRGs. CM S has implemented arevised version of the DRG system that uses M S-DRGs, instead of the DRGs Medicare
previously used. The MS-DRGs are intended to more accurately account for the patient’s severity of illness when assigning each patient’s stay to a payment classification. Medicare pays afixed
amount to the hospital based on the MS-DRG into which the patient’s stay is classified, regardless of the actual cost to the hospital of furnishing the procedures, items and services that the
patient’s condition requires, except under limited circumstances. Accordingly, acute care hospitals generally do not receive direct Medicare reimbursement under PPS for the specific costs
incurred in purchasing medical devices. Rather, reimbursement for these costs is deemed to be included within the MS-DRG based payments made to hospitals for the services furnished to
Medicare eligible inpatients in which the devices are utilized. For casesinvolving unusually high costs, a hospital may receive additional “outlier” payments above the pre-determined amount. In
addition, there is amechanism by which new technology services can apply to Medicare for additional payments above the pre-determined amount, although such requests have not been
granted frequently.

Because PPS payments are based on predetermined rates and may be less than a hospital’s actual costsin furnishing care, acute care hospitals have incentives to lower their inpatient
operating costs by utilizing products, devices and supplies that will reduce the length of inpatient stays, decrease Iabor or otherwise lower their costs. For each MS-DRG, arelative weight is
calculated representing the average resources required to care for cases grouped in that particular MS-DRG rel ative to the average resources used to treat casesin all MS-DRGs. MS-DRG relative
weights are recal culated every year to reflect changes in technology and medical practice in abudget neutral manner. Under the MS-DRG payment system, there can be significant delaysin
obtaining adequate reimbursement amounts for hospitals for new technologies such that reimbursement may be insufficient to permit broad acceptance by hospitals.
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The Renaissance system is usually used in the inpatient setting in spinal fusion procedures which are considered standard-of-care for several diseases. Renaissance is employed in
several other spine surgeries (e.g., spina biopsy, cement augmentations), all of which are well established treatments for specified spinal diseases. We anticipate that Medicare will continue to
reimburse hospitals for spinal fusions using Renaissance, but CM S can revise MS-DRG assignments from year to year.

In addition to payments to hospitals for procedures using our technology, M edicare makes separate payments to physicians for their professional services. The American Medical
Association, or AMA, has developed a coding system known as the Current Procedural Terminology, or CPT, codes, which have been adopted by the Medicare program to describe and
develop payment amounts for certain physician services. The Medicare Physician Fee Schedul e uses CPT codes (and other codes) as part of the determination of allowable payment amounts to
physicians. In determining appropriate payment amounts for surgeons, CM S receives guidance from the AMA regarding the relative technical skill level, level of resources used, and complexity
of anew surgical procedure. Generally, the FDA approval of anew product is necessary, but not necessarily sufficient, for the designation of anew procedure code for anew surgical procedure
using that product. Codes are assigned by either the AMA (for CPT codes) or CM S (for Medicare specific codes) and new codes usually become effective on January 1st of each year.
Physicians placing pedicle screwsin posterior spinal fixation procedures submit bills under various CPT codes. These codes are separate from the arthrodesis codes (for the fusion procedure)
and other intraoperative procedures such as bone grafting.

Commercial Insurers

In addition to the Medicare program, many private payors|ook to CMS policies as aguideline in setting their coverage policies and payment amounts. The current coverage policies of
these private payors may differ from the Medicare program, and the payment rates they make may be higher, lower, or the same as the Medicare program. A decrease of, or limitation on,
reimbursement payments for doctors and hospitals by CM S or other agencies may affect coverage and reimbursement determinations by many private payors. Additionally, some private payors
do not follow the Medicare guidelines, and those payors may reimburse only a portion of the costs associated with the use of our products, or not at all.

Fraud and Abuse Laws

Because of the significant federal funding involved in Medicare and Medicaid, Congress and the states have enacted, and actively enforce, anumber of laws whose purposeisto
eliminate fraud and abuse in federal health care programs. Our businessis subject to compliance with these laws.

Anti-Kickback Statutes and Federal False Claims Act

The federal healthcare programs’ Anti-Kickback Statute prohibits persons from soliciting, offering, receiving or providing remuneration, directly or indirectly, in exchange for or to
induce either the referral of an individual, or the furnishing or arranging for agood or service, for which payment may be made under afederal healthcare program such as Medicare or Medicaid.
The definition of “remuneration” has been broadly interpreted to include anything of value, including for example gifts, certain discounts, the furnishing of free supplies, equipment or services,
credit arrangements, payments of cash and waivers of payments. The PPACA amended the intent requirement of the Anti-Kickback Statute. A person or entity no longer needs to have actual
knowledge of the Anti-Kickback Statute or specific intent in order to violate it. Penalties for violationsinclude criminal penalties and civil sanctions such as fines, imprisonment and possible
exclusion from Medicare, Medicaid and other federal healthcare programs. In addition, the PPACA provides that the government may assert that a claim including items or services resulting from
aviolation of the federal Anti-Kickback Statute constitutes afalse or fraudulent claim for purposes of the federal False Claims Act or federal civil money penalties statute, discussed in more detail
below.
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The Anti-Kickback Statute is broad and prohibits many arrangements and practices that are lawful in businesses outside of the healthcare industry. Recognizing that the Anti-Kickback
Statute is broad and may technically prohibit many innocuous or beneficial arrangements, Congress authorized the Office of Inspector General of the U.S. Department of Health and Human
Services, or OIG, to issue aseries of regulations, known as “safe harbors.” These safe harbors, issued by the OIG beginning in July 1991, set forth provisions that, if all their applicable
requirements are met, will assure healthcare providers and other parties that they will not be prosecuted under the Anti-Kickback Statute. The failure of atransaction or arrangement to fit
precisely within one or more safe harbors does not necessarily mean that it isillegal or that prosecution will be pursued. However, conduct and business arrangements that do not fully satisfy
each applicable safe harbor may result in increased scrutiny by government enforcement authorities such asthe OIG.

Many states have adopted laws similar to the Anti-Kickback Statute. Some of these state prohibitions apply to referral of patients for healthcare items or services reimbursed by any
source, not only the Medicare and Medicaid programs.

Government officials have focused their enforcement efforts on marketing of healthcare services and products, among other activities, and recently have brought cases against
companies, and certain sales, marketing and executive personnel, for allegedly offering unlawful inducements to potential or existing customersin an attempt to procure their business.

Another development affecting the healthcare industry is the increased use of the federal Civil False Claims Act and, in particular, actions brought pursuant to the False Claims Act's
“whistleblower” or “qui tam” provisions. The False Claims Act imposes liability on any person or entity that, among other things, knowingly presents, or causes to be presented, afalse or
fraudulent claim for payment by afederal healthcare program. The qui tam provisions of the False Claims Act allow aprivate individual to bring actions on behalf of the federal government
alleging that the defendant has submitted afalse claim to the federal government, and to share in any monetary recovery. In recent years, the number of suits brought against healthcare
providers by private individuals hasincreased dramatically. In addition, various states have enacted false claim laws analogous to the Civil False Claims Act, although many of these state laws
apply where a claim is submitted to any third-party payor and not merely afederal healthcare program.

When an entity is determined to have violated the False Claims Act, it may be required to pay up to three times the actual damages sustained by the government, plus civil penalties of
between $5,500 to $11,000 for each separate fal se claim. There are many potential bases for liability under the False Claims Act. Liability arises, primarily, when an entity knowingly submits, or
causes another to submit, afalse claim for reimbursement to the federal government. The False Claims Act has been used to assert liability on the basis of inadequate care, kickbacks and other
improper referrals, and improper use of Medicare numbers when detailing the provider of services, in addition to the more predictable all egations as to misrepresentations with respect to the
services rendered. In addition, companies have been prosecuted under the False Claims Act in connection with alleged off-label promotion of products. Our future activities relating to the
reporting of wholesale or estimated retail prices for our products, the reporting of discount and rebate information and other information affecting federal, state and third-party reimbursement of
our products, and the sale and marketing of our products, may be subject to scrutiny under these laws.

Additionally, several bills have been passed or are pending, at both the state and federal levels that expand the anti-kickback laws to require, among other things, extensive tracking and
maintenance of databases regarding relationships to physicians and healthcare providers. The PPACA imposes new reporting and disclosure requirements on device manufacturers for any
“transfer of value” made or distributed to physicians and teaching hospitals, otherwise known as the Physician Payment Sunshine Act. Device manufacturers were required to begin collecting
dataon August 1, 2013 and will be required to submit reportsto CM S by March 31, 2014 (and the 90th day of each subsequent calendar year). In addition, there has been arecent trend of
increased federal and state regulation of payments made to physicians. Some states, such as California, Massachusetts and Nevada, mandate implementation of commercial compliance programs,
while certain states, such as Massachusetts and VVermont, impose restrictions on device manufacturer marketing practices and tracking and reporting of gifts, compensation and other
remuneration to physicians. Theimplementation of the infrastructure to comply with these bills and regulations could be costly and any failure to provide the required information may result in
civil monetary penalties.
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We believe our current consulting agreements with physicians represent | egitimate compensation for needed documented services actually furnished to us. However, engagement of
physician consultants by orthopedic medical device manufacturers has recently been subject to heightened scrutiny, and has resulted in four of the major orthopedic medical deviceimplant
manufacturers entering deferred prosecution agreements with the federal government and agreeing to pay substantial amounts to the federal government in settlement of Anti-Kickback Statute
alegations, and al such companies submitting to supervision by a court appointed monitor throughout the term of the eighteen month agreements. In this environment, our engagement of
physician consultants in product development and product training and education could subject usto similar scrutiny. We are unable to predict whether we would be subject to actions under
the Anti-Kickback Statute or False Claims Act or any similar state law, or theimpact of such actions.

It is possible that regul atory agencies may view our physician and customer arrangements as prohibited arrangements that must be restructured, or discontinued, or for which we could
be subject to other significant penalties. We would be materially and adversely affected if regulatory agencies interpret our financial relationships with spine surgeons, hospitals or other
customers who order our productsto bein violation of applicable laws. In addition, various agencies may view these arrangements with our customers, including the provision of marketing
grants to customers for the purposes of training surgeons and the provision of accessories at no charge or discounted prices with the purchase of the Renaissance system as not fully complying
with federal and state fraud and abuse laws. To the extent we are found to not be in compliance, we could face potentially significant fines and penalties in addition to other more significant
sanctions and we may be required to restructure our operations. This could subject us to monetary penalties for non-compliance, the cost of which could be substantial. The costs of defending
such claims, aswell as any sanctionsimposed or negative public perceptions resulting therefrom could have a material adverse effect on our financial performance.

HIPAA and Other Fraud and Privacy Regulations

Among other things, HIPAA created two new federal crimes: healthcare fraud and fal se statements relating to healthcare matters. The HIPAA health care fraud statute prohibits, among
other things, knowingly and willfully executing, or attempting to execute, a scheme to defraud any healthcare benefit program, including private payors. A violation of this statute is afelony and
may result in fines, imprisonment and/or exclusion from government sponsored programs. The HIPAA fal se statements statute prohibits, among other things, knowingly and willfully falsifying,
concealing or covering up amaterial fact or making any materially false, fictitious or fraudulent statement or representation in connection with the delivery of or payment for healthcare benefits,
items or services. A violation of this statute is afelony and may result in fines and/or imprisonment.

In addition to creating the two new federal healthcare crimes, regulationsimplementing HIPAA also establish uniform standards governing the conduct of certain electronic healthcare
transactions and protecting the security and privacy of individually identifiable health information maintained or transmitted by healthcare providers, health plans and healthcare clearinghouses,
which arereferred to as “ covered entities.” Three standards have been promulgated under HIPAA’s regulations: the Standards for Privacy of Individually Identifiable Health Information, which
restrict the use and disclosure of certain individually identifiable health information, the Standards for Electronic Transactions, which establish standards for common healthcare transactions,
such as claimsinformation, plan eligibility, payment information and the use of electronic signatures, and the Security Standards, which require covered entities to implement and maintain certain
security measures to safeguard certain electronic health information, including the adoption of administrative, physical and technical safeguards to protect such information.
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In 2009, Congress passed the American Recovery and Reinvestment Act of 2009, or ARRA, which included sweeping changes to HIPAA, including an expansion of HIPAA's privacy
and security standards. ARRA includes HITECH, which, among other things, made HIPAA's privacy and security standards directly applicable to “business associates” of covered entities
effective February 17, 2010. A business associate is a person or entity that performs certain functions or activities on behalf of acovered entity that involve the use or disclosure of protected
health information in connection with recognized health care operations activities. Asaresult, business associates are now subject to significant civil and criminal penalties for failure to comply
with applicable standards. Moreover, HITECH creates a new requirement to report certain breaches of unsecured, individually identifiable health information and imposes penalties on entities
that fail to do so. HITECH also increased the civil and criminal penalties that may be imposed against covered entities, business associates and possibly other persons and gave state attorneys
general new authority to file civil actions for damages or injunctionsin federal courtsto enforce the federal HIPAA laws and seek attorney fees and costs associated with pursuing federal civil
actions. The final omnibus rule modifies the breach reporting standard in amanner that will likely make more data security incidents qualify as reportable breaches. We believe that we are neither
acovered entity nor, as of February 17, 2010, a business associate of our hospital customers. As such, we believe that we are not directly subject to these HIPAA standards; however, thereis no
guarantee that the government will agree with our determination. If the government determines that we are a business associate, we could be subject to enforcement measures, including civil and
criminal penalties and fines for violations of the privacy or security standards. For the purpose of avoiding risk associated with our exposure to individually identifiable health information, we
have voluntarily adopted and trained our personnel on an internal policy addressing the fundamentals of HIPAA compliance. While the government intended this | egislation to reduce
administrative expenses and burdens for the healthcare industry, our compliance with certain provisions of these standards entails significant costs for us.

In addition to federal regulationsissued under HIPAA, some states have enacted privacy and security statutes or regulations that, in some cases, are more stringent than those issued
under HIPAA. In those cases, it may be necessary to modify our planned operations and procedures to comply with the more stringent state laws. If we fail to comply with applicable state laws
and regul ations, we could be subject to additional sanctions.

Anti-Bribery Laws

Compliance with complex foreign and U.S. laws and regulations that apply to our international operationsincreases our cost of doing businessin international jurisdictions and could
expose us or our employeesto fines and penaltiesin the U.S. and abroad. These numerous and sometimes conflicting laws and regulations include the FCPA. The FCPA prohibits U.S.
companies, companies whose securities are listed for trading in the United States and other entities, and their officers, directors, employees, shareholders acting on their behalf and agents from
offering, promising, authorizing or making payments to foreign officials for the purpose of obtaining or retaining business abroad or otherwise obtaining favorable treatment. The FCPA aso
requires companies to maintain records that fairly and accurately reflect transactions and maintain internal accounting controls. In many countries, hospitals are government-owned and
healthcare professionals employed by such hospitals, with whom we regularly interact, may meet the definition of aforeign official for purposes of the FCPA. Additionally, recently enacted U.S.
legislation increases the monetary reward available to whistleblowers who report violations of federal securitieslaws, including the FCPA, which may result in increased scrutiny and allegations
of violations of these laws and regulations. Violations of these laws and regulations could result in fines, criminal sanctions against us, our officers, or our employees, prohibitions on the
conduct of our business, and damage to our reputation.

Manufacturing and Assembly

The Renai ssance system includes off-the-shelf and custom made components produced to our specifications by various third parties. We purchase from a number of suppliers major
components of the Renaissance system, including the computer hardware, the RBT Device and its controllers, the screen, system console, the molded fiberglass housing and machined metal
parts, and the various electro-mechanical components that support the Renai ssance system. We internally devel op the software components and license certain software components that are
generally available for commercial use as open source software.

We outsource manufacturing of the Renaissance system and most of the product's sub-assemblies which are assembled by subcontractors according to work plans and designs
prepared by us. We believe that outsourcing allows us to carry lower inventory levels and maintain fixed unit costs with minimal infrastructure and without incurring significant capital
expenditures and rely on the economy of scale of the subcontractors. We have non-disclosure agreements with our subcontractors. The manufacturing plan is based on our sales forecast, and
we believe that at this stage, by using our current subcontractors, we are able to meet demand level and increase production quantities if necessary.
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We believe that our subcontractors’ manufacturing processes are in compliance with pertinent U.S. and/or international quality and safety standards, such as SO 9001, I SO 13485, or
the FDA’sQSR.

We conduct in-house prototype devel opment and present detail ed manufacturing documentation to our subcontractors, who then purchase most of the necessary components and
manufacture the product or subassemblies. These manufacturing subcontractors provide us fully assembled, or “turn-key,” services.

We control and monitor the quality of our products by testing each product and through extensive involvement in the production process in house and at the facilities of our
subcontractors. To the best of our knowledge, our subcontractors have no significant manufacturing limitation in reference to our manufacturing needs.

As of the date hereof, five of our subcontractors are single sources subcontractors. Replacement of three of such single source subcontractors may take between three to four months,
while replacement of the other two single source subcontractors, who are key suppliers, may take between six to eight months. One of these single source subcontractors, MPS Micro Precision
Systems AG, or MPS, manufactures the RBT Device, while the other single source subcontractor, Tamuz F.T.K Solutions Ltd., or Tamuz, assembles the Renai ssance workstation. Due to their
nature, certain components must be ordered up to six monthsin advance, resulting in substantial lead time for certain production runs. In the event that such limited source suppliers are unable
to meet our requirementsin atimely manner, we may experience an interruption in production until we can obtain an alternate source of supply. See“Item 3. Key Information — D. Risk Factors—
Risks Related to Our Business—Our reliance on third-party suppliers, including single source suppliers, for most of the components of the Renaissance system could harm our ability to meet
demand for our productsin atimely and cost effective manner.” In order to mitigate this risk, we provide our suppliers with a purchasing plan and athree to nine month estimate of future orders.
In addition, our agreements with such single source subcontractors provide, among other things, that should the subcontractor wish to terminate our agreement, it must provide us with along
prior notice with respect thereof. With respect to MPS, our agreement requires a prior notice of eighteen months for termination. Our agreements with Tamuz, and MPS are currently scheduled to
expirein January 2015. Furthermore, to mitigate the risk of loss of our suppliers, we constantly hold safety inventory stock of complete units of the Renaissance system.

C. Organizational Structure

We currently have one wholly owned subsidiary: Mazor Robotics, Inc., which isincorporated in Delaware, United States.
D. Property, Plant and Equipment

Our offices and research and development facility arelocated at 7 Haeshel St., Caesarea Park South 3088900, |srael, where we occupy approximately 953 square meters. We lease this
facility and our lease ends on December 31, 2014. Our monthly rent payment pursuant to the lease for our offices and research and devel opment facility as of December 2013 was NIS 38,459,
partialy linked to the Israeli CPI (approximately $11,080).

Our U.S. headquarters are located in Orlando, Florida, where we occupy approximately 6,445 square feet. We lease our U.S. headquarters, and such lease ends on May 11, 2016. We have
aright to renew the lease for two twelve month terms. Our monthly rent payment pursuant to the lease for our U.S. headquarters as of December 2013 was $11,813 escalating by 3% for each of
the second and third lease years.

We consider our current office space sufficient to meet our anticipated needs for the foreseeable future and believe it is suitable for the conduct of our business.

ITEM 4A. UNRESOLVED STAFF COMMENTS

Not applicable.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

Thefollowing discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated financial statements and the related
notesincluded in this annual report. The discussion below contains forward-looking statements that are based upon our current expectations and are subject to uncertainty and changesin
circumstances. Actual results may differ materially from these expectations due to inaccurate assumptions and known or unknown risks and uncertainties, including those identified in
“Cautionary Note Regarding Forward-L ooking Statements” and in “Item 3. Key Information — D. Risk Factors’.

A. Operating Results
Overview

We are amedical device company developing and marketing innovative surgical guidance systems and complementary products. Our expertise isin robotic, computerized and imaging-
based systems, primarily in the field of spine surgery. Our Renaissance Surgical Guidance System enables surgeons to advance from freehand surgical procedures to accurate, state-of-the-art,
precision guided procedures. Our FDA-cleared and CE-marked Renaissance system is used in multiple types of spine surgeries, whether open or minimally invasive, for avariety of clinical
indications. Our Renaissance system and its predecessor have been used in over 7,000 spine surgeries, including fusion, correction of spinal deformities, biopsy collection, tumor excision and
cement augmentations. Our Renai ssance system has the ability to improve clinical outcomes for patients, provide a safer surgical environment for surgeons and operating room staff by reducing
exposure to radiation, and deliver economic value to hospitals and payors.

We have incurred net losses in each year since our inception in 2000 and, as of December 31, 2013, we had an accumul ated deficit of $72,535,000. We expect to continue to incur
significant operating | osses as we increase our sales and marketing activities associated with the growing commercialization of the Renaissance system in the United States, Europe and new
marketsin Asia, and otherwise continue to invest capital in the development and expansion of our products and our business generally. We also expect our research and devel opment expenses
to increase as we continue to expand our research and devel opment activities, including the support of existing products and the research and devel opment of potential future products. We also
intend to continue to research and publish the clinical value proposition of the Renaissance system.

Recent business events and key milestonesin the development of our businessinclude the following:

. The closing of our public offering of 2,760,000 ADSsin November 2013, including ADSs issued pursuant to the underwriters option to purchase additional shares, at a price of
$17.00 per ADS, bringing total net proceeds from the offering to $42,620,000, after deducting underwriting discounts and commissions and other offering expenses paid by us.

. Thelisting of the ADSs on the NASDAQ Capital Market in May 2013, which are currently traded on the NASDAQ Global Market.

. The strategic investment in August 2012 by a group led by Oracle Investors, LLC, and certain of its affiliates, or the Oracle Investors, with the total original amount invested of
$7.5 million and an additional $7.5 million invested in June and July 2013 upon the release of the shares and warrant shares, issued in connection with this investment, from a
statutory lock up with the TASE in Israel and following the registration and listing of the ADSs on the NASDAQ Capital Market.

. A significant increase of our installed base globally, with 63 active systems, including 34 systemsinstalled in the United States, as of December 31, 2013. During the year ended
December 31, 2013, we sold 23 systems and one system upgrade.

. Entrance to the U.S. market with asignificant increase of our sales and marketing infrastructure. As of December 31, 2013, our U.S. sales team consisted of 50 sales employees,
including 14 employees focusing on capital salesand 31 in clinical salesteam.

. The FDA clearance of the Renaissance system from July 2012 for brain procedures designed for several applicationsincluding biopsies, shunt placements and neurostimulation
electrode placement for deep brain stimulation.
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° Signing adistribution agreement with adistributor in Australiaresulting in a sale of our Renaissance system.
° The expected launch of the Brain application in April 2014.

We believe that the key to the continuing growth of our businessis expanding the acceptance of the Renaissance system for spinal surgery, and introducing other potential future
applications.

Critical Accounting Paliciesand Significant Judgments and Estimates

The preparation of financial statementsin conformity with International Financial Reporting Standards, or IFRS, requires management to make judgments, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The accounting estimates used in the preparation of our financial statements require management to make assumptions regarding circumstances and events that involve considerable
uncertainty. Management prepares the estimates on the basis of past experience, various facts, external circumstances, and reasonable assumptions according to the pertinent circumstances of
each estimate.

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

Our significant accounting policies are more fully described in Note 3 to our consolidated financial statements as of December 31, 2013 included el sewhere in this annual report.
However, certain of our accounting policies are particularly important to the description of our financial position and results of operations. In applying these critical accounting policies, our
management uses its judgment to determine the appropriate assumptions to be used in making certain estimates. Those estimates are based on our historical experience, the terms of existing
contracts, our observation of trendsin the industry, information provided by our customers and information available from other outside sources, as appropriate. These estimates are subject to
an inherent degree of uncertainty. Our critical accounting policiesinclude:

Revenue Recognition

Revenueis generated from three main components: (1) sales of our Renaissance system, including installation services and training; (2) sales of disposable components and
accessories; and (3) warranty and maintenance services related to the systems sold, which includes replacement parts, software updates, preventive maintenance and on-call support as detailed
in the agreement.

The alocation of consideration from arevenue arrangement to its separate units of account is based on the relative fair values of each unit. If the fair value of the delivered itemisnot
reliably measurable, then revenue is allocated based on the difference between the total arrangement consideration and the fair value of the undelivered item. We usually determine the fair value
of the warranty and maintenance services component based on the renewal quote offered in the agreement.

We recogni ze revenue from the above mentioned components in accordance with International Accounting Standards No.18, “Revenue Recognition,” including provisions related to
recognition of revenue from multiple-component transactions, when the significant risks and rewards of ownership of the goods transferred to the customer; it is probabl e that the economic
benefits associated with the transaction will flow to us; the costs incurred or to beincurred in respect of the transaction can be measured reliably; we retain neither continuing managerial
involvement to the degree usually associated with ownership nor effective control over the goods sold; and the amount of revenue can be measured reliably.
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The revenue from sales of systemsisrecognized at the time of transfer of the significant risks and rewards of ownership asfollows:

. Sales to end customers — Upon the completion of installation of the system, training of at least one surgeon, which typically occurs prior to or concurrent with the system
installation, and customer acceptance, if required.

. Salesto distributors - Upon delivery to the distributor, provided that the significant risks and rewards of ownership of the system are transferred to the distributor upon
delivery, the distributor has no right of return, receipt of the consideration is probable and not dependent on the distributor’s ability to collect from the end customer, the
commitment to carry out installation and training for the end customer lies with the distributor and that the distributor has been authorized to perform the installation and
training for the end customers. If the above conditions are not met, we recognize revenue at the time of fulfillment of the conditions for recognition of revenue from the end
customer.

Revenue from the disposable components sales is recognized at the time of the transfer of the significant risks and rewards of ownership asfollows:

. In salesto end customers— Upon delivery.

. In sales to distributors —Upon delivery to the distributor, provided that the significant risks and rewards of ownership of the components are transferred to the distributor upon
delivery, the distributor has no right of return and that the receipt of the consideration is probable and not dependent on the distributor’s ability to collect from the end
customer.

Revenue from warranty and maintenance servicesis recognized proportionately over the period of rendering of the service and subject to the other conditions for revenue recognition
specified above.

Functional Currency

Through September 2012 our functional currency had been determined to be NIS, which was the currency of the primary economic environment in which our operations were conducted.
This determination was based on the fact that we had not recorded significant stable recurring revenues in adominant currency since our inception, whereas the currency that mainly influenced
our expenses, aswell as the currency in which funds from financing activities were generated, was NIS. In September 2012, we determined that our functional currency changed to U.S. dollars.
This determination resulted from a change in relevant circumstances whereby sales transactions denominated in U.S. dollars, which began in 2011 and stabilized in 2012, became the primary
source of sales revenue, expenses denominated in U.S. dollars began to exceed thosein NIS and we completed aU.S. dollar denominated significant financing transaction. We believe that these
circumstances indicated a change in our functional currency which will continue to reflect the nature of our future operations.

Share-Based Compensation

We account for share-based compensation arrangements in accordance with the provisions of International Financial Reporting Standard 2, or IFRS2. IFRS2 requires us to recognize
share-based compensation expense for awards of equity instruments based on the grant-date fair value of those awards. The cost is recognized as compensation expense, based upon the grant-
date fair value of the equity or liability instrumentsissued. The fair value of our option grantsis computed as of the grant date based on the binominal model, using the standard parameters
established in that model including estimates relating to exercise price of the instrument, expected volatility (based on the historic volatility), an early exercise coefficient, the risk-free interest rate
(based on government debentures) and share price on the measurement date. As our stock is publicly traded on the TASE, we do not need to estimate the fair market value of our shares. Rather,
we use the actual closing market price of our ordinary shares on the date of grant, as reported by the TASE. The value of the transactions, measured as described above, is recognized as an
expense over the vesting period.
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Government Participation in Research and Development Expenses

We received research and devel opment grants from the State of Israel through the OCS. In accordance with the OCS programs, we are entitled to a specific grant with respect to a
development project only after we incur development costs related to the project. Such grants are accounted for as forgivable loans according to International Accounting Standards No. 20,
“Accounting for Government Grants and Disclosure of Government Assistance”, or IAS 20, since they are repayable only if we generate revenues related to the underlying project.

In accordance with IAS 20, we account for grants received from the OCS as aliability according to their fair value on the date of their receipt, unless on that date it is reasonably certain
that the amount we received will not be refunded, in which case the grants are carried to income as areduction of the research and devel opment expenses.

Upon theinitiation of any project for which we have received agrant, we consider if it is reasonably certain that the project will reach the revenue-generating stage during the entire
devel opment phase of the project when determining the accounting treatment of the related grant. Our determination is based on various factors including our past experience.

We reexamine the liability to the OCS each reporting period by reviewing the estimate of our future payments to the OCS based on our future sales forecasts.
Capitalization of Development Costs

We capitalize devel opment expenditure in accordance with International Accounting Standard No. 38 "Intangible Assets", or IAS 38, only if development costs can be measured
reliably; the product or process is technically and commercially feasible; future economic benefits are probable and we intend to and have sufficient resources to compl ete development and to
use or sell the asset.

We capitalize devel opment costs based on our judgment regarding technological and economic feasibility, which generally exists when a product devel opment project reaches a defined
milestone, or when we enter into a transaction to sell the know-how that was derived from the development. In regards to our products, technological feasibility usually occur only when the
clinical trials succeed and following receipt of approval from the FDA.

Inventory Valuation

Inventory is measured at the lower of cost and net realizable value. Inventory costsinclude direct materials and direct labor. We review our inventory periodically to determine net
realizable value and the necessity of provisions for obsolescence, which may result from excess, slow-moving or obsolete inventories. We write down inventory, if required, based on forecasted
demand and technological obsolescence. These factors areimpacted by market and economic conditions, technology changes and new product introductions and require estimates that may
include uncertain elements.

Accounting for Income Taxes

As part of the process of preparing our consolidated financial statements we are required to estimate our income taxesin each of the jurisdictionsin which we operate. This process
requires us to estimate our actual current tax exposures and make an assessment of temporary differences resulting from differing treatment of items for tax and accounting purposes. These
differences result in deferred tax assets and liabilities, which are included within our consolidated balance sheet. Significant management judgment is required in determining our provision for
income taxes, deferred tax assets and liabilities. Changes to these estimates may result in asignificant increase or decrease to our tax provision in the current or subsequent period.

We recognize deferred tax assets for unused tax losses, tax benefits, and deductible temporary differences to the extent that it is probable that future taxable profitswill be available

against which that can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realized. A
provision for uncertain tax positions, or reduction in deferred tax asset, is recognized when it is probabl e that the Group will have to use its economic resources to pay the obligation.

74




The calculation of our tax liabilities or reduction in deferred tax asset involves dealing with uncertainties in the application of complex tax regulations and estimates of future taxable
income in different geographical jurisdictions. We recognize liabilities for uncertain tax positionsif it is probable to be realized. It isinherently difficult and subjective to estimate such amounts,
as we have to determine the probability of various possible outcomes. We re-eval uate these uncertain tax positions on a periodical basis. This evaluation is based on factors including, but not
limited to, changesin facts or circumstances, changesin tax law, effective settlement of audit issues, and new audit activity. Such achange in recognition or measurement would result in the
recognition of atax benefit or an additional charge to the tax provision.

Warrants

In August 2012, we entered into an agreement, described in Note 27C(2) to our consolidated financial statements as of December 31, 2013, according to which the Oracle Investors were
issued on September 27, 2012 shares and warrants exercisable into variable number of our shares. See “Item 10. Additional Information — C. Material Contracts’, for more details. In accordance
with IFRS, warrants for avariable number of shares represent afinancial liability that isaderivative. We measured the fair value of the derivative instruments at each period end using standard
valuation technique for this type of instrument (Monte Carlo Model) on the basis of (1) observable inputs (such as the price of our shares and the NIS/dollar exchange rate), and (2)
unobservable inputs as of December 31, 2012, as follows: 44.26% expected volatility, -13.99% correl ation between the share price and the change in the exchange rate, 1.71% risk-free interest rate,
and expected life of three yearsif mandatory exercise will not occur or 0.48 years if mandatory exercise will occur. We estimated there was a 90% probability that mandatory exercise will occur.
We used the services of Financial Immunities Dealing Room Ltd., an independent valuation specialist, which has appropriate professional qualifications and experience in the valuation of
financial derivativesto assist uswith the fair value measurement of the derivative instrument.

On May 28, 2013, we provided the Oracle Investors with a notice of mandatory exercise, pursuant to which the Oracle Investors shall, within 30 days, exercise such warrants for total
consideration of $7,500,000 into afixed number of 4,996,251 Ordinary Shares as determined as of May 28, 2013. Due to this change in the effective terms of the derivative instrument, we chose as
an accounting policy to reassess the terms of the derivative instrument as of May 28, 2013. Accordingly, we determined the derivative instrument to be an equity instrument, and as aresult, we
reclassified the derivative instrument according to its fair value as of May 28, 2013 to equity. All of such warrants have been exercised into 4,996,251 Ordinary Shares.

While we believe we have applied appropriate judgment in the assumptions and estimates, variationsin judgment in applying assumptions and estimates used in the valuations could
have had amaterial effect upon the valuation results, and thus, on our financial statements. Asfully described in Note 16 to our consolidated financial statements as of December 31, 2013, the
derivative instrument was classified to equity on May 28, 2013 and is no longer measured at fair value.

Results of Operations
Comparison of year ended December 31, 2013 and year ended December 31, 2012
Revenue

The following table presents our total revenues by geographic areaand by line of product for the fiscal yearsindicated (in thousands of U.S. dollars and as a percentage of total
revenues):

For the Year Ended December 31,

2013 2012
United States $ 15,021 5% $ 9,474 8%
International 4,962 25% 2,701 22%
Total $ 19,983 100% $ 12,175 100%
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2013 2012

Systems $ 13,527 68% $ 8,656 71%
Sale of disposables 3,505 17% 1,918 16%
Services and other 2,951 15% 1,601 13%
Total $ 19,983 100% $ 12,175 100%

Total revenue was $19,983,000 for the year ended December 31, 2013, compared to $12,175,000 for the year ended December 31, 2012. The increase in revenue of $7,808,000, or 64%, was
due to a$4,870,000, or 56%, increase in Renaissance system revenue, a $1,586,000, or 83%, increase in disposables revenue, and a $1,350,000, or 85%, increase in service and other revenue.

Theincrease in sales of our Renaissance systems during the year ended December 31, 2013 compared to the year ended December 31, 2012 was attributabl e to the sales of 23 units of our
Renaissance system and one system upgrade during the year ended December 31, 2013, compared to 15 units sold during the year ended December 31, 2012.

Theincrease in disposables revenue during the year ended December 31, 2013 compared to the year ended December 31, 2012 was primarily due to the continued adoption of
Renaissance, driven by the growth of our commercial installed base worldwide.

Theincreasein service and other revenue during the year ended December 31, 2013 compared to the year ended December 31, 2012 was attributable to an increase in the installed base
of Renaissance systems covered under warranty and maintenance contracts.

Theincrease in revenue derived from the United States of $5,547,000, or 59%, was primarily due to the 15 commercial Renaissance system sales and one system upgrade during the year
ended December 31, 2013, compared to 11 commercial sales during the year ended December 31, 2012. Theincreasein international revenue of $2,261,000, or 84%, was primarily due to the eight
international sales of our Renaissance system during the year ended December 31, 2013, compared to four international commercial sale of our Renaissance system during the year ended
December 31, 2012.

Cost of Sales

Cost of saleswas $4,280,000 for the year ended December 31, 2013, compared to $2,893,000 for the year ended December 31, 2012. Theincrease in cost of sales of $1,387,000, or 48%, was
primarily dueto an increase in recognition of the costs from sales of our Renaissance system. The increased costs were due to costs associated with 24 unit sales (including one upgrade)
recoghized during the year ended December 31, 2013, compared to costs associated with 15 unit sales recognized during the year ended December 31, 2012, and the increase in cost associated
with theincremental number of employeesin the operations department.
Gross Profit

Gross profit was $15,703,000 for the year ended December 31, 2013, or 78.6% of revenues, compared to $9,282,000, or 76.2% of revenues, for the year ended December 31, 2012. The
increase in gross profit of $6,421,000, or 69%, and the gross margin as a percentage of sales was primarily due the increase in sales volume in the period. In addition, the volume of fixed expenses
did not increase by the same rate as the 64% increase in salesin the year ended December 31, 2013 compared to the corresponding period of 2012.
Operating Expenses

For theyear Ended December 31,

(in thousands) Increasein
2013 2012 dollars %
Research and development, net $ 4174 $ 2,760 1414 51
Selling and marketing $ 15692 $ 8,887 6,805 7
Genera and administrative $ 2,766 $ 1,845 921 50
Total operating expenses $ 2632 $ 13,492 9,140 68
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Research and Development Cost, Net

Research and development cost, net was $4,174,000 for the year ended December 31, 2013, compared to $2,760,000 for the year ended December 31, 2012. The increase of $1,414,000, or
51%, was primarily due to our effortsin developing additional applications and new products.

Selling and Marketing Expenses

Selling and marketing expenses were $15,692,000 for the year ended December 31, 2013, compared to $8,887,000 for the year ended December 31, 2012. The increase of $6,805,000, or 77%,
was primarily due to the expansion of effortsto penetrate to the U.S. market and the efforts to penetrate the Asian market. Such efforts included, among other things, recruitment of additional
sales personnel in the United States, expansion of marketing activities including participating in exhibitions, holding cadaver labs and continued introduction activities of our Renaissance
system. In addition, thisincrease is attributable to increase in commissions paid to the sales force due to higher volume of sales. Selling and marketing expenses for the year ended December 31,
2013 also included an excise tax feein the amount of $241,000 resulting from certain healthcare legislation. See “Item 10. Additional Information — E. Taxation — Medical Devices Excise Tax.”
General and Administrative Expenses

General and administrative expenses were $2,766,000 for the year ended December 31, 2013, compared to $1,845,000 for the year ended December 31, 2012. Theincrease is mostly due to
recruiting new employees and the increase in professional consulting needed to support the expansion of our activities and listing of our ADSs on the NASDAQ Capital Market.

Finance expenses, net

Finance expense, net was $13,433,000 for the year ended December 31, 2013, compared to $2,831,000 for the year ended December 31, 2012. The increase in finance expense, net of
$10,602,000, or 374%, was primarily due to the change in the fair value of the warrants which were issued to investors, recorded as a derivative instrument, whereby the changein fair value
totaling $13,510,000 in 2013 and $2,815,000 in 2012 was carried to finance expenses, net in the income statement.
Taxeson Income

We recorded atax expense of $167,000 for the year ended December 31, 2013, compared to an expense of $23,000 for the year ended December 31, 2012. We incur tax expense only in the

U.S. Theincrease in tax expensesin the year ended December 31, 2013 is mainly due to taxable income before tax in the Subsidiary following an increase in income from U.S. activity.
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Lossand Loss per Share

Loss was $20,529,000, or $0.57 per share, for the year ended December 31, 2013, compared to loss of $7,064,000, or $0.29 per share, for the year ended December 31, 2012.

Theincreasein lossin the year ended December 31, 2013 mainly derives from finance expensesin the amount of $13,510,000 recorded in the year ended December 31, 2013 due to the
change in the fair value of aderivative instrument, as discussed above, and an increase of $2,719,000 in operating loss in the year ended December 31, 2013 compared to the corresponding period

of 2012.
Comparison of thefiscal yearsended December 31, 2012 and December 31, 2011

Revenue

The following tables present our total revenues by line of product and by geographic areafor the fiscal yearsindicated (in thousands of U.S. dollars and as a percentage of total

revenues):
For the Year Ended December 31,
2012 2011
United States $ 9,474 8% $ 3,067 52%
Western Europe 632 5% 2,040 35%
Eastern Europe 51 0% 188 3%
Asia 2,018 17% 609 10%
Total $ 12,175 100% $ 5,904 100%
2012 2011
Systems $ 8,656 1% $ 4,114 70%
Sale of Disposables 1,918 16% 954 16%
Services and other 1,601 13% 836 14%
Total $ 12,175 100% $ 5,904 100%

Total revenue was $12,175,000 for the year ended December 31, 2012, compared to $5,904,000 for the year ended December 31, 2011. The increase in revenue of $6,271,000, or 106%, was

due to a$4,542,000, or 110%, increase in Renaissance system revenue, a $964,000, or 101%, increase in disposables revenue and a $765,000, or 92%, increase in services and other revenues.

Theincrease in Renaissance system revenue was attributable to the commercia sales of 15 units of our Renaissance system during the year ended December 31, 2012, as compared to 11
unit sales during the year ended December 31, 2011, and due to an increase in the system’s average selling price with the introduction of the Renaissance system in 2011 (which replaced the

earlier SpineAssist system).

Theincrease in disposables revenue during the year ended December 31, 2012, compared to the year ended December 31, 2011, was primarily due to the continued adoption of

Renaissance, driven by the growth of our commercial installed base and relatively incremental average increase in utilization per commercial system in the United States with afocus on complex

spine and minimally-invasive surgery markets.

Theincreasein service revenue was attributable to an increase in the installed base of Renaissance systems covered under warranty and maintenance during the year ended December

31, 2012, compared to the year ended December 31, 2011.
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Theincrease in revenue in the United States of $6,407,000, or 209%, was primarily due to the sale of eleven commercial Renaissance systemsin the United States during the year ended
December 31, 2012, compared to four commercial salesin the United States during the year ended December 31, 2011. The declinein international salesis mainly aresult of slowdown of activities
in Europe offset by the increase of the activity in Asia. The declinein our salesin east and west Europe is mainly due to zero Renaissance systems sold during the year ended December 31, 2012,
compared to six Renaissance systems sold during the year ended December 31, 2011. Theincreasein our activity in Asiais due to entrance to new markets resulting in sales of four Renaissance
systems during the year ended December 31, 2012, compared to zero Renai ssance systems sold during the year ended December 31, 2011.

Cost of Sales

Cost of saleswas $2,893,000 for the year ended December 31, 2012, compared to $1,879,000 for the year ended December 31, 2011. Theincreasein cost of sales of $1,014,000, or 54%,
were due to costs associated with 15 units sales recognized during the year ended December 31, 2012, compared to costs associated with 11 units sales recognized during the year ended
December 31, 2011, theincremental per unit cost of the Renaissance system compared to the SpineAssist system, and the increase in cost associated with the incremental number of employeesin
the operations department.

Gross Profit

Gross profit was $9,282,000 for the year ended December 31, 2012, or 76% of revenues, compared to $4,025,000, or 68% of revenues for the year ended December 31, 2011. Theincreasein
gross profit of $5,257,000, or 130%, and the gross margin as a percentage of saleswas primarily due the increase in revenuesin the period and realizing economies of scale. In addition, the
increasein gross margin is due to an increase in the average price of our Renaissance system in 2012 compared to 2011, due to the move from a combination of sales of Renaissance systems and
the SpineAssist systemsin the year ended December 31, 2011, to sales of solely Renaissance systems during year ended December 31, 2012. In addition, the incremental revenues covered a
higher portion of the overhead expense.
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Operating Expenses
The following table presents operating expenses for the periods indicated:

For the Year Ended December 31,

(in,000s) Increase (decrease) in
2012 2011 dollars %
Research and devel opment $ 2,760 $ 3,062 (302) (10)
Selling and marketing $ 8887 $ 6,990 1,897 27
General and administrative $ 1845 $ 1,639 206 13
Total operating expenses $ 13492 $ 11,691 1,801 15

Research and Development Cost, Net
The following table presents research and development cost, net, for the periods indicated:

For the Year Ended December 31

2012 2011
Research and Development cost $ 2760 $ 3,076
Less:
Participation of the European Union $ = (14)
Research and Devel opment Expenses, Net $ 2,760 $ 3,062

Research and development cost, net was $2,760,000 for the year ended December 31, 2012, compared to $3,062,000 for the year ended December 31, 2011. The decrease of $302,000, or
10%, was primarily due the completion of the development of the Renaissance system in 2011 (the Renaissance system was launched in June 2011), which resulted in a decrease in our raw
materials and subcontractor expenses, patent and registration expenses and other research and devel opment expenses, partially offset by an increase in salaries, wages and related expenses and
depreciation expenses. Our research and devel opment expenses after the launch of the Renaissance system relate mainly to continued improvement of our Renaissance system, devel opment of
additional applications, such as the brain application, and development of future products.

Selling and Marketing Expenses

Selling and marketing expenses were $8,887,000 for the year ended December 31, 2012, compared to $6,990,000 for the year ended December 31, 2011. The increase of $1,897,000, or 27%,
resulted from an increase in salaries, wages and related expenses, advertising, demonstrations and exhibitions expenses, and foreign travel expenses, primarily due to the expansion of effortsto
penetrate to the U.S. market and the efforts to penetrate the Asian market. Such effortsincluded, among other things, recruitment of additional sales personnel in the United States, expansion of
marketing activities including participating in exhibitions and continued introduction activities of the Renai ssance product.
General and Administrative Expenses

General and administrative expenses were $1,845,000 for the year ended December 31, 2012, compared to $1,639,000 for the year ended December 31, 2011. The increase of $206,000, or

13%, resulted from an increase in salaries, wages and related expenses and professional services expenses, primarily due to expenses relating to hiring a consultant and other professional
services, such aslegal services, investors relationship services, auditors, and tax consultants that supported our organizational growth.
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Finance expenses, net

Finance expenses, net were $2,831,000 for the year ended December 31, 2012, compared to $184,000 for the year ended December 31, 2011. The increase in finance expenses, net of
$2,647,000, or 1,438%, was primarily due to anon-cash charge with respect to the change in the fair value of the warrants which were issued to investors, as described in Note 27C(2) in our
consolidated financial statements as of December 31, 2012, and representing afinancial liability that is aderivative instrument. During the year ended December 31, 2012, the changein the fair
value of the warrants of $2,815,000 was recorded as finance expense.

Taxeson Income

We recorded an expense of $23,000 for the year ended December 31, 2012, compared to an income tax benefit of $68,000 for the year ended December 31, 2011. Theincome tax benefit in
2011 was due to recognition of deferred tax assets for net operating losses of the Subsidiary.

Lossand Loss per Share
The loss was $7,064,000, or $0.29 per share, for the year ended December 31, 2012, compared to loss of $7,782,000, or $0.36 per share, for the year ended December 31, 2011.

The slight decrease in loss and loss per share in the year December 31, 2012, compared to the year ended December 31, 2011, is mainly due to the increase of 106% in revenuesin the
year ended December 31, 2012, primarily from salesin the United States offset by financial expensesin the amount of $2,815,000 during the year ended December 31, 2012 due to change in the fair
value of the derivative instrument.

Effective Corporate Tax Rate

Our effective consolidated tax rate in 2013, 2012 and 2011 was close to zero percent primarily due to the tax losses we accrued in Isragl since our inception. We expect to continue to
accrue losses for tax purposesin Israel in the coming years and to increase our profits for tax purposesin our Subsidiary, derived from our expected revenuesin the coming yearsin the United
States, which would increase our effective consolidated tax rate in the coming years.

Impact of I nflation, Devaluation and Fluctuation in Currencies on Results of Operations, Liabilitiesand Assets

We have recently begun generating amajority of our revenuesin U.S. dollars, which is our functional currency as of September 27, 2012, while some of our revenues are generated in
other currencies, such as the Euro and NIS. As aresult, some of our financial assets are denominated in these currencies, and fluctuationsin these currencies could adversely affect our financial
results. A considerable amount of our expenses are generated in dollars, but a significant portion of our expenses such as salaries are generated in other currencies such as NIS. In addition to
our operationsin Israel, we are expanding our international operations. Accordingly, we incur and expect to continue to incur additional expensesin non-dollar currencies, such asthe Euro. Asa
result, some of our financial liabilities are denominated in these non-dollar currencies. Most of the time, our non-dollar assets are not fully offset by our non-dollar liabilities. Due to the foregoing
and the fact that our financial results are measured in dollars, our results could be adversely affected as aresult of a strengthening or weakening of the dollar compared to these other currencies.
Until September 27, 2012, our functional currency was NIS and therefore the impact of the fluctuation of the NIS against other non-N1S denominated currencies created an impact on our assets
and liabilities valuation. During 2013, 2012 and 2011, we incurred net currency gain of $109,000, again of $317,000 and aloss of $16,000, respectively.

Some portions of our expenses, primarily expenses associated with employee compensation, are denominated in NIS unlinked to the U.S. dollar. A devaluation of the NISin relation to
the U.S. dollar has the effect of decreasing the U.S. dollar value of any asset of ours that consists of NIS or receivables payablein NIS, unless such receivables are linked to the U.S. dollar. Such
devaluation also has the effect of reducing the U.S. dollar amount of any of our expenses or liabilities which are payablein NIS, unless such expenses or payables are linked to the U.S. dollar.
Conversely, any increase in the value of the NISin relation to the U.S. dollar has the effect of increasing the U.S. dollar value of any of our unlinked NIS assets and the U.S. dollar amounts of any
of our unlinked NIS liabilities and expenses. In addition, some of our expenses, such as salariesfor our Israeli based employees, are linked to some extent to the rate of inflationin Israel. An
increasein therate of inflation in Israel that is not offset by a devaluation of the NISrelative to the U.S. dollar can cause the dollar amount of our expenses to increase. We believe that inflation in
Israel has not had amaterial effect on our results of operations but that the recent depreciation of the U.S. dollar against the NIS has amaterial effect on our results of operations.
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We engage in currency hedging activities. These measures, however, may not adequately protect us from material adverse effects due to the impact of inflation in Israel or from
fluctuationsin the relative values of the dollar and foreign currencies in which we transact business, and may result in afinancial loss. See further discussion under “Item 11. Quantitative and
Qualitative Disclosures about Market Risk” below.

B. Liquidity and Capital Resour ces

We have incurred net losses and negative cash flow from operating activities for each year since our inception in September 2000. As of December 31, 2013, we had an accumulated loss
of $72,535,000 and have financed our operations principally through the sale of our products, disposables and other services, sale of our equity securities (including ADSs, Ordinary Shares and
warrants), issuance of convertible debentures and grants from the OCS.

As of December 31, 2013, we had $64,817,000 in cash, cash equivalents and short-term investments. Our cash and short term investment balances are held mainly in bank deposits, in
accordance with directives of our board of directors as further described below.

As of December 31, 2013, approximately 50% of our expensesarein U.S. dollarsand therest arein NIS or Euros. We are engaging in derivative instruments transactions, such as options
and forward contracts, for the purposes of hedging our NIS paymentsto local suppliersand for salariesin Israel. Our hedging transactions are aimed to decrease a certain portion of the financial
exposure risk of fluctuations in the exchange rates of our operating currency, which isthe U.S. dollar against the NIS.

Our board of directors periodic examines the financial exposure of our balance sheet, as set forth above. As part of this approach, we carry out financial activities to reduce our exposure
torisk. The Audit Committee and the board of directors held discussions concerning our exposure to risk from the currencies other than the U.S. dollar, and decided that we shall maintain
sufficient cash for our activities, including those in other currencies.

Net Cash Used in Operating Activities

Net cash used in operating activities primarily reflects the net loss for those periods, which was adjusted, mainly by non-cash items, such as depreciation and amortization, stock-based
compensation and non-cash finance income and expenses and is al so affected by changesin operating assets and liabilities.

Net cash used in operating activities for the year ended December 31, 2013 was $5,050,000 compared to $1,820,000 for the year ended December 31, 2012. The increase of $3,230,000, or
177%, in cash used in operating activities for the year ended December 31, 2013 was mainly due to an increase in net operating loss of $2,719,000.

Net cash used in operating activities for the year ended December 31, 2012 was $1,820,000 compared to $6,853,000 for the year ended December 31, 2011. The decrease of $5,033,000, or
276%, in cash used for operating activities was mainly due to areduction of $3,456,000 in loss from operationsin the year ended December 31, 2012, compared to the lossin the year ended
December 31, 2011.
Net Cash Provided by (Used in) Investing Activities

Net cash used in investing activities for the year ended December 31, 2013, was $41,092,000, primarily attributable to proceeds of $40,820,000 from acquisition of deposits and investment
in marketable securities and purchase of fixed assets, such as computers, machinery and leasing improvements of $272,000.
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Net cash provided by investing activities for the year ended December 31, 2012, was $9,577,000, primarily attributable to proceeds of $9,949,000 from maturities of short term investments
offset by purchase of fixed assets, such as computers, machinery and leasing improvements of $372,000.

Net cash used in investing activities for the year ended December 31, 2011 was $2,488,000, attributable to the purchase of $2,213,000 of short term investments and purchases of fixed
assets of $275,000.

Net Cash from Financing Activities

Net cash flow from financing activitiesin the year ended December 31, 2013 was $53,048,000. The net cash from financing activitiesin 2013 is mainly attributable to proceeds from the
exercise of warrants and the sale of our ADSsin amount of $53,198,000 and proceeds from exercise of share options by employees and service providers for the amount of $479,000. The proceeds
were offset by repayment of loans to the OCS for the amount of $629,000.

Net cash flow from financing activitiesin the year ended December 31, 2012 was $3,068,000, compared to $6,210,000 in year ended December 31, 2011. The net cash from financing
activitiesin 2012 ismainly from net proceeds from the investment made by the Oracle Investors (as described in “Item 10. Additional Information — C. Material Contracts”) offset by repayment in
full of Series A debenturesin the amount of NIS 15,825,000 (approximately $4,132,000) including interest at a fixed rate of 5.5% per annum and repayments of royalties to the OCS. In 2011, net
cash from financing activities was mainly from net proceeds from an investment made by the Phoenix Insurance Co. Ltd. and Leader Underwriters (1993) Ltd. offset by repaymentsto the OCS.

Net cash flow from financing activitiesin the year ended December 31, 2011 was $6,210,000, compared to $212,000 in the year ended December 31, 2010. The net cash from financing
activitiesin 2010 ismainly from grants we received from the OCS.

Operating Capital and Capital Expenditure Requirements

To date, we have not achieved profitability and have sustained net lossesin every fiscal year since our inception in 2000, including a net loss of $20.5 million for the year ended
December 31, 2013. We anticipate that we will continue to incur substantial net losses for at least the next two years as we expand our sales and marketing capabilitiesin the spine market,
continue to market and sell our Renai ssance system, continue research and devel opment of existing and future products, and continue devel opment of the corporate infrastructure required to
sell and market our products and support operations. We al so expect to experience increased cash requirements for inventory to meet increased demand of our Renaissance system. We believe
that our current cash, cash equivalents and investment balances, and interest income we earn on these balances will be sufficient to meet our anticipated cash requirements at least for the
foreseeable future. To the extent our available cash, cash equivalents and investment balances are insufficient to satisfy our operating requirements, we will need to seek additional sources of
funds, including selling additional equity, debt or other securities or entering into a credit facility, or modify our current business plan. The sale of additional equity may result in dilution to our
current shareholders. If we raise additional funds through the issuance of debt securities, these securities may have rights senior to those of our ordinary shares and could contain covenants
that could restrict our operations and ability to issue dividends. We may also require additional capital beyond our currently forecasted amounts. Any required additional capital, whether
forecasted or not, may not be available on reasonable terms, or at all. If we are unable to obtain additional financing, we may be required to reduce the scope of, delay or eliminate some or all of
our planned research, development and commercialization activities, which could materially harm our business and results of operations.

Because of the numerous risks and uncertainties associated with the development of medical devices and the current economic situation, we are unable to estimate the exact amounts of
capital outlays and operating expenditures necessary to complete the devel opment of our products and successfully deliver commercial products to the market. Our future capital requirements
will depend on many factors, including but not limited to the following:

. the revenue generated by sales of our current and future products;

. the expenses we incur in selling and marketing our products and supporting our growth;
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° the costs and timing of regulatory clearance or approvals for new products or upgrades or changes to our products;
. the expenses we incur in complying with domestic or foreign regulatory requirementsimposed on medical device companies;
. the rate of progress, cost and success or failure of on-going development activities;
. the emergence of competing or complementary technological developments;
. the costs of filing, prosecuting, defending and enforcing any patent or license claims and other intellectual property rights, or participating in litigation related activities;
° the costs of maintaining the listing of our ADSsin the United States;
. the terms and timing of any collaborative, licensing, or other arrangements that we may establish;
. the future unknown impact of recently enacted healthcare legislation;
. the acquisition of businesses, products and technologies; and
. general economic conditions and interest rates.
C. Research and Development, Patents and Licenses, Etc.

Our research and devel opment activities are focused on the development of surgical guidance systems and complementary productsin the spine and brain surgical markets aswell as
development of additional applications using the core technology.

As of December 31, 2013, our research and devel opment team consisted of 22 people, of which 20 full-time employees engaged in research and development, aswell as two part time
employees primarily working on our research and development program. In addition, we work with subcontractors for the devel opment and design when needed. We have assembled an
experienced team with recognized expertise in robotics, mechanical and electrical engineering, software, control algorithms and systems integration, as well as significant clinical knowledge and
expertise.

Our research and development efforts are focused on continuous improvement of the Renaissance system including adding new applications for the spine market and the devel opment
of the Brain application aswell asinvestment in future products.

We invest resources in the protection of our intellectual property. For this purpose, we file from time to time applications for patent registration in the certain countriesin which we are
active and in other countries which we consider as potential markets.

From our inception, we have entered into research and clinical alliancesin order to substantiate the knowledge which is at the basis of the products devel oped and marketed thereby, as
well asfor the innovative and ongoing development of such products. We use such research to gain recognition in the medical community and for scientific publications. We are currently
involved in research activity conducted in several centersin Israel, the United States and Germany.

We finance our research and devel opment activities mainly through sale of our products, capital raising, grants received from the OCS and grants received from the European Union.
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As of December 31, 2013, we have received total grants from the OCS of $1,326,000, of which we have repaid an amount of $1,253,000 in the form of royaltiesin respect of sales of
products in which the OCS participated in their development by means of grants, and we owe to the OCS atotal of $321,000, which includes LIBOR interest payable from such royalties generated
in future periods. In March 2014, werepaid all of our remaining obligations to the OCS.

For adescription of the amount spent during each of the last three fiscal years on company-sponsored research and development activities, see “Item 5. Operating and Financial Review
and Prospects— A. Operating Results.”

D. Trend Information

The following is adescription of factors that may influence our future results of operations, including significant trends and challenges that we believe are important to an
understanding of our business and results of operations.

We generate revenues from: (1) Renaissance system sales; (2) sales of disposable accessories to the Renaissance system; and (3) sales of warranty and maintenance services on the
Renaissance system and accessories. The level of our future revenuesis hard to predict and depends on many factors which are not in our control. For instance, future revenues from the sale of
Renaissance systems may be adversely affected by current general economic conditions and the resulting tightening of hospital budgets, which may cause purchasing decisions to be delayed
or our customersto have difficulty securing adequate funding to buy our products. In addition, revenue growth depends on the acceptance of our technology in the market. Sales of our
disposabl e accessories depend on the adoption of our technology by hospitals. We continue to encourage use of the Renaissance system by our U.S. clinical salesteam and expect to see
growth in our recurring revenues; however, we anticipate that quarterly results will be variable because our sales cycle generally varies from three to six months, and we are dependent on
hospital purchasing decisionswhich in turn are affected by quarterly and other variationsin the hospital budgeting process.

We sell our products and servicesin the United States through our direct sales force, and in most other territories, we sell our products using third-party distributors. In 2012, we
entered into distribution agreements to sell our productsin Japan, China, India, Singapore, Thailand and Vietnam and during 2013 we entered into a distribution agreement in Australia. We have
existing distribution agreements with distributorsin Korea, Taiwan, Italy, Russia, the Netherlands, Turkey and Germany. While we plan to continue to expand our indirect sales efforts outside of
the United States, we expect that most of our growth over the next two years will be driven by the U.S. market. Our salesin Europe, once the primary market of our sales, decreased materialy in
2012. Considering the current economic situation in Europe, we expect only moderate growth in our activitiesin this region.

Assuming that factors outside of our control will not adversely affect us, we believe that we will be able to continue to grow our businessin the foreseeabl e future, which would result in
an increase in our revenues. However, such increase will require our continued commitment of substantial resources toward our sales and marketing operations, mainly in the United States. We
expect continuous growth of headcount of our direct sales force, to support both system and disposables sales. In addition, since the launch of our Renaissance system in June 2011, our
business has benefitted from research and devel opment expenses that have been comparatively low. However, thistrend is beginning to change; we plan to increase our expenditures on
research and devel opment to improve existing products and accelerate the creation of new products for spine and brain surgery. In connection with the expansion of our research and
development activities, we expect to retain additional personnel for our research and devel opment team. We believe that our general and administrative expenses will increase as we grow our
business and as aresult of listing our securities for trading in the United States.

For at least the next two years, we expect that the potential increases in revenue will not necessarily reduce our losses due to the increase in our planned expenditures, most of which we
expect to be related to sales and marketing and research and development activities. An additional item of expense isthe cost of manufacturing the Renai ssance system, accessories, spare parts
and disposabl e accessories products. Such expense includes manufacturing overhead costs, freight, amortization of intangible assets, and the cost of service. We expect to increase our
expenditures on manufacturing and service overhead to accommodate the anticipated growth of our installed base.
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E. Off-Balance Sheet Arrangements
We currently do not have any off-balance sheet arrangements.
F. Tabular Disclosure of Contractual Obligations

The following table summarizes our known contractual obligations and commitments as of December 31, 2013:

(in thousands) Payment Due by Period
Total Lessthan 1 year 1-3 years 3-5years more than 5 years
Contractual Obligations
Royalty obligations* $ 309 $ 309 $ - 8 $ -
Premises leasing obligations $ 534 $ 218 % 256 $ $ -
Car leasing obligations $ 410 % 217 $ 193 $ $ -
Purchase commitments and obligations $ 525 $ 525 $ - % $ -
Total $ 1,778  $ 1,329 % 450 $ $ -
* Undiscounted amount.
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directorsand Senior Management
The following table lists the names and ages of our directors:
Name Age Position
Jonathan Adereth 66 Chairman of the Board of Directors
Ori Hadomi 46 Director and Chief Executive Officer
Gil Bianco 62 External Director
David Schlachet 68 External Director
Sarit Soccary Ben-Y ochanan 42 Director
Michael Berman 56 Director
The following table lists the names, ages and positions of our senior management:
Name Age Position
Sharon Levita 46 Chief Financial Officer, Secretary
Moshe Shoham 62 Chief Technology Officer
Eliyahu Zehavi 58 Chief Operating Officer
Avi Posen 46 Vice President of International Sales
Doron Dinstein 43 Chief Medical Officer
Christopher Prentice 43 Senior Vice President of America& Global Marketing
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Jonathan Adereth, Chairman of the Board of Directors

Mr. Adereth has been serving as the chairman of our board of directors since December 2007. Since May 2009, Mr. Adereth has been serving as the chairman of Medic Vision Imaging
Solutions Ltd., an Israeli company in the field of dose reduction in Computed Tomography. From October 2004, Mr. Adereth has been serving as aboard member of UltraSPECT Ltd., an Isradli
company in the field of dose reduction in Nuclear Medicine. From February 2012 Mr. Adereth has been serving as adirector and later as a chairman of UCCare Ltd., an Israeli company in the field
of prostate cancer detection and treatment. From 1994 to 1998, Mr. Adereth served as the President and Chief Executive Officer of Elscint Ltd. (NY SE: ELT), aglobal developer and manufacturer
of CT, MRI and NM systems. Mr. Adereth holds a B.Sc. degree in Physics from the Technion — Israel Institute of Technology.

Gil Bianco, External Director

Mr. Bianco has been serving as an external director since 2007. From 2001 to 2003, he served as chief executive officer to pharmaceutical manufacturer, Agis Industries Ltd., most notably
taking part in the company’ s listing on the TASE and its global expansion. Mr. Bianco is serving as a director of Fischer pharmaceuticals Itd, IntekPharma Ltd., Clear Cut Ltd., Gil Bianco Ltd., and
Turquoise GEI Ltd. In the past five years he aso served as adirector of Healor Ltd., Solgel Technologies Ltd., BioKansel Inc., Top Spin Ltd., Kolbar Ltd., BioLineRx Ltd., DPharm Ltd., Optima
Ltd., and the Tel Aviv Stock Exchange Ltd. Mr. Bianco holdsaB.A. in Economics and Accounting from the Tel-Aviv University, and is a certified public accountant.

David Schlachet, External Director

Mr. Schlachet has been serving as an external director since November 2007. From 1990 to 1995, Mr. Schlachet served as Vice President of Finance and Administration of the Weizmann
Institute of Science. From November 2005 to May 2007, Mr. Schlachet served as the chief executive officer of Syneron Medical Ltd. (NASDAQ: ELOS), after having served asits chief financial
officer from July 2004 to November 2005. Since 2005, Mr. Schlachet has been serving as a director of Ezchip Semiconductor Ltd. (NASDAQ: EZCH), and since 2007, as adirector of Syneron. From
November 2008 to November 2012, Mr. Schlachet served as adirector of the Tel Aviv Stock Exchange Ltd., as the chairman of the audit committee of the Tel Aviv Stock Exchange Ltd., and asa
director and audit committee member of the Tel Aviv Stock Exchange Clearing House Ltd. In addition, since 1992, Mr. Schlachet has been serving as adirector of Taya InvestmentsLtd., an Israeli
public company, and since October 2010, as adirector of BioCancell Therapeutics Inc., an Israeli public company. Mr. Schlachet holds a B.Sc. degree in chemical engineering and an M.B.A. with
specialization in finance from Tel-Aviv University.

Sarit Soccary Ben-Y ochanan, Director

Mrs. Soccary has been serving as adirector since October 2006. Since July 2013, Mrs. Soccary has been serving as the vice president of strategy and business development for Syneron
Medical Ltd. (NASDAQ: ELOS). Until July 2013, Mrs. Soccary had been serving as the chief executive officer of Gefen Biomed Investments Ltd., an Israeli public company. Mrs. Soccary also
served as adirector of Proteologics Ltd., an Israeli public biotech company, and as adirector of severa private companiesin the fields of technology and healthcare. Mrs. Soccary holdsaB.A.
and an M.A. in economicsfrom Tel Aviv University.

Michael Berman
Mr. Berman has been serving as adirector since February 2014. Mr. Berman isamedical device entrepreneur and investor. Heisa co-founder of eight medical device companiesandis
currently an active board member of several early stage health care companies. Michael Berman was co-founder and Chairman of BridgePoint Medical from 2005 until 2012 and served asa

Director of Lutonix and UltraShapeinc. until 2011. From 1995 to 2000 Mr. Berman was the President of the cardiology business of Boston Scientific. Mr. Berman received hisB.S. and M.B.A.
degrees from Cornell University.
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Ori Hadomi, Director and Chief Executive Officer

Mr. Hadomi has been serving as our Chief Executive Officer and a member of our board of directors since January 2003. Prior to joining the Company, Mr. Hadomi served as the chief
financial officer and vice president of business development of Image Navigation Ltd. (formerly known as DenX Medical Software Systems Ltd.). Mr. Hadomi holds a B.A. in chemistry with a
minor in economics, aswell asan M.Sc. inindustria chemistry and business administration from the Hebrew University, Jerusalem.

Sharon Levita, Chief Financial Officer

Mrs. Levita has served as our Chief Financial Officer since February 2008. Prior to joining Mazor, from 1999 to 2008, Mrs. Levita held various senior positions at Lumenis Ltd., amedical
lasers and light-based technology company, including Director of Business Development, Executive Vice President of Finance, and Corporate Controller. She holdsan M.A. in Business
Administration, specializing in finance from Bar-Ilan University, and received her B.A. in Economics and Accounting from Haifa University. Mrs. Levitais acertified public accountant.
Professor M oshe Shoham, Chief Technology Officer

Professor Shoham, one of our co-founders, has served as our Chief Technology Officer since 2003. From 2001 to 2011, Professor Shoham served as one of our directors. From 2005 to
2010, Professor Shoham served as the Head of the Center for Manufacturing Systems and Robotics of the Technion-Israel Institute of Technology. Since 1990, Professor Shoham has been
serving as afaculty member of the Technion, and since 2005, as an endowed Chaired Professor at the Department of Mechanical Engineering of the Technion and also serves as adirector at
Microbot Medical Ltd. Professor Shoham holds a B.Sc. degree in Aeronautical Engineering, an M.Sc. degree and aPh.D. in Mechanical Engineering, all degrees from the Technion.
Eliyahu Zehavi, Chief Operating Officer

Mr. Zehavi has been serving as our Chief Operating Officer, responsible for our research and devel opment department and operation since 2001. From June 1998 to January 2001, Mr.
Zehavi served as the vice president of engineering of Elscint, Ltd. Mr. Zehavi holdsaB.Sc. in Computer and Electrical Engineering from Ben-Gurion University, and an M.B.A. from the
Interdisciplinary Center, Herzliya, Israel.
Avi Posen, Vice President of International Sales

Mr. Posen has served as our Vice President of Sales since 2003. From 1999 to 2002, Mr. Posen served as the Managing Director of the 3D Multi-Vision subdivision of Visionix Ltd. Mr.
Posen holds a degree in Jewish Philosophy and General Studies from Hebrew University, Jerusalem.

Doron Dinstein, MD, Chief Medical Officer

Dr. Dinstein has served as our Chief Medical Officer since December 2012. From 2009 to 2012, Dr. Dinstein served as our Vice President of Marketing and Business Development. From
2004 to 2009, Dr. Dinstein served as the Manager of Cardiovascular Applications at Itamar Medical, Ltd., an Israeli public company. Dr. Dinstein holds ajoint Executive M.B.A degree from
Northwestern University and Tel Aviv University. Dr. Dinstein received aB.M.Sc. and an M.D. from Tel-Aviv University School of Medicine.
Christopher Prentice, Senior Vice President of America & Global Marketing

Mr. Prentice has served as our Senior Vice President of America& Global Marketing since September 2013. Mr. Prentice was our Vice President of Marketing from July 2012 until
September 2013. From 2010 to July 2012, Mr. Prentice served as our sales director for the Southeast region in the United States. Prior to joining Mazor, Mr. Prentice served on the leadership team

of Tampa General Hospital. Mr. Prentice graduated from the United States Military Academy at West Point, holdsan M.B.A degree from Western New England University, and a Master of
Health Administration from the University of South Florida.
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Family Relationships
There are no family relationships between any members of our executive management and our directors.
Arrangements for Election of Directors and Members of Management

Except as required by the agreement with the Oracle Investors, there are no arrangements or understandings with major shareholders, customers, suppliers or others pursuant to which
any of our executive management or our directors were selected. Pursuant to the agreement with the Oracle Investors, our board of directors was required to appoint one director on behalf of the
Oracle Investors, pursuant to awritten notice to be provided by the Oracle Investors within 60 days after the closing of the agreement with the Oracle Investors and subject to the exercise of the
Oracle Warrantsin full. In the event that at the time of appointment our board of directors consists of seven members or more, which is not currently the case, the Oracle Investors may appoint
one additional director on their behalf to our board of directors. The appointment of any such director by the Oracle Investors shall bein effect only until the first general meeting of our
shareholders following such appointment. Thereafter, the appointment of any such director nominated by the Oracle Investors shall be subject to election at the shareholders’ general meeting. If
the appointment of such director nominee is not approved by the shareholders' general meeting, then for aslong as the Oracle Investors hold together 10% of our issued and outstanding share
capital, they will have the right to appoint an observer to our board of directors. For a description of the agreement with the Oracle Investors, see“Item 10. Additional Information — C. Material
Contracts.” To date, the Oracle Investors have not appointed any directors.

B. Compensation
Director Compensation

Under the Companies Law and the rules and regulations promulgated thereunder, external directors are entitled to fixed annual compensation and to an additional payment for each
meeting attended. We currently pay our externa directors Gil Bianco and David Schlachet an annual fee of NIS 100,000 (approximately $28,810), and a per meeting fee of NIS 2,500 (approximately
$720). In 2007, each of Gil Bianco and David Schlachet received agrant of 40,000 options to purchase our ordinary shares at an exercise price of NIS 12.40 (approximately $3.57) per share, which
options were subject to shareholder approval which was duly obtained. In addition, in November 2013, the General Meeting of Shareholders approved an additional grant of 40,000 optionsto
purchase our ordinary shares to each of Gil Bianco and David Schlachet, which options were subject to athree (3) year vesting schedule, commencing on the date of grant, so that upon the lapse
of twelve (12) months from the date of grant, thirty four percent (34%) of the shares underlying the Options shall vest, and thereafter, upon the lapse of each calendar quarter, eight point twenty
five percent (8.25%) of the shares underlying the Options shall vest. The exercise price of the Options will be the higher of (i) the average of the closing price per share in the TASE during the 30
days preceding the date of grant, or (ii) the closing price per share on the day prior the date of grant. The compensation of our external directorsis determined at the time of their election.

We currently pay our independent directors, Sarit Soccary Ben-Y ochanan and Michael Berman, an annual fee of NIS 100,000 (approximately $28,810) and NI'S 60,000 (approximately
$17,290), respectively, and a per meeting fee of NIS 2,500 (approximately $720). In December 2012, Mrs. Soccary Ben-Y ochanan received agrant of 40,000 options to purchase our ordinary shares
at an exercise price of NIS4.521 (approximately $1.30) per share, which options were subject to shareholder approval which was duly obtained. In addition, in November 2013, the General
Meeting of Shareholders approved an additional grant of 40,000 options to purchase our ordinary shares to Sarit Soccary Ben-Y ochanan, which options were subject to athree (3) year vesting
schedule, commencing on the date of grant, so that upon the lapse of twelve (12) months from the date of grant, thirty four percent (34%) of the shares underlying the Options shall vest, and
thereafter, upon the lapse of each calendar quarter, eight point twenty five percent (8.25%) of the shares underlying the Options shall vest. The exercise price of the Optionswill be the higher of
(i) the average of the closing price per share in the TASE during the 30 days preceding the date of grant, or (ii) the closing price per share on the day prior the date of grant.

Since December 2007, Jonathan Adereth has been the Chairman of our board of directors, or the Chairman. We currently pay the Chairman for providing us with management services a
monthly fee of NIS 35,000 (approximately $10,000). The said amount includes social benefits comprised of paid vacation, recreation allowance and severance pay as provided by law. In November
2007, the Chairman was granted options to purchase 40,000 of our shares at an exercise price of NIS 12.40 (approximately $3.30) per share. In addition, in November 2013 Mr. Jonathan Adereth
received agrant of 80,000 options to purchase our ordinary shares at an exercise price of NIS 32.46 (approximately $9.35) per share, which options were subject to shareholder approval which was
duly obtained.
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The following table presents all compensation we paid, or accrued, during the year ended December 31, 2013, to all persons who served as directors at any time during the year. The
table does not include any amounts we paid to reimburse any of these persons for costsincurred in providing us with services during this period.

Pension,
Retirement and
Salary and Related other similar
Benefits benefits accrued Total
Directors
Jonathan Adereth $ 135898 $ 5903 $ 141,801
Compensation to directors not employed by us $ 105,621 — 3 105,621

Employment Agreements

We have entered into written employment agreements with each of our executive officers. All of these agreements contain customary provisions regarding noncompetition,
confidentiality of information and assignment of inventions. However, the enforceability of the noncompetition provisions may be limited under applicable law. In addition, we have entered into
agreements with each executive officer and director pursuant to which we have agreed to indemnify each of them to the fullest extent permitted by law to the extent that these liabilities are not
covered by directors and officersinsurance. Members of our senior management are eligible for bonuses each year. The bonuses are payable upon meeting objectives and targets that are set by
our chief executive officer and approved annually by our board of directors that also set the bonus targets for our chief executive officer.

For adescription of the terms of our options and option plans, see “Item 6. Directors, Senior Management and Employees— E. Share Ownership” below.

Employment Agreement with Ori Hadomi

Pursuant to his employment agreement and during fiscal year 2012, Mr. Hadomi's gross annual salary was $150,000 and he was entitled to (1) monthly reimbursement of expensesin the
amount of $8,300, and (2) an annual target bonus equivalent to $120,000, out of which $80,000 would be paid in cash and up to $40,000 would be paid in options at a value based on the Black-
Scholes option pricing model. In August 2010, our shareholders approved that as of August 2010, our chief executive officer, or the CEO, would relocate to the United Statesin his position as
the chief executive officer of the Subsidiary. Our engagement with the CEO was in effect until August 2013, and can be extended by mutual consent, and can be terminated at any time and for any
reason (other than in the event of breach of trust) by the CEO or the Subsidiary with an advance notice of 60 days.

On March 31, 2013, our shareholders approved an amendment to the CEO agreement in connection with his relocation back to Israel, based on the recommendation of the compensation
committee and the board of directors, asfollows: (1) the CEO annual salary, effective January 1, 2013, has been updated to NI1S 65,000 ($18,100) per month and (2) atarget bonus for 2013 that will
be equivalent to seven months' base salary, out of which up to six months' base salary will be paid in cash and one month base salary will be paid in options at a value based on the Black-
Scholes option pricing model. The CEO is entitled to an allocation to a manager's insurance policy equivalent to 13.33% of his gross monthly salary and 7.5% of his gross monthly salary for a
study fund. 5% of his gross monthly salary is deducted for the manager'sinsurance policy and 2.5% is deducted for the study fund. The CEO is also entitled to reimbursement for vehicle
maintenance costs and reasonable expenses. Upon termination of the CEO’s employment (other than in the event of breach of trust), the CEO will be entitled to a readjustment payment equal to
four months’ base salary from the date that he is no longer employed.
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On January 21, 2014, our shareholders approved an amendment to the CEO's employment agreement so that the re-adjustment payment shall be extended from four monthly payments to
six monthly payments in the event that the CEO resigns subsequent to a change of control in the Company and it shall be extended from six monthly payments to nine monthly paymentsin the
event that the CEO is terminated subsequent to a change of control in us.

On January 21, 2014, our shareholders approved a bonus in the sum of NIS 600,000 (approximately $173,000) following the completion of offering of our ADSsin November 2013.

In December 2012, our shareholders approved agrant to the CEO of 150,000 options that are exercisable into 150,000 Ordinary Shares. The exercise price of these optionsis NIS 4.521
($1.26) per share, and their vesting period is over 36 months, of which 50,000 options will become vested within ayear following the date of grant, and the remaining 100,000 options will vest in
quarterly installments of 12,500 options per quarter thereafter.

Employment Agreement with Eliyahu Zehavi

Mr. Zehavi's current gross monthly salary is NIS 52,000 (approximately, $14,500). During fiscal year 2013 Mr. Zehavi’ s gross monthly salary was NIS 49,500 (approximately, $13,800). In
accordance with his employment agreement, Mr. Zehavi is entitled to an allocation to a manager's insurance policy equivalent to 13.33% of his gross monthly salary and 7.5% of his gross
monthly salary for astudy fund. 5% of his gross monthly salary is deducted for the manager's insurance policy and 2.5% is deducted for the study fund. Mr. Zehavi is also entitled to
reimbursement for vehicle maintenance costs and reasonable expenses. In addition Mr. Zehavi is entitled to a bonus based on our performance, department performance and personal objectives
(as are determined on an annual basis). The target bonus for 2013 was equal to the value of 3 times his gross monthly salary and the target bonus for 2014 is set equal to the value of 4 times his
gross monthly salary. The target bonusis set annually based on our business objectives.

In addition, pursuant to his employment agreement, and in accordance with our stock option plans, Mr. Zehavi is also entitled to receive options exercisable into our Ordinary Shares
from time to time. As of December 31, 2013, we have granted him options to purchase 540,826 Ordinary Sharesin the aggregate, 307,060 of which have vested and are outstanding, and 211,391 of
which have been exercised by him. In accordance with our stock option plans, Mr. Zehavi's options vest over a period of three to four years from the applicable grant date. If we terminate the
employment relationship with Mr. Zehavi for cause, al of Mr. Zehavi’s vested and unvested options shall terminate immediately. Upon termination of the employment for any reason (other than
cause, death, or disability), vested options may be exercised within 90 days of termination of employment, unless otherwise determined by our compensation committee or the board of directors
in accordance with the applicable stock option plan.

Employment Agreement with Avi Posen

Mr. Posen’s current gross monthly salary is NIS 42,000 (approximately, $11,710). During fiscal year 2013, Mr. Posen’s gross monthly salary was NIS 40,000 (approximately, $11,150). In
accordance with his employment agreement, Mr. Posen is entitled to an allocation to amanager's insurance policy equivalent to 13.33% of his gross monthly salary and 7.5% of his gross monthly
salary for a study fund. 5% of his gross monthly salary is deducted for the manager's insurance policy and 2.5% is deducted for the study fund. Mr. Posen is also entitled to full reimbursement
for vehicle maintenance costs and reasonable expenses. In addition Mr. Posen is entitled to a sales commission and bonus based on our salesin Europe and Asia. The sales targets and
commission is updated on an annual basis per our business objectives.

In addition, pursuant to his employment agreement, and in accordance with our stock option plans, Mr. Posen is also entitled to receive options exercisable into our Ordinary Shares
from time to time. As of December 31, 2013, we have granted him options to purchase 287,635 Ordinary Sharesin the aggregate, 17,625 of which have vested and are outstanding, and 247,635 of
which have been exercised by him. In accordance with our stock option plans, Mr. Posen’s options vest over a period of three to four years from the applicable grant date. If we terminate the
employment relationship with Mr. Posen for cause, all of Mr. Posen’s vested and unvested options shall terminate immediately. Upon termination of employment for any reason (other than
cause, death, or disability), vested options may be exercised within 90 days of termination of employment, unless otherwise determined by our compensation committee or the board of directors
in accordance with the applicable stock option plan.

91




Employment Agreement with Sharon Levita

Mrs. Levita's current gross monthly salary is NIS 50,000 (approximately, $13,940). During fiscal year 2013, Mrs. Levita's gross monthly salary was NIS 45,000 (approximately, $12,550). In
accordance with her employment agreement, Mrs. Levitais entitled to an allocation to amanager's insurance policy equivalent to 13.33% of her gross monthly salary and 7.5% of her gross
monthly salary for astudy fund. 5% of her gross monthly salary is deducted for the manager's insurance policy and 2.5% is deducted for the study fund. Mrs. Levitais also entitled to
reimbursement for vehicle maintenance costs and reasonable expenses. In addition, Mrs. Levitais entitled to a bonus based on our performance and personal objectives. The target bonusis set
annually based on our business objectives; the target bonus for 2013 was equal to the value of 4 times her monthly gross salary. The target bonus for 2014 is equal to the value of 4 times her
monthly gross salary.

In addition, pursuant to her employment agreement, and in accordance with our stock option plans, Mrs. Levitais also entitled to receive options exercisable into our Ordinary Shares
from time to time. As of December 31, 2013, we have granted her options to purchase 272,000 Ordinary Sharesin the aggregate, 35,250 of which have vested and are outstanding, and 192,000 of
which have been exercised by her. In accordance with our stock option plans, Mrs. Levita's options vest over a period between three to four years from the applicable grant date. If we terminate
the employment relationship with Mrs. Levitafor cause, all of Mrs. Levita's vested and unvested options shall terminate immediately. Upon termination of employment for any reason (other than
cause, death, or disability), vested options may be exercised within 90 days of termination of employment, unless otherwise determined by our compensation committee or the board of directors
in accordance with the applicable stock option plan.

On January 21, 2014, our shareholders approved a bonusin the sum of NIS 360,000 (approximately $103,000) following the completion of the offering of our ADSsin November 2013.
Employment Offer with Christopher Prentice

As of September 2, 2013, and in accordance with the resolution of our board of directors, Mr. Prentice serves as our Senior Vice President, America& Global Marketing with
responsibility for U.S. operations and financial reporting. Mr. Prentice’s current annual salary is $207,500, Mr. Prentice’'s 2013 annual salary was $200,000 and heis entitled to customary social
benefits (e.g., health insurance, vacation days, and 401(k) plan participation). In addition, Mr. Prentice is entitled to a bonus based on our performance and personal objectives. The target bonus
is set annually based on our business objectives. The target bonus for 2013 was set at $75,000 and the target bonus for 2014 is set at $81,350. As of December 31, 2013, we have granted Mr.
Prentice options to purchase 150,000 ordinary sharesin the aggregate, 80,250 of which have vested and are outstanding. In accordance with our stock option plans, Mr. Prentice’ options vest
over aperiod of three to four years from the applicable grant date. If we terminate the employment relationship with Mr. Prentice for cause, all of Mr. Prentice’ vested and unvested options shall
terminate immediately. Upon termination of employment for any reason (other than cause, death, or disability), vested options may be exercised within 90 days of termination of employment,
unless otherwise determined by our compensation committee or the board of directorsin accordance with the applicable stock option plan. Prior to September 2013, Mr. Prentice held a position
of Vice President of Sales United States. His compensation package included an annual salary of $175,000, and he was entitled to a bonus based on our performance and personal objectives.
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The following table presents all compensation we paid, or accrued, during the year ended December 31, 2013 to the top six senior executivesin U.S. dollars. The table does not include
any amounts we paid to reimburse any of these persons for costsincurred in providing us with services during this period:

Annual Compensation

Pension, Long Term
Retirement and Compensation
Salary and Related Other Similar Share Based
Executive Officer Benefits Benefits Compensation* Total
Ori Hadomi $ 548,3221) $ 55542 $ 158,886 $ 798,750
Eli Zehavi $ 299,083 $ 19778 $ 20259 $ 339,119
Avi Posen $ 298,37813) $ 6452 $ 19883 $ 324,713
Sharon Levita $ 388,946 $ 6909 $ 38305 $ 434,160
Christopher Prentice $ 3259344 $ - % 2176 $ 368,110

Amounts denominated in NIS were translated using the rate of N1S3.5781 to U.S.$1.00, the average exchange rate reported by the Bank of Israel for 2013.

(*) Thefair value of our option grantsis computed as of the grant date based on the binominal model, using the standard parameters established in that model including estimates relating to
exercise price of the instrument, expected volatility (based on the historic volatility), an early exercise coefficient, the risk-free interest rate (based on government debentures) and share price on
the measurement date. The value of the transactions, measured as described above, is recognized as an expense over the vesting period.

(1) Includes reimbursement of expenses, social benefits, bonus, and car allowances
(2) Includes base salary, socia benefits, bonus, and car allowances.

(3) Includes base salary, social benefits, bonus, car allowances and commissions.
(4) Includes base salary, social benefits and bonus.

C. Board Practices
Introduction

Our board of directors presently consists of six members, including at least two external directors required to be appointed under the Companies Law. Our articles of association provide
that the number of board of directors members (including external directors) shall be set by the general meeting of the shareholders provided that it will consist of not less than five and not more
than nine members. Pursuant to the Companies Law, the management of our businessis vested in our board of directors. Our board of directors may exercise all powers and may take all actions
that are not specifically granted to our shareholders or to management. Our executive officers are responsible for our day-to-day management and have individual responsibilities established by
our board of directors. Our Chief Executive Officer is appointed by, and serves at the discretion of, our board of directors, subject to the employment agreement that we have entered into with
him. All other executive officers are also appointed by our board of directors, and are subject to the terms of any applicable employment agreements that we may enter into with them.
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Each director will hold office until the annual general meeting of our shareholders for the year in which his or her term expires, unless he or sheis removed by amajority vote of our
shareholders at a general meeting of our shareholders or upon the occurrence of certain events, in accordance with the Companies Law and our articles of association.

In addition, our articles of association allow our board of directors to appoint directorsto fill vacancies on our board of directors or in addition to the acting directors (subject to the
limitation on the number of directors), until the next annual general meeting or special general meeting in which directors may be appointed or terminated. External directors may be elected for up
to two additional three-year terms after their initia three-year term under the circumstances described below. External directors may be removed from office only under the limited circumstances
set forth in the Companies Law. See“—External Directors’ below.

Under the Companies Law nominations for directors may be made by any shareholder holding at |east one percent of our outstanding voting power. However, any such shareholder
may make such anomination only if awritten notice of such shareholder’s intent to make such nomination has been given to our board of directors. Any such notice must include certain
information, the consent of the proposed director nominee(s) to serve as our director(s) if elected and a declaration signed by the nominee(s) declaring that thereis no limitation under the
Companies Law preventing their election and that all of the information that is required to be provided to usin connection with such election under the Companies Law has been provided.

Under the Companies Law, our board of directors must determine the minimum number of directors who are required to have accounting and financial expertise. In determining the
number of directors required to have such expertise, our board of directors must consider, among other things, the type and size of the company and the scope and complexity of its operations.
Our board of directors has determined that the minimum number of directors of our company who are required to have accounting and financial expertiseisone.

Pursuant to the Companies Law and our articles of association, aresolution proposed at any meeting of the board of directors, at which aquorum is present, is adopted if approved by a
vote of at least amajority of the directors present at the meeting. A quorum of the board of directors (or any committee thereof, other than the audit committee) is at |east amajority of the
directors then in office who are lawfully entitled to participate in the meeting (until otherwise unanimously decided by the directors). Minutes of the meetings are recorded and kept at our offices.

The board of directors may elect one director to serve as the chairman of the board of directorsto preside at the meetings of the board of directors, and may also remove that director as
chairman. Pursuant to the Companies Law, neither the chief executive officer nor any of hisor her relativesis permitted to serve as the chairman of the board of directors, and a company may not
vest the chairman or any of his or her relatives with the chief executive officer’s authorities. In addition, a person who reports, directly or indirectly, to the chief executive officer may not serve as
the chairman of the board of directors; the chairman may not be vested with authorities of a person who reports, directly or indirectly, to the chief executive officer; and the chairman may not
serve in any other position in the company or a controlled company, but he or she may serve as adirector or chairman of acontrolled company. However, the Companies Law permits a
company's sharehol ders to determine, for a period not exceeding three years from each such determination, that the chairman or his or her relative may serve as chief executive officer or be
vested with the chief executive officer’s authorities, and that the chief executive officer or his or her relative may serve as chairman or be vested with the chairman's authorities. Such
determination of acompany's shareholders requires either: (1) the approval of at least two-thirds of the shares of those shareholders present and voting on the matter (other than controlling
shareholders and those having a personal interest in the determination); or (2) that the total number of shares opposing such determination does not exceed 2% of the total voting power in the
company.

The board of directors may, subject to the provisions of the Companies Law, delegate any or all of its powers to committees, each consisting of one or more directors (except the audit
committee, as described below), and it may, from time to time, revoke such delegation or alter the composition of any such committees. Unless otherwise expressly provided by the board of
directors, the committees shall not be empowered to further delegate such powers. The composition and duties of our audit committee, financial statement examination committee and
compensation committee are described below. Any committee exercising the powers of the board of directors must contain at least one external director.

The board of directors oversees how management monitors compliance with our risk management policies and procedures, and reviews the adequacy of the risk management framework

in relation to the risks faced by us. The board of directorsis assisted in its oversight role by an internal auditor. The internal auditor undertakes both regular and ad hoc reviews of risk
management controls and procedures, the results of which are reported to our audit committee.
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External Directors

Under the Companies Law, an Israeli company whose shares have been offered to the public or whose shares are listed for trading on astock exchange in or outside of Israel isrequired
to appoint at least two external directors to serve on its board of directors. Our external directors are Mr. Gil Bianco and Mr. David Schlachet. At least one of the external directorsis required to
have “financial and accounting expertise,” unless another member of the audit committee, who is an independent director under the NASDAQ Stock Market rules, has “financial and accounting
expertise,” and the other external director or directors are required to have “professional expertise”. An external director may not be appointed to an additional term unless: (1) such director has
“accounting and financial expertise;” or (2) he or she has “professional expertise,” and on the date of appointment for another term thereis another external director who has “ accounting and
financial expertise” and the number of “accounting and financial experts’ on the board of directorsis at least equal to the minimum number determined appropriate by the board of directors.

A director has “professional expertise” if he or she satisfies one of the following:
e thedirector holds an academic degree in one of these areas: economics, business administration, accounting, law or public administration;
e thedirector holds an academic degree or has other higher education, all in the main business sector of the company or in arelevant areafor the board position; or

e thedirector hasat least five years experience in one or more of the following (or acombined five years' experiencein at least two or more of these): (a) senior management positionin
acorporation of significant business scope; (b) senior public office or senior position in the public sector; or (c) senior position in the main business sector of the company.

A director with “financial and accounting expertise” is aperson that due to his or her education, experience and skills has high skills and understanding of business-accounting issues
and financial reports which allow him to deeply understand the financial reports of the company and hold a discussion relating to the presentation of financial information. The company’s board
of directors will take into consideration in determining whether a director has “accounting and financial expertise”, among other things, his or her education, experience and knowledge in any of
thefollowing:

e accounting issues and accounting control issues characteristic to the segment in which the company operates and to companies of the size and complexity of the company;
e thefunctions of the external auditor and the obligations imposed on such auditor; and
e preparation of financial reports and their approval in accordance with the Companies Law and the securities law.

A person may not serve as an external director if the person isarelative of acontrolling shareholder or if at the date of the person’s appointment or within the prior two yearsthe
person, or hisor her relatives, partners, employers or entities under the person’s control, or someone to whom he or she is subordinate, whether directly or indirectly, have or had any affiliation
with any of: (1) us, (2) any entity controlling us, (3) arelative of the controlling shareholder on the date of such appointment, or (4) any entity controlled, on the date of such appointment or
within the preceding two years, by us or by our controlling shareholder. If there is no controlling shareholder or no one shareholder holding 25% or more of voting rightsin the company, a
person may not serve as an external director if the person has any affiliation with any person who, as of the date of the person’s appointment, was the chairman of the board of directors, the
general manager (chief executive officer), any shareholder holding 5% or more of the company’s shares or voting rights, or the senior financial officer. We refer to each of the relationships set
forthin this paragraph as an Affiliated Party.
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Under the Companies Law, “affiliation” includes:
e an employment relationship;
e abusiness or professional relationship maintained on aregular basis;
e control; and

e service as an office holder, excluding service as a director of aprivate company prior to thefirst offering of its shares to the public if such director was appointed as a director of the
private company in order to serve as an external director following theinitial public offering.

A “relative’ is defined as a spouse, sibling, parent, grandparent, descendant, and a descendant, sibling or parent or the spouse of each of the foregoing.

An “office holder” is defined as ageneral manager, chief operating officer, executive vice president, vice president, director or manager directly subordinate to the general manager or
any other person assuming the responsibilities of any of these positions regardless of that person’stitle. Each person listed in the table under “Item 6. Directors, Senior Management and
Employees— A. Directors and Senior Management” is an office holder.

A person may not serve as an external director if that person or that person’s relative, partner, employer, a person to whom such person is subordinate (directly or indirectly) or any
entity under the person’s control has a business or professional relationship with any entity that has an affiliation with any Affiliated Party, even if such relationship isintermittent (excluding
insignificant relationships). Additionally, any person who has received compensation in breach of the Companies Law (excluding compensation from insignificant relationships) other than
compensation permitted under the Companies Law may not continue to serve as an external director.

A person may not serve as an external director if that person’s position or other business activities create, or may create, aconflict of interest with the person’s service asadirector or
may otherwise interfere with the person’s ability to serve as adirector. If at the time any external director is appointed, all members of the board who are neither controlling shareholders nor
relatives of controlling shareholders are the same gender, then the external director to be appointed must be of the other gender. A director of acompany shall not be appointed as an external
director of another company if at such time adirector of the other company is acting as an external director of the first company.

Until the lapse of two years from the termination of office, none of the company in which such external director served, its controlling shareholder or any entity under the control of such
controlling shareholder may, either directly or indirectly, grant such former external director, or his or her spouse or child, any benefit, including via (1) the appointment of such former director or
his or her spouse or his child as an office holder in the company or in an entity controlled by the company's controlling shareholder, (2) the employment of such former director and (3) the
engagement, either directly or indirectly, of such former director as a provider of professional servicesfor compensation, including through an entity under his or her control. The same
restrictions above apply to relatives other than a spouse or a child, but such limitations shall only apply for one year from the date such external director ceased to be engaged in such capacity.
External directors are elected by a majority vote at a shareholders' meeting, so long as either:

e at least amajority of the shares held by shareholders who are not controlling shareholders and do not have personal interest in the appointment (excluding a personal interest that did
not result from the shareholder’ s relationship with the controlling shareholder) have voted in favor of the proposal (shares held by abstaining shareholders shall not be considered);
or

e thetotal number of shares of such shareholders voted against the election of the external director does not exceed 2% of the aggregate voting rights of our company.
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The Companies Law providesfor aninitial three-year term for an external director .Thereafter, an external director may be reelected by shareholdersto servein that capacity for up to two
additional three-year terms, provided that either:

@) his or her service for each such additional term is recommended by one or more sharehol ders holding at least one percent of the company’s voting rights and is approved at a
shareholders meeting by a disinterested magjority, where the total number of shares held by non-controlling, disinterested shareholders voting for such reelection exceeds two percent of
the aggregate voting rights in the company; or

(i) his or her service for each such additional term is recommended by the board of directors and is approved at a shareholders meeting by the same disinterested majority required for the
initial election of an external director (as described above).

Theterm of office for external directorsfor Israeli companies traded on certain foreign stock exchanges, including the NASDAQ Global Market, may be extended indefinitely in
increments of additional three-year terms, in each case provided that the audit committee and the board of directors of the company confirm that, in light of the external director’s expertise and
special contribution to the work of the board of directors and its committees, the reelection for such additional period(s) is beneficial to the company, and provided that the external director is
reelected subject to the same shareholder vote requirements asif elected for the first time (as described above). Prior to the approval of the reelection of the external director at ageneral
shareholders meeting, the company’s shareholders must be informed of the term previously served by him or her and of the reasons why the board of directors and audit committee
recommended the extension of his or her term.

External directors may be removed only by the same special majority of shareholders required for their election or by a court, and in both cases only if the external directors cease to meet
the statutory qualifications for their appointment or if they violate their duty of loyalty to our company. In the event of avacancy created by an external director which causes the company to
have fewer than two external directors, the board of directorsisrequired under the Companies Law to call a shareholders meeting as soon as possible to appoint such number of new external
directorsin order that the company thereafter has two external directors.

External directors may be compensated only in accordance with regul ations adopted under the Companies Law.

Fiduciary Duties of Office Holders
The Companies Law imposes aduty of care and aduty of loyalty on all office holders of acompany.

The duty of care requires an office holder to act with the level of skill with which areasonable office holder in the same position would have acted under the same circumstances. The
duty of care of an office holder includes a duty to use reasonable means to obtain:

o information on the advisability of agiven action brought for his approval or performed by him by virtue of his position; and
o all other important information pertaining to these actions.
The duty of loyalty of an office holder requires an office holder to act in good faith and for the benefit of the company, and includes aduty to:
o refrain from any conflict of interest between the performance of his duties in the company and his performance of his other duties or personal affairs;
o refrain from any action that constitutes competition with the company’s business;
o refrain from exploiting any business opportunity of the company to receive a personal gain for himself or others; and

o discloseto the company any information or documents relating to the company’s affairs which the office holder has received due to his position as an office holder.
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Approval of Related Party Transactionsunder | sraeli Law
General. Under the Companies Law, we may approve an action by an office holder from which the office holder would otherwise have to refrain, as described above, if:
o theoffice holder actsin good faith and the act or its approval does not cause harm to the company; and

o theoffice holder disclosed the nature of hisor her interest in the transaction (including any significant fact or document) to the company at a reasonable time before the company’s
approval of such matter.

Disclosure of Personal Interests of an Office Holder

The Companies Law requires that an office holder disclose to the company, promptly, and, in any event, not later than the board meeting at which the transaction isfirst discussed, any
direct or indirect personal interest that he or she may have and all related material information known to him or her relating to any existing or proposed transaction by the company. If the
transaction is an extraordinary transaction, the office holder must also disclose any personal interest held by:

o theoffice holder'srelatives; or

e any corporation in which the office holder or his or her relatives holds 5% or more of the shares or voting rights, serves as adirector or general manager or has the right to appoint at
least one director or the general manager.

Under the Companies Law, an extraordinary transaction is atransaction:
e notintheordinary course of business;
e not on market terms; or
o thatislikely to have amaterial impact on the company’s profitability, assets or liabilities.

The Companies Law does not specify to whom within us nor the manner in which required disclosures are to be made. We require our office holders to make such disclosures to our
board of directors.

Under the Companies Law, once an office holder complies with the above disclosure requirement, the board of directors may approve atransaction between the company and an office
holder, or athird party in which an office holder has a personal interest, unless the articles of association provide otherwise and provided that the transaction is not detrimental to the company’s
interest. If the transaction is an extraordinary transaction, first the audit committee and then the board of directors, in that order, must approve the transaction. Under specific circumstances,
shareholder approval may also be required. A director who has a personal interest in an extraordinary transaction, which is considered at a meeting of the board of directors or the audit
committee, may not be present at this meeting or vote on this matter, unless amajority of the board of directors or the audit committee, as the case may be, has a personal interest. If amajority of
the board of directors has a personal interest, then shareholder approval is generally also required.

Under the Companies Law, all arrangements as to compensation of office holders require approval of the compensation committee and board of directors, and compensation of office
holders who are directors must be al so approved, subject to certain exceptions, by the shareholders, in that order.
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Disclosure of Personal Interests of a Controlling Shareholder

Under the Companies Law, the disclosure requirements that apply to an office holder also apply to acontrolling shareholder of a public company. Extraordinary transactions with a
controlling shareholder or in which a controlling shareholder has a personal interest, including a private placement in which a controlling shareholder has a personal interest, aswell as
transactions for the provision of services whether directly or indirectly by a controlling shareholder or his or her relative, or acompany such controlling shareholder controls, and transactions
concerning the terms of engagement of a controlling shareholder or a controlling shareholder’ s relative, whether as an office holder or an employee, require the approval of the audit committee or
the compensation committee, as the case may be, the board of directors and amajority of the shares voted by the shareholders of the company participating and voting on the matter in a
shareholders’ meeting. In addition, the shareholder approval must fulfill one of the following requirements:

o at least amajority of the shares held by shareholders who have no personal interest in the transaction and are voting at the meeting must be voted in favor of approving the
transaction, excluding abstentions; or

o thesharesvoted by shareholders who have no personal interest in the transaction who vote against the transaction represent no more than 2% of the voting rights in the company.

To the extent that any such transaction with a controlling shareholder is for a period extending beyond three years, approval isrequired once every three years, unless the audit
committee determines that the duration of the transaction is reasonable given the circumstances rel ated thereto.

Duties of Shareholders

Under the Companies Law, a shareholder has aduty to refrain from abusing its power in the company and to act in good faith and in an acceptable manner in exercising its rights and
performing its obligations to the company and other shareholders, including, among other things, voting at general meetings of shareholders on the following matters:

o anamendment to the articles of association;

e anincreasein the company’s authorized share capital;

e amerger; and

o theapproval of related party transactions and acts of office holders that require shareholder approval.
A shareholder also has ageneral duty to refrain from discriminating against other shareholders.

The remedies generally available upon a breach of contract will also apply to abreach of the above mentioned duties, and in the event of discrimination against other shareholders,
additional remedies are available to the injured sharehol der.

In addition, any controlling shareholder, any shareholder that knows that its vote can determine the outcome of a shareholder vote and any shareholder that, under acompany’s articles
of association, has the power to appoint or prevent the appointment of an office holder, or has another power with respect to a company, is under aduty to act with fairness towards the
company. The Companies Law does not describe the substance of this duty except to state that the remedies generally available upon a breach of contract will also apply in the event of abreach
of the duty to act with fairness, taking the shareholder’s position in the company into account.

Committees of the Board of Directors

Our board of directors has established three standing committees, the audit committee, the compensation committee and the Financial Statement Examination Committee.
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Audit Committee

Under the Companies Law, the board of directors of any public company must establish an audit committee. The audit committee must consist of at least three directors and must
include all of the external directors. Under the NASDAQ Stock Market rules, we are required to maintain an audit committee of at least three members, all of whom must be independent directors
as defined therein. The NASDAQ Stock Market rules also require that at least one member of the audit committee be afinancial expert.

Under the Companies Law, the majority of members of the audit committee, aswell as amajority of members present at audit committee meetings, must be an unaffiliated directors (as
defined below), and the audit committee chairman shall be an external director. In addition, the following are disqualified from serving as members of the audit committee: the chairman of the
board, a controlling shareholder and hisrelatives, any director employed by the company or by its controlling shareholder or by an entity controlled by the controlling shareholder, a director
who regularly provides services to the company or to its controlling shareholder or to an entity controlled by the controlling shareholder, and any director who derives the majority of hisor her
income from the controlling shareholder. Any persons disqualified from serving as a member of the audit committee may not be present at the audit committee meetings, unless the chairman of
the audit committee has determined that the presence of such person is required to present a matter to the meeting or if such person qualifies under an available exemption in the Companies Law.

An “unaffiliated director” is defined under the Companies Law as an external director or adirector who meets the following conditions: (1) satisfies the conditions for appointment as an
external director (as described above) except for () the requirement that the director be an Israeli resident (which does not apply to companies such as ours whose securities have been offered
outside of Israel or are listed outside of Israel) and (b) the requirement for accounting and financial expertise or professional qualifications and the audit committee has determined that such
conditions have been met and (2) he or she has not served as a director of the company for more than nine consecutive years, with any interruption of up to two yearsin hisor her service not
being deemed a disruption in the continuity of such service.

Our audit committee, acting pursuant to awritten charter, is comprised of Mr. Bianco, Mrs. Soccary Ben-Y ochanan, and Mr. Schlachet.

Our audit committee acts as a committee for review of our financial statements as required under the Companies Law, and in such capacity oversees and monitors our accounting;
financial reporting processes and controls; audits of the financial statements; compliance with legal and regulatory requirements as they relate to financial statements or accounting matters; the
independent registered public accounting firm's qualifications, independence and performance; and provide the board of directors with the results of the foregoing.

Under the Companies Law, our audit committee is responsible for:

@) determining whether there are deficiencies in the business management practices of our company, including in consultation with our internal auditor or the independent auditor, and
making recommendations to the board of directors to improve such practices;

(ii) determining whether to approve certain related party transactions (including transactions in which an office holder has a personal interest and whether such transaction is extraordinary
or material under Companies Law) (see “—Approval of Related Party Transactions under Israeli law”);

(iii) where the board of directors approves the working plan of the internal auditor, to examine such working plan before its submission to the board of directors and proposing amendments
thereto;

(iv) examining our internal controls and internal auditor’s performance, including whether the internal auditor has sufficient resources and tools to dispose of its responsibilities;

) examining the scope of our auditor’s work and compensation and submitting a recommendation with respect thereto to our board of directors or shareholders, depending on which of

them is considering the appointment of our auditor; and

(vi) establishing procedures for the handling of employees’ complaints as to the management of our business and the protection to be provided to such employees.
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Our audit committee may not conduct any discussions or approve any actions requiring its approval (see “—Approval of Related Party Transactions under Israeli law”), unless at the
time of the approval amajority of the committee’s members are present, which majority consists of unaffiliated directorsincluding at least one external director.

NASDAQ Stock Market Requirements for Audit Committee

Under the NASDAQ Stock Market rules, we are required to maintain an audit committee consisting of at least three members, al of whom are independent and are financially literate and
one of whom has accounting or related financial management expertise.

In accordance with the Sarbanes-Oxley Act of 2002 and the NASDAQ Stock Market rules, the audit committee is directly responsible for the appointment, compensation and
performance of our independent auditors. In addition, the audit committee is responsible for assisting the board of directorsin reviewing our annual financial statements, the adequacy of our
internal controls and our compliance with legal and regulatory requirements. The audit committee also oversees our major financial risk exposures and policies for managing such potential risks,
discusses with management and our independent auditor significant risks or exposure and assesses the steps management has taken to minimize such risk.

As noted above, the members of our audit committee include Mr. Bianco, Mrs. Soccary Ben-Y ochan, and Mr. Schlachet, each of whom is "independent,” as such term is defined in
under NASDAQ Stock Market rules. Mr. Bianco serves as the chairman of our audit committee. All members of our audit committee meet the requirements for financial literacy under the
NASDAQ Stock Market rules. Our board of directors has determined that each member of our audit committeeis an audit committee financial expert as defined by the SEC rules and has the
requisite financial experience as defined by the NASDAQ Stock Market rules.

Financial Statement Examination Committee

Under the Companies Law, the board of directors of a public company in Israel must appoint afinancial statement examination committee, which consists of members with accounting
and financial expertise or the ability to read and understand financial statements. According to aresolution of our board of directors, the audit committee has been assigned the responsibilities
and duties of afinancial statements examination committee, as permitted under relevant regulations promulgated under the Companies Law. From time to time as necessary and required to
approve our financial statements, the audit committee holds separate meetings, prior to the scheduled meetings of the entire board of directors regarding financial statement approval. The
function of afinancial statements examination committee s to discuss and provide recommendationsto its board of directors (including the report of any deficiency found) with respect to the
following issues: (1) estimations and assessments made in connection with the preparation of financial statements; (2) internal controlsrelated to the financial statements; (3) completeness and
propriety of the disclosurein the financial statements; (4) the accounting policies adopted and the accounting treatments implemented in material matters of the company; (5) value evaluations,
including the assumptions and assessments on which evaluations are based and the supporting datain the financial statements. Our independent registered public accounting firm and our
internal auditors are invited to attend all meetings of the audit committee when it isacting in the role of the financial statements examination committee.

Compensation Committee

Under arecent amendment to the Companies Law, the board of directors of any public company must establish a compensation committee. The compensation committee must be
comprised of at least three directors, including all of the external directors, who must constitute a majority of the members of the compensation committee. However, subject to certain exceptions,
Israeli companies whose securities are traded on stock exchanges such as NASDAQ, and who do not have a shareholder holding 25% or more of the company’s share capital, do not have to
meet this majority requirement; provided, however, that the compensation committee meets other Companies Law composition requirements, as well as the requirements of the jurisdiction where
the company’s securities are traded. Each compensation committee member that is not an external director must be a director whose compensation does not exceed an amount that may be paid to
an external director. The compensation committee is subject to the same Companies Law restrictions as the audit committee as to (a) who may not be amember of the committee and (b) who may
not be present during committee deliberations as described above.
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Our compensation committee is acting pursuant to awritten charter, and consists of Mr. Bianco, Mrs. Ben-Y ochanan and Mr. Schlachet, each of whom is"independent,” as such termis
defined under the NASDAQ Stock Market rules.

Our compensation committee reviews and recommends to our board of directors: (1) the annual base compensation of our executive officers and directors; (2) annual incentive bonus,
including the specific goals and amount; (3) equity compensation; (4) employment agreements, severance arrangements, and change in control agreements/provisions; and (5) retirement grants
and/or retirement bonuses (6) any other benefits, compensation, compensation policies or arrangements.

The duties of the compensation committee include the recommendation to the company’s board of directors of apolicy regarding the terms of engagement of office holders, to which we
refer as a compensation policy. That policy must be adopted by the company’ s board of directors, after considering the recommendations of the compensation committee. The compensation
policy isthen brought for approval by our shareholders. On January 21, 2014, our shareholders approved our compensation policy.

The compensation policy must serve as the basis for decisions concerning the financial terms of employment or engagement of executive officers and directors, including excul pation,
insurance, indemnification or any monetary payment or obligation of payment in respect of employment or engagement. The compensation policy must relate to certain factors, including
advancement of the company’s objectives, the company’s business and its long-term strategy, and creation of appropriate incentives for executives. It must aso consider, among other things,
the company’s risk management, size and the nature of its operations. The compensation policy must furthermore consider the following additional factors:

. the knowledge, skills, expertise and accomplishments of the relevant director or executive;

. the director’s or executive'sroles and responsibilities and prior compensation agreements with him or her;

. therel at_i onship between the terms offered and the average and median compensation of the other employees of the company, including those employed through manpower
companies;

. the impact of disparitiesin salary upon work relationships in the company;

. the possibility of reducing variable compensation at the discretion of the board of directors; and the possibility of setting alimit on the exercise value of non-cash variable

compensation; and

. as to severance compensation, the period of service of the director or executive, the terms of his or her compensation during such service period, the company’s performance
during that period of service, the person’s contribution towards the company’s achievement of its goals and the maximization of its profits, and the circumstances under which
the person isleaving the company.

The compensation policy must also include the following principles:

. the link between variable compensation and long-term performance and measurable criteria;
. the relationship between variable and fixed compensation, and the ceiling for the value of variable compensation;
. the conditions under which a director or executive would be required to repay compensation paid to him or her if it waslater shown that the data upon which such

compensation was based was inaccurate and was required to be restated in the company’s financial statements;
. the minimum holding or vesting period for variable, equity-based compensation; and

. maximum limits for severance compensation.
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The compensation policy must also consider appropriate incentives from along-term perspective and maximum limits for severance compensation.

The compensation committeeis responsible for (a) recommending the compensation policy to acompany’s board of directorsfor its approval (and subsequent approval by our
shareholders) and (b) duties related to the compensation policy and to the compensation of acompany’s office holders aswell as functions previously fulfilled by acompany’s audit committee
with respect to matters related to approval of the terms of engagement of office holders, including:

. recommending whether acompensation policy should continue in effect, if the then-current policy has aterm of greater than three years (approval of either anew compensation
policy or the continuation of an existing compensation policy must in any case occur every three years);

. recommending to the board of directors periodic updates to the compensation policy;
. assessing implementation of the compensation policy; and
. determining whether the compensation terms of the chief executive officer of the company need not be brought to approval of the shareholders.

Internal Auditor

Under the Companies Law, the board of directors must also appoint an internal auditor nominated by the audit committee. Our internal auditor is Doron Cohen, CPA (Israel), apartner at
Fahn Kanne Control Management Ltd., Grant Thornton Israel. The role of the internal auditor isto examine whether acompany’s actions comply with the law and proper business procedure. The
internal auditor may not be an interested party or office holder, or arelative of any interested party or office holder, and may not be amember of the company’ sindependent accounting firm or its
representative. The Companies Law defines an interested party as a holder of 5% or more of the shares or voting rights of acompany, any person or entity that has the right to nominate or
appoint at least one director or the general manager of the company or any person who serves as adirector or as the general manager of acompany. Our internal auditor is not our employee, but
the managing partner of an accounting firm which specializesin internal auditing.
Unaffiliated Directors

Under the Companies Law, an unaffiliated director is an external director or an individual that was appointed or classified as such in accordance with the Companies Law as follows: (1)
he or sheiseligible to be appointed as an external director as approved by the audit committee; and (2) he or she has not been a member of the board of director for nine consecutive years and
for that matter a break of less than two years shall not be considered as break that has discontinued his or her office.
Remuneration of Directors

Under the Companies Law, remuneration of directorsis subject to the approval of the compensation committee (until recently of the audit committee), thereafter by the board of directors
and thereafter by the general meeting of the shareholders. In case the remuneration of the directorsisin accordance with regulation applicable to remuneration of the external directors then such
remuneration shall be exempt from the approval of the general meeting.
Insurance

Under the Companies Law, acompany may obtain insurance for any of its office holders for:

e abreach of hisor her duty of care to the company or to another person;

e abreach of hisor her duty of loyalty to the company, provided that the office holder acted in good faith and had reasonable cause to assume that his or her act would not prejudice
the company’sinterests; and

e afinancial liability imposed upon him or her in favor of another person concerning an act performed by such office holder in his or her capacity as an officer holder.
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We currently have directors’ and officers' liability insurance providing total coverage of $17.5 million for the benefit of all of our directors and officers, in respect of which we paid a
twelve-month premium of approximately $80,000, which expires May 26, 2014. Thisinsurance policy was updated May 27, 2013 and our coverage was increased from $11 million following the
listing of the ADSs on the NASDAQ Capital Market to include additional coverage for our officers and directors.

On November 26, 2013, our shareholders approved the extension of our current directors and officers liability insurance coverage and the engagement for future directors and officers
liability insurance coverage with respect to all officers of usand our Subsidiary, for the period commencing on May 28, 2014 and ending upon the lapse of up to three annual insurance periods,
in the aggregate, as shall be determined by the Board of Directors; provided, however, that the limit of liability under each such policy shall not exceed $ 35,000,000 and that the annual premium
for each such policy shall not exceed $200,000.

Indemnification

The Companies Law provides that acompany may indemnify an office holder against:

e afinancial liability imposed on him or her in favor of another person by any judgment concerning an act performed in his or her capacity as an office holder;

e reasonablelitigation expenses, including attorneys’ fees, expended by the office holder or charged to him or her by a court relating to an act performed in his or her capacity as an
office holder, in connection with: (1) proceedings that the company institutes, or that another person institutes on the company's behalf, against him or her; (2) acriminal charge of
which he or she was acquitted; or (3) acriminal charge for which he or she was convicted for a criminal offense that does not require proof of criminal thought; and

e reasonable litigation expenses, including attorneys’ fees, expended by the office holder asaresult of an investigation or proceeding instituted against him or her by an authority
authorized to conduct such investigation or proceeding, provided that (1) no indictment (as defined in the Companies Law) was filed against such office holder asaresult of such
investigation or proceeding; and (2) no financial liability as asubstitute for the criminal proceeding (as defined in the Companies Law) was imposed upon him or her as aresult of
such investigation or proceeding, or, if such financial liability was imposed, it was imposed with respect to an offense that does not require proof of criminal intent.

Our articles of association allow us to indemnify our office holders to the fullest extent permitted by law. The Companies Law also permits a company to undertake in advance to
indemnify an office holder, provided that if such indemnification relates to financial liability imposed on him or her, as described above, then the undertaking should be limited:

e tocategories of eventsthat the board of directors determines are likely to occur in light of the operations of the company at the time that the undertaking to indemnify is made; and
e inamount or criterion determined by the board of directors, at the time of the giving of such undertaking to indemnify, to be reasonable under the circumstances.
We have entered into indemnification agreements with all of our directors and with certain members of our senior management. Each such indemnification agreement provides the office

holder with the maximum indemnification permitted under applicable.
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Exculpation

Under the Companies Law, an Israeli company may not excul pate an office holder from liability for abreach of hisor her duty of loyalty, but may excul pate in advance an office holder
from hisor her liability to the company, in whole or in part, for abreach of hisor her duty of care (other than in relation to distributions). Our articles of association provide that we may exculpate
any office holder from liability to usto the fullest extent permitted by law. Under the indemnification agreements, we exculpate and release our office holders from any and all liability to usrelated
to any breach by them of their duty of care to usto the fullest extent permitted by law.
Limitations

The Companies Law provides that we may not excul pate or indemnify an office holder nor enter into an insurance contract that would provide coverage for any liability incurred asa
result of any of the following: (a) abreach by the office holder of hisor her duty of loyalty unless (in the case of indemnity or insurance only, but not excul pation) the office holder acted in good
faith and had a reasonable basis to believe that the act would not prejudice us; (b) a breach by the office holder of hisor her duty of careif the breach was carried out intentionally or recklessly
(as opposed to merely negligently); (c) any action taken with the intent to derive an illegal personal benefit; or (d) any fine levied against the office holder.

The foregoing descriptions are general summaries only, and are qualified entirely by reference to the full text of the Companies Law, aswell as of our articles of association and our form
of indemnification agreement, which are exhibits to this annual report and are incorporated herein by reference.

There are no service contracts between us or our Subsidiary, on the one hand, and our directorsin their capacity as directors, on the other hand, providing for benefits upon termination
of service.

D. Employees.
The following table sets forth certain data concerning our workforce (excluding temporary employees), as of the end of each of the last threefiscal years:

Asof December 31,

2013 2012 2011

Number s of employees by category of activity

Management and administrative 16 10 10
Research and development 22 16 14
Operations 12 13 6
Sales and marketing 63 41 26
Total workforce 113 80 56
Numbers of employees by geographic location

|srael 57 44 12
United States 56 36 14
Total workforce 113 80 56

During the years covered by the above table, we did not employ asignificant number of temporary employees.

Theincreasein the size of our workforce in 2013, 2012 and 2011 was primarily the result of the expansion of our sales, marketing and service activitiesin the United States, expansion of
our Research and Devel opment department and an increase in headcount in the finance department and in the operation department in Israel to support the company growth.

We are subject to Israeli labor laws and regul ations with respect to our employeeslocated in Israel. These laws principally concern matters such as pensions, paid annual vacation, paid

sick days, length of the workday and work week, minimum wages, overtime pay, insurance for work-related accidents, severance pay and other conditions of employment. Our employees are not
represented by alabor union. We consider our relationship with our employees to be good. To date, we have not experienced any work stoppages.
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The employees of our Subsidiary are subject to local labor laws and regulations.

E. ShareOwnership.

The following table lists as of April 2, 2014, the number of our shares owned, and stock options held, by each of our directors, our CEO and others members of our senior management

asagroup:
Number of Ordinary
SharesBeneficially
Owned(®) Per cent of Class (@

Directors

Jonathan Adereth (3) 40,000 *
Ori Hadomi (4) 177,503 *
Gil Bianco - -
David Schlachet (5) 40,000 *
Sarit Soccary Ben-Y ochanan (6) 23,500 *
Michael Berman - -
Executive Officers

Sharon Levita (7) 61,882 *
Moshe Shoham (8) 501,750 1.2%
Eliyahu Zehavi (9) 312,608 *
Avi Posen (10) 17,625 *
Doron Dinstein (11) 88,450 *
Christopher Prentice (12) 80,250 *
All directorsand executive officersasa group (12 per sons) 1,346,468 3.2%

* Less than 1%.

(] Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities. Ordinary sharesrelating to
options currently exercisable or exercisable within 60 days of the date of this table are deemed outstanding for computing the percentage of the person holding such securities but are
not deemed outstanding for computing the percentage of any other person. Except asindicated by footnote, and subject to community property laws where applicable, the persons
named in the table above have sole voting and investment power with respect to all shares shown as beneficially owned by them.

2 The percentages shown are based on 41,844,177 ordinary sharesissued and outstanding as of April 2, 2014.
(©)] Consists of 40,000 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these optionsis NIS 12.4 ($3.46) per share, and

the options expire in January 2018. Does not include 80,000 ordinary shares i ssuable upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014. The
exercise price of these optionsis NIS 32.46 ($9.05) and the options expire in November 2020.
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Includes 76,671 ordinary shares issuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these options ranges between NIS 4.521 ($1.26)
and NIS 17.16 ($4.79) per share. These options expire between March 2018 and May 2020. Does not include 95,533 ordinary shares issuable upon exercise of outstanding options that
are not exercisable within 60 days of April 2, 2014. The exercise price of these options ranges between NIS 4.521 ($1.26) and NIS 17.16 ($4.79) per share, and the options expire between
March 2018 and August 2019.

Consists of 40,000 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these optionsis NIS 12.4 ($3.46) per share, and
the options expire in January 2018.

Consists of 23,500 ordinary shares issuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these optionsis NIS 4.521 ($1.26) per share, and
the options expire in August 2019. Does not include 16,500 ordinary shares issuable upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014. The
exercise price of these optionsis NIS 4.521 ($1.26) per share, and the options expire in August 2019.

Includes 35,250 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these options rangesis NIS 4.521 ($1.26) and the
options expire between in August 2019. Does not include 24,750 ordinary shares issuable upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014.
The exercise price of these optionsis 4.521 ($1.26) and the options expire in August 2019.

Includes 91,750 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014, of which: (a) 33,000 options have an exercise price of $2.73 per share
and (b) 58,750 options have an exercise price of NIS 4.521 ($1.26) per share. The options expire between May 2017 and August 2019. Does not include 41,250 ordinary sharesissuable
upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014. The exercise price of these optionsis NIS 4.521 ($1.26) per share, and the options expire
in August 2019.

Includes 307,060 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014, of which (a) 142,391 options have an exercise price that ranges
between $0.91 and $2.18 per share, and (b) 164,669 options that have an exercise price that ranges between NIS 4.521 ($1.26) and NIS 10 ($2.79) per share. These options expire
between March 2018 and May 2020. Does not include 22,375 ordinary shares issuable upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014.
The exercise price of these options ranges between NIS 4.521 ($1.26) and NI1S 9.64 ($2.69) per share, and the options expire between December 2019 and May 2020.

Consists of 17,625 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these optionsis NIS 4.521 ($1.26) per share, and
the options expirein August 2019. Does not include 22,375 ordinary shares issuable upon exercise of outstanding options that are not exercisable within 60 days of April 2, 2014. The
exercise price of these options ranges between NIS 4.521 ($1.26) and NIS 9.64 ($2.69) per share, and the options expire between October 2017 and August 2019.

Consists of 88,450 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014, these options have an exercise price that ranges between NIS 8.29
($2.31) and N1S 9.64 ($2.69) per share. These options expire between December 2017 and February 2020. Does not include 21,150 ordinary shares i ssuable upon exercise of outstanding
options that are not exercisable within 60 days of April 2, 2014. The exercise price of these options ranges between NIS 8.57 ($2.39) and NIS 9.64 ($2.69) per share, and the options
expire between December 2017 and December 2019.

Consists of 80,250 ordinary sharesissuable upon exercise of outstanding options within 60 days of April 2, 2014. The exercise price of these options ranges between NIS 4.521 ($1.26)
and N1S 10.36 ($2.89) per share, and the options expire between November 2019 and October 2020. Does not include 69,750 ordinary shares i ssuable upon exercise of outstanding
optionsthat are not exercisable within 60 days of April 2, 2014. The exercise price of these options ranges between NIS 4.521 ($1.26) and N1S 26.86 ($7,49) per share, and the options
expire between November 2019 and October 2020.
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Stock Option Plans

The following sets forth certain information with respect to our current share option plans. The following description is only asummary of the plansand is qualified in its entirety by
reference to the full text of the plans, which are exhibits to this annual report and are incorporated herein by reference.

All of our share option plans are administered by our board of directors. Upon the expiration of the plans, no further grants may be made thereunder, although any existing awards will
continuein full force in accordance with the terms under which they were granted. Options granted under any of the plans may not expire later than ten years from the date of grant, although, in
recent years, options grants have generally provided for an expiration date of seven years from the grant date. Unvested awards that are cancelled and/or forfeited go back into the respective
plan.

2003 Stock Option Plan

In July 2003, we adopted our 2003 Share Option Plan, or the 2003 Plan, which expired in November 2010. Accordingly no further grants may be made under the 2003 Plan, although any
existing awards continue in full force in accordance with the terms under which they were granted. Our directors, officers, employees and certain consultants and dealers were eligible to
participate in this plan. As of December 31, 2013, there were 1,426,171 ordinary shares issuable upon the exercise of outstanding options under the 2003 Plan.

Israeli grantees who were our directors, officers and employees could be granted options under the 2003 Plan that would qualify for special tax treatment under the “capital gains route”
provisions of Section 102(b)(2) of the Israeli Income Tax Ordinance, to which we refer as the Ordinance. Pursuant to such Section 102(b)(2), qualifying options and sharesissued upon exercise of
such options are held in trust and registered in the name of atrustee selected by the board of directors. The trustee may not release these options or shares to the holders thereof before the
second anniversary of the registration of the optionsin the name of the trustee. The Israeli Tax Authority, or the ITA, approved this plan as required by applicable law. The 2003 Plan also
permitted the grant to Israeli grantees of options that do not qualify under Section 102(b)(2). The 2003 Plan also provided for the grant of optionsto U.S. resident employees that are “qualified”,
i.e., incentive stock options, under the U.S. Internal Revenue Code of 1986, as amended, and options that are not qualified. In addition to the grant of awards under the relevant tax regimes of the
United States and Israel, the 2003 Plan allowed for the grant of awards to granteesin other jurisdictions.

2011 Share Option Plan

In May 2011, our board of directors approved and adopted our 2011 Share Option Plan, or the 2011 Plan, which expiresin June 2021. As of December 31, 2013, the number of shares
reserved for the exercise of options granted under the plan is 3,262,529. Our employees, directors, officer, consultants, advisors, suppliers and any other person or entity whose services are
considered valuable to us are eligible to participate in this plan. The 2011 Plan provides for the grant of awards consisting of stock options. As of December 31, 2013, there were 2,146,151
ordinary shares issuable upon the exercise of outstanding options under the 2011 Plan.
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The 2011 Plan provides for the grant to residents of Israel of options that qualify under the provisions of Section 102 of the Ordinance (see “ 2003 Stock Option Plan” above), aswell as
for the grant of options that do not qualify under such provisions. The 2011 Plan has been approved by the ITA. The 2011 Plan also provides for the grant of optionsto U.S. resident employees
that are “qudified”, i.e., incentive stock options, under the U.S. Internal Revenue Code of 1986, as amended, or the Code, and options that are not qualified. In addition to the grant of awards

under the relevant tax regimes of the United States and Israel, the 2011 Plan allows for the grant of awards to granteesin other jurisdictions, with respect to which our board of directorsis
empowered to make the requisite adjustmentsin the plan.

Both the 2003 Plan and the 2011 Plan are administered by our board of directors or acommittee appointed thereby. Subject to the 2003 Plan, the 2011 Plan and applicable law, the board
of directors has the authority to make all determinations deemed necessary or advisable for the administration of such plans, including to whom options may be granted, the time and the extent
to which the options may be exercised, the exercise price of shares covered by each option, the type of options and how to interpret such plans.

The following table presents certain option datainformation for the above-described plans as of April 2, 2014:

Total Ordinary Aggregate Aggregate Weighted Average
Shares Reserved Number of Options SharesAvailable Number of Options Exercise Price of
Plan for Option Grants Exer cised for Future Grants Qutstanding Options
2003 plan 3,000,000 1,405,376 - 617530 $ 2.49
2011 plan 3,262,529 316,056 807,822 2,138651 $ 3.23
6,262,529 1,721,432 807,822 2,756,181 $ 3.07
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ITEM 7. MAJOR SHAREHOLDERSAND RELATED PARTY TRANSACTIONS
A. Major Shareholders
Ownership by Major Shareholders

The following table presents as of April 2, 2014 (unless otherwise noted below) the beneficial ownership of our ordinary shares by each person who is known by usto be the beneficial
owner of 5% or more of our outstanding ordinary shares (to whom we refer as our Major Shareholders). The data presented is based on information provided to us by the holders or disclosed in
public regulatory filings.

Except where otherwise indicated, and except pursuant to community property laws, we believe, based on information furnished by such owners, that the beneficial owners of the shares

listed below have sole investment and voting power with respect to, and the sole right to receive the economic benefit of ownership of, such shares. The shareholders listed below do not have
any different voting rights from any of our other shareholders. We know of no arrangements that would, at a subsequent date, result in a change of control of us.

Number of
Ordinary Shares
Beneficially
Name Owned(1) Per cent of Class(?
Oracle Associates, LLC(3) 6,426,549 15.4%
Jack Schuler 2,811,615 6.7%

1) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities. Ordinary sharesrelating to
options currently exercisable or exercisable within 60 days of the date of this table are deemed outstanding for computing the percentage of the person holding such securities but are not
deemed outstanding for computing the percentage of any other person.

%] The percentages shown are based on 41,844,177 ordinary sharesissued and outstanding as of April 2, 2014.
3) Of which: (a) 4,819,913 ordinary shares are held by Oracle Partners, L.P., and (b) 1,606,636 ordinary shares are held by Oracle Institutional Partners, L.P. Larry Feinberg isthe managing

member of Oracle Associates, which is the general partner of thisinvestor. As such, he has sole voting and dispositive power with respect to these shares; See “Item 10. Additional
Information — C. Materia Contracts,” for more details on these warrants.
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Changesin Percentage Ownership by Major Shareholders
The Oracle Agreement

Under the agreement with the Oracle Investors, or the Oracle Agreement, the Oracle Investorsinitially invested an amount of $7.5 million, and agreed that, upon the fulfillment of certain
conditions as specified in the Oracle Agreement, the Oracle Investors would invest an additional amount of up to $7.5 million. In connection with the Oracle Agreement we issued to the Oracle
Investors an aggregate of 7,053,529 Ordinary Shares, or the Oracle Shares, for an aggregate amount of $7.5 million, or the Invested Amount, reflecting a price per Oracle Share of NIS 4.25 (based
on the exchange rate of August 8, 2012, of NIS 3.997 to $1, or the Rate of Exchange). In addition, weissued to the Oracle Investors, for no additional consideration, warrants, to purchase an
aggregate of up to 7,053,529 Ordinary Shares, or the Oracle Warrants and the Oracle Warrant Shares, respectively, and in total for all the Oracle Investors, Oracle Warrant Shares for an aggregate
exercise price of up to $7.5 million, calculated pursuant to the Rate of Exchange, or the Total Warrant Consideration. The Oracle Warrants were exercisable for a period of 36 months from
September 27, 2012. The exercise price per each Oracle Warrant Share was the lower of: (a) NIS 6; and (b) the average price of our Ordinary Shares on the TASE in the 10 trading days preceding
exercise (according to the Rate of Exchange), provided, however, that if the price under (b) above was lower than NIS 4.25, each Oracle Investor would be entitled to exercise only up to 50% of its
portion of the Total Warrant Consideration at NIS 4.25, and any exercise with respect the balance of the Oracle Warrant would be at an exercise price of NIS 6.00. The investment under the Oracle
Agreement closed on September 27, 2012. On May 28, 2013, we provided the Oracle Investors with a notice of mandatory exercise, pursuant to which the Oracle Investors were required to
exercise such warrants for total consideration of $7,500,000 ($6,966,000, net of issuance expenses in the amount of $534,000) into a fixed number of 4,996,251 Ordinary Shares as determined as of
May 28, 2013. The proceeds were paid to us through July 2, 2013.

For adetailed description of the Oracle Agreement, see “Item 10. Additional Information — C. Materia Contracts.”
Record Holders

Based upon areview of theinformation provided to us by our transfer agent, as of September 15, 2013, there were 4,550 holders of record of our ordinary shares, of which 20 record
holders holding 11,623,127 shares, or approximately 28.8%, of our outstanding shares had registered addresses in the United States and there was one holder of record of the ADSs. These
numbers are not representative of the number of beneficial holders of our shares nor isit representative of where such beneficial holders reside, since many of these shares were held of record by

brokers or other nominees.

We are not controlled by another corporation, by any foreign government or by any natural or legal persons except as set forth herein, and here are no arrangements known to us which
would result in achangein control of us at a subsequent date.

B. Related Party Transactions

In August 2012, we entered into the Oracle Agreement with the Oracle Investors. The Oracle Investors owned 22.8% of our outstanding ordinary shares as of that date. For a description
of the Oracle Agreement, including the securities issued to the Oracle Investors and the rights conferred upon the Oracle Investors, see“Item 10. Additional Information — C. Material Contracts.”

C. Interestsof Expertsand Counsel
Not applicable.
ITEM 8. FINANCIAL INFORMATION.
A. Consolidated Statementsand Other Financial Information.

See“Item 18. Financia Statements.”
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Export Sales
The following table presents total export sales for each of the fiscal yearsindicated (in thousands):

For theyear ended December 31,
2013 2012 2011
Tota export sales* $ 19597 $ 12,043 $ 5,634
as a percentage of total revenues 98% 99% 95%

* Export sales, as presented, are defined as sales to customers located outside of Israel.

L egal Proceedings

From time to time, we are involved in various routine legal proceedingsincidental to the ordinary course of our business. We do not believe that the outcomes of these legal

proceedings have had in the recent past, or will have (with respect to any pending proceedings), significant effects on our financial position or profitability.

On August 14, 2013, we received aletter from Neutar, L.L.C., advising that Neutar believes that we use technology that is protected by United States Patent No. 6,529,765 for
“Instrument and Actuated Guidance Fixture for Stereotactic Surgery” and United States Patent No. 6,298,262 for “ Instrument Guidance for Stereotactic Surgery”, which are allegedly owned by
Neutar, and that our Spine Assist miniature robot infringes the above-referenced patents. On or about March 17, 2014, we learned that three days earlier, on March 14, 2014, Neutar LLC sued
both Mazor Robotics Ltd. and Mazor Robotics Inc. for patent infringement. The suit, which has not been served on us, claims that our Renai ssance system and associated clamp mount infringe
three patents that Neutar claimsit owns. The complaint seeks unspecified royalties and damages and injunctive relief. After investigations and consultations, we believe that the asserted claims
of the above mentioned patents are not infringed by us, and/or those claims are invalid, and intend to vigorously defend against the suit. At this preliminary stage, however, it isimpossible for

us to estimate the probability of an adverse outcome or the effect of an adverse outcome on our business, if any.
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Dividends

We have never declared or paid cash dividends on our Ordinary Shares and do not anticipate that we will pay any cash dividends on our Ordinary Shares or ADSs in the foreseeable
future.

We intend to retain our earnings to finance the development and expenses of our business. Any future determination relating to our dividend policy will be at the discretion of our board
of directors and will depend on anumber of factors, including future earnings, our financial condition, operating results, contractual restrictions, capital requirements, business prospects,
applicable Israeli law and other factors our board of directors may deem relevant.

Pursuant to our articles of association, dividends may be declared by our board of directors. Dividends must be paid out of our profits and other surplus funds, as defined in the
Companies Law, as of the end of the most recent year or as accrued over a period of the most recent two years, whichever amount is greater, provided that there is no reasonable concern that
payment of adividend will prevent us from satisfying our existing and foreseeabl e obligations as they become due. In addition, because we have received certain benefits under the Israeli law
relating to approved enterprises and privileged enterprises, our payment of dividends may subject usto certain Israeli taxes to which we would not otherwise be subject. In the event that we
declare cash dividends, we may pay those dividendsin NIS. See“Item 3. Key Information — D. Risk Factors—We do not intend to pay any cash dividends on our Ordinary Sharesin the
foreseeable future and, therefore, any return on your investment in our Ordinary Shares or the ADSs must come from increases in the value and trading price of our Ordinary Shares and the
ADSs.”

B. Significant Changes

No significant change, other than as otherwise described in this annual report, has occurred in our operations since the date of our consolidated financial statementsincluded in this
annual report.
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ITEM 9. THE OFFER AND LISTING
A. Offer and Listing Details
PRICE RANGE OF OUR ORDINARY SHARES

Our Ordinary Shares have been trading on the TASE under the symbol “MZOR” since August 2007.

The following table sets forth, for the periods indicated, the reported high and low closing sale prices of our Ordinary Shares onthe TASE in NISand U.S. dollars. U.S. dollar per

Ordinary Share amounts are calculated using the U.S. dollar representative rate of exchange on the date to which the high or low market price is applicable, as reported by the Bank of Israel.

NIS Uss$
Price Per Price Per
Ordinary Share Ordinary Share
High Low High Low
Annual:
2014 (through April 2, 2014) 44.92 34.54 12.87 9.95
2013 40.10 8.28 11.26 221
2012 9.00 3.46 2.38 0.88
2011 10.80 2.82 2.99 0.76
2010 12.00 7.29 3.18 193
2009 10.06 433 2.57 1.04
Quarterly:
Second Quarter 2014 (through April 2, 2014) 37.91 3550 1091 10.21
First Quarter 2014 44.92 34.54 12.87 9.95
Fourth Quarter 2013 40.10 26.68 11.26 7.57
Third Quarter 2013 30.32 21.01 841 5.88
Second Quarter 2013 26.97 14.85 748 410
First Quarter 2013 15.59 8.28 4.27 221
Fourth Quarter 2012 9.00 5.89 2.38 151
Third Quarter 2012 5.85 4.08 149 1.03
Second Quarter 2012 4.67 3.46 124 0.88
First Quarter 2012 4.38 355 114 0.95
Most Recent Six Months:
Second Quarter 2014 (through April 2, 2014) 37.91 35.50 10.91 10.21
March 2014 43.60 35.93 12.50 10.30
February 2014 44.64 41.87 12.68 11.88
January 2014 44.92 34.54 12.87 9.95
December 2013 35.07 26.68 9.97 7.57
November 2013 34.43 27.60 9.74 7.81
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B. PRICE RANGE OF OUR ADSs
The ADSs have been trading under the symbol “MZOR" on the NASDAQ Capital Market since May 2013 and the NASDAQ Global Market since January 16, 2014.

The following table sets forth, for the periods indicated, the reported high and low closing sale prices of the ADSson NASDAQ in U.S. dollars.

Uss$
Price Per
ADSs
High Low

Quarterly:
Second Quarter 2014 (through April 2, 2014) 21.94 20.49
First Quarter 2014 25.34 20.44
Fourth Quarter 2013 21.85 15.56
Third Quarter 2013 17.14 11.76
Second Quarter 2013 (since May 28, 2013) 15.01 10.40
Most Recent Six Months:
April 2014 (through April 2, 2014) 21.94 20.49
March 2014 24.92 20.44
February 2014 25.09 23.46
January 2014 25.34 20.67
December 2013 19.94 16.25
November 2013 19.29 15.56

C. Plan of Distribution
Not applicable.
D. Markets

Our Ordinary Shares arelisted and traded on the TASE. Our ADSs are traded on the NASDAQ Global Market.

E. Selling Shareholders
Not applicable.

F. Dilution
Not applicable.

G. Expensesof thelssue

Not applicable.
ITEM 10. ADDITIONAL INFORMATION
A. Share Capital

Not applicable
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B. Memorandum and Articles of Association
Thisinformation isincorporated by reference into this annual report on Form 20-F from our registration statement on Form F-1 filed with the SEC on October 18, 2013.
C. Material Contracts

Except as set forth below, we have not entered into any material contract within the two years prior to the date of this annual report, other than contracts entered into in the ordinary
course of business, or as otherwise described herein in “Item 4. Information on the Company — A. History and Development of the Company” above, “Item 4. Information on the Company — B.
Business Overview” above, or “Item 7. Major Shareholders and Related Party Transactions— A. Major Shareholders” above.

Agreement with the Oracle | nvestors

Under the Oracle Agreement entered into in August 2012, the Oracle Investorsinitially invested an amount of $7.5 million, and agreed that, upon the fulfillment of certain conditions as
specified in the Oracle Agreement, the Oracle Investors would invest an additional amount of up to $7.5 million. In connection with the Oracle Agreement we issued to the Oracle Investors an
aggregate of 7,053,529 Ordinary Shares, or the Oracle Shares, for an aggregate amount of $7.5 million, or the Invested Amount, reflecting a price per Oracle Share of NIS 4.25 (based on the
exchange rate of August 8, 2012, of N1S3.997 to $1, or the Rate of Exchange). In addition, we issued to the Oracle Investors, for no additional consideration, warrants, to purchase an aggregate of
up to 7,053,529 Ordinary Shares, or the Oracle Warrants and the Oracle Warrant Shares, respectively, and in total for all the Oracle Investors, Oracle Warrant Shares for an aggregate exercise
price of up to $7.5 million, calculated pursuant to the Rate of Exchange, or the Total Warrant Consideration. The Oracle Warrants are exercisable for a period of 36 months from September 27,
2012. The exercise price per each Oracle Warrant Share isthe lower of: (a) NIS 6; and (b) the average price of our Ordinary Shares on the TASE in the 10 trading days preceding exercise
(according to the Rate of Exchange), provided, however, that if the price under (b) aboveislower than NIS 4.25, each Oracle Investor will be entitled to exercise only up to 50% of its portion of
the Total Warrant Consideration at NIS 4.25, and any exercise with respect the balance of the Oracle Warrant shall be at an exercise price of NIS 6.00. The investment under the Oracle Agreement
closed on September 27, 2012. On May 28, 2013, in accordance with the Oracle Agreement, we provided the Oracle Investors with a notice of mandatory exercise, pursuant to which the Oracle
Investors were required within 30 days to exercise the Oracle Warrants. In connection with the exercise of the Oracle Warrants, we issued 4,996,251 Ordinary Shares to the Oracle Investorsfor a
Total Warrant Consideration of $7,500,000.

In addition, the Oracle Agreement provided the Oracle Investors with certain rights, including, aright to have representation on our board of directors, certain demand registration
rights, tag-along right and preemptive right in connection with an offer by usto sell its shares under certain circumstances.

See additional information regarding aright to have representation on our board of directors under “Item 6. Directors, Senior Management and Employees— A. Directors and Senior
Management —Arrangements for Election of Directors and Members of Management.” The Oracle Agreement was filed as Exhibit 4.4 to our registration statement on Form 20-F filed with the SEC
on May 10, 2013.

D. Exchange Controls

There are currently no Israeli currency control restrictions on payments of dividends or other distributions with respect to our ordinary shares or the proceeds from the sale of the
shares, except for the obligation of Israeli residents to file reports with the Bank of Israel regarding certain transactions. However, legislation remainsin effect pursuant to which currency
controls can be imposed by administrative action at any time.

The ownership or voting of our ordinary shares by non-residents of Israel, except with respect to citizens of countries that arein a state of war with Israel, is not restricted in any way by

our memorandum of association or articles of association or by the laws of the State of Israel.
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E. Taxation.
Israeli Tax Considerations

The following is adescription of the material Israeli income tax consequences of the ownership of our ordinary shares. The following also contains a description of material relevant
provisions of the current Israeli income tax structure applicable to companiesin Israel, with special reference to its effect on us. To the extent that the discussion is based on new tax legislation
which has not been subject to judicial or administrative interpretation, there can be no assurance that the tax authorities will accept the views expressed in the discussion in question. The
discussion is not intended, and should not be taken, aslegal or professional tax advice and is not exhaustive of all possible tax considerations.

The following description is not intended to constitute acomplete analysis of all tax consequences relating to the ownership or disposition of our Ordinary Shares and ADSs.
Shareholders should consult their own tax advisors concerning the tax consequences of their particular situation, as well as any tax consequences that may arise under the laws of any state,
local, foreign or other taxing jurisdiction.

Amendmentsto the Income Tax Ordinance and the Land Appreciation Tax Law

General Corporate Tax Sructure. Israeli companies are generally subject to corporate tax. In 2013, the corporate tax rate is 25% of their taxable income and as of January 1, 2014 the rate
will be 26.5%. However, the effective tax rate payable by a company that derivesincome from a“ Beneficiary Enterprise”, as discussed further below, may be considerably less. Capital gains
derived by an Israeli company are subject to the prevailing corporate tax rate.

On August 5, 2013 the Knesset passed the Law for Changes in National Priorities (Legislative Amendments for Achieving Budget Objectivesin the Y ears 2013 and 2014) — 2013, by which, inter
alia, the corporate tax rate would be raised by 1.5% to arate of 26.5% as from 2014.

Thelsraeli Law for the Encouragement of Capital | nvestments, 1959

The Law for the Encouragement of Capital Investments, 5719-1959, generally referred to as the Investment Law, provides certain incentives for capital investmentsin production
facilities (or other eligible assets) by “Industrial Enterprises’ (as defined under the Investment Law).

The Investment Law was significantly amended effective April 1, 2005, or the 2005 Amendment, and further amended as of January 1, 2011, or the 2011 Amendment. Pursuant to the 2005
Amendment, tax benefits granted in accordance with the provisions of the Investment Law prior to its revision by the 2005 Amendment remain in force but any benefits granted subsequently are
subject to the provisions of the 2005 Amendment. Similarly, the 2011 Amendment introduced new benefits to replace those granted in accordance with the provisions of the Investment Law in
effect prior to the 2011 Amendment. However, companies entitled to benefits under the Investment Law asin effect prior to January 1, 2011 were entitled to choose to continue to enjoy such
benefits, provided that certain conditions are met, or elect instead irrevocably to forego such benefits and have the benefits of the 2011 Amendment apply.

Tax Benefits Prior to the 2005 Amendment. An investment program that isimplemented in accordance with the provisions of the Investment Law prior to the 2005 Amendment, referred
to asan “Approved Enterprise,” is entitled to certain benefits. A company that wished to receive benefits as an Approved Enterprise must have received approval from the Investment Center of
the Israeli Ministry of Industry, Trade and Labor, or the Investment Center. Each certificate of approval for an Approved Enterprise relates to a specific investment program in the Approved
Enterprise, delineated both by the financial scope of the investment and by the physical characteristics of the facility or the asset.

117




In general, an Approved Enterpriseis entitled to receive agrant from the Government of Israel and certain tax benefits under the “ Grant Track” or an alternative package of tax benefits
under the Alternative Track. The tax benefits from any certificate of approval relate only to taxable profits attributable to the specific Approved Enterprise. Income derived from activity that is not
approved by the Investment Center or not integral to the activity of the Approved Enterprise does not enjoy tax benefits.

The tax benefitsinclude atax exemption for at least the first two years of the benefit period (depending on the geographic location of the Approved Enterprise facility within Israel) and
the taxation of income generated from an Approved Enterprise at areduced corporate tax rate of up to 25% for the remainder of the benefit period. The benefit period is ordinarily seven years
commencing with the year in which the Approved Enterprise first generates taxable income. The benefit period islimited to 12 years from the operational year as determined by the Investment
Center or 14 years from the start of the tax year in which approval of the Approved Enterpriseis obtained, whichever is earlier.

A company that has an Approved Enterprise program is eligible for further tax benefitsif it qualifies as a Foreign Investors' Company, or a FIC, which isacompany with alevel of
foreign investment, as defined in the Investment Law, of more than 25%. The level of foreign investment is measured as the percentage of rightsin the company (in terms of shares, rightsto
profits, voting and appointment of directors), and of combined share and loan capital, that are owned, directly or indirectly, by personswho are not residents of |srael. The determination as to
whether acompany qualifies asaFIC is made on an annual basis. A company that qualifies as a FIC and has an Approved Enterprise program is eligible for an extended ten-year benefit period.
As specified above, depending on the geographic location of the Approved Enterprise within Israel, income derived from the Approved Enterprise program may be exempt from tax on its
undistributed income for a period of between two to ten years, and will be subject to areduced tax rate for the remainder of the benefit period. The tax rate for the remainder of the benefits period
will be 25%, unlessthe level of foreign investment exceeds 49%, in which case the tax rate will be 20% if the foreign investment is more than 49% and | ess than 74%; 15% if more than 74% and
less than 90%; and 10% if 90% or more.

If acompany electsthe Alternative Track and distributes adividend, it may be required to recapture the deferred corporate income tax applicable to the gross amount of distributed
dividend that is derived from the portion of the company’s facilities that has been granted Approved Enterprise status during the tax exemption period at the applicable rate of 10%-25%. In
addition, dividends paid out of income attributed to an Approved Enterprise are generally subject to withholding tax at source at the rate of 15% or such lower rate as may be provided in an
applicable tax treaty.

The Investment Law also providesthat an Approved Enterprise is entitled to accel erated depreciation on its property and equipment that are included in an Approved Enterprise
program during the first five yearsin which the equipment is used.

The benefits available to an Approved Enterprise are subject to the fulfillment of conditions stipulated in the Investment Law and its regulations and the criteriain the specific certificate
of approval. If acompany does not meet these conditions, it would be required to refund the amount of tax benefits, as adjusted by the Israeli consumer priceindex, and interest. In April 2004 we
were granted an Approved Enterprise status with respect to aplan to construct a plant in Caesarea for the manufacture of systems for assisting and guiding complex surgical procedures.

Tax Benefits Subsequent to the 2005 Amendment. The 2005 Amendment changed certain provisions of the Investment Law. As aresult of the 2005 Amendment, acompany was no
longer obliged to obtain Approved Enterprise statusin order to receive the tax benefits previously available under the Alternative Track, and therefore generally there was no need to apply to
the Investment Center for this purpose (Approved Enterprise status remains mandatory for companies seeking cash grants). Rather, we may claim the tax benefits offered by the Investment Law
directly initstax returns by notifying the Israeli Tax Authority within 12 months of the end of that year, provided that its facilities meet the criteriafor tax benefits set out by the 2005 Amendment.
A company is also granted aright to approach the Israeli Tax Authority for apre-ruling regarding its eligibility for benefits under the 2005 Amendment.
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The 2005 Amendment applies to new investment programs and investment programs with an election year commencing after 2004, but does not apply to investment programs approved
prior to April 1, 2005. The 2005 Amendment provides that terms and benefitsincluded in any certificate of approval that was granted before the 2005 Amendment became effective (April 1, 2005)
will remain subject to the provisions of the Investment Law asin effect on the date of such approval.

Tax benefits are available under the 2005 Amendment to production facilities (or other eligible facilities), which are generally required to derive more than 25% of their businessincome
from export and meet additional criteria stipulate in the amendment. Thisisreferred to asa“Beneficiary Enterprise”. In order to receive the tax benefits, the 2005 Amendment states that a
company must make an investment which meets all of the conditions, including exceeding a minimum investment amount specified in the Investment 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 its Beneficiary Enterprise.

The extent of the tax benefits available under the 2005 Amendment to qualifying income of a Beneficiary Enterprise depend on, among other things, the geographic location in Israel of
the Beneficiary Enterprise. The geographic location of the company at the year of election will also determine the period for which tax benefits are available. Such tax benefitsinclude an
exemption from corporate tax on undistributed income for a period of between two to ten years, depending on the geographic location of the Beneficiary Enterprisein Israel, and areduced
corporate tax rate of between 10% to 25% for the remainder of the benefits period, depending on the level of foreign investment in the company in each year if itisaqualified FIC. A company
qualifying for tax benefits under the 2005 Amendment which pays a dividend out of income derived by its Beneficiary Enterprise during the tax exemption period will be subject to corporate tax in
respect of the gross amount of the dividend at the otherwise applicable rate of 10%-25%. Dividends paid out of income attributed to a Beneficiary Enterprise are generally subject to withholding
tax at source at the rate of 15% or such lower rate as may be provided in an applicable tax treaty.

The benefits available to a Beneficiary Enterprise are subject to the fulfillment of conditions stipulated in the Investment Law and its regulations. If acompany does not meet these
conditions, it may be required to refund the amount of tax benefits, as adjusted by the Israeli consumer price index, and interest, or other monetary penalties.

In February 2007, our aforementioned Approved Enterprise status was revoked at our request, and in respect of an expansion of its plant in the Caesareaindustrial park it was granted a
Beneficiary Enterprise status. In accordance with this status, we will be entitled to the tax benefits provided by the Encouragement Law with respect to income of the Beneficiary Enterprise from
productive activity. Income of the Beneficiary Enterprise from productive activity will be exempt from tax for two years from the year in which we first has taxable income, and will be subject to tax
of 25% in thefollowing 5 years, providing that 12 years have not passed from the beginning of the year of election (i.e., 2005).

In July 2009, we submitted a declaration to the Israeli tax authority that 2008 shall be the “base” year for our beneficiary enterprise status, and hence the tax benefits described above will
apply to theincrease in revenues compared to that base year. In addition, in the event of achange in the field of activity and/or business model and/or asignificant reduction in production levels
or in product variety, the tax benefits will become void.

In 2013 we notified the tax authorities that 2012 tax year isthe year of election.
Tax Benefits Under the 2011 Amendment

The 2011 Amendment canceled the availability of the benefits granted to companies under the Investment Law prior to 2011 and, instead, introduced new benefits for income generated
by a*“Preferred Company” through its“ Preferred Enterprise” (as such terms are defined in the Investment Law) as of January 1, 2011. Pursuant to the 2011 Amendment, a Preferred Company is
entitled to areduced corporate tax rate of 15% with respect to itsincome derived by its Preferred Enterprise in 2011 and 2012, unless the Preferred Enterpriseislocated in a specified development

zone, in which case the rate will be 10%. Under the 2011 Amendment, such corporate tax rate will be reduced from 15% and 10%, respectively, to 12.5% and 7%, respectively, in 2013 and 2014 and
to 12% and 6% in 2015 and thereafter, respectively.
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Dividends paid out of income attributed to a Preferred Enterprise are generally subject to withholding tax at the rate of 15% or such lower rate as may be provided in an applicable tax
treaty. However, if such dividends are paid to an Israeli company, no tax is required to be withheld (however, if afterward distributed to individuals or non-Israeli company awithholding of 15%
or such lower rate as may be provided in an applicable tax treaty, will apply).

The 2011 Amendment also provided transitional provisions to address companies already enjoying existing tax benefits under the Investment Law. These transitional provisions
provide, among other things, that unless an irrevocable request is made to apply the provisions of the Investment Law as amended in 2011 with respect to income to be derived as of January 1,
2011: (i) the terms and benefitsincluded in any certificate of approval that was granted to an Approved Enterprise which chose to receive grants and certain tax benefits under the Grant Track
before the 2011 Amendment became effective will remain subject to the provisions of the Investment Law asin effect on the date of such approval, and subject to certain conditions; and
(ii) terms and benefitsincluded in any certificate of approval that was granted to an Approved Enterprise under the Alternative Track before the 2011 Amendment became effective will remain
subject to the provisions of the Investment Law asin effect on the date of such approval, provided that certain conditions are met; and (iii) a Beneficiary Enterprise can elect to continue to
benefit from the benefits provided to it before the 2011 Amendment came into effect, provided that certain conditions are met.

We have reviewed and evaluated the implications and effect of the benefits under the 2011 Amendment, and, while potentially eligible for such benefits, we have not yet chosen to be
subject to the tax benefits introduced by the 2011 Amendment. From time to time, the Israeli Government has discussed reducing the benefits available to companies under the Investment Law.
The termination or substantial reduction of any of the benefits available under the Investment Law could materially increase our tax liabilitiesin the future.

Grantsunder the R&D Law

Under the R& D Law research and devel opment programs which meet specified criteria and are approved by a governmental committee of the Office of the Chief Scientist, or OCS, are
eligible for grants of up to 50% of the project’s expenditure, as determined by the research committee, in exchange for the payment of royalties from the revenues generated from the sale of
products and related services developed, in whole or in part pursuant to, or asaresult of, aresearch and development program funded by the OCS. The royalties are generally at arange of 3.0%
t0 5.0% of revenues until the entire OCS grant isrepaid, together with an annual interest generally equal to the 12 month London Interbank Offered Rate applicable to dollar depositsthat is
published on the first business day of each calendar year.

Theterms of the R& D Law also require that the manufacture of products devel oped with government grants be performed in Israel. The transfer of manufacturing activity outside Israel
may be subject to the prior approval of the OCS. Under the regulations of the R& D Law, assuming we receive approval from the Chief Scientist to manufacture our OCS-funded products outside
Israel, we may be required to pay increased royalties. The increase in royalties depends upon the manufacturing volume that is performed outside of Israel asfollows:

Royaltiesto the
Chief Scientist asa

Manufacturing Volume Outside of | srael Per centage of Grant

Up to 50% 120%
between 50% and 90% 150%
90% and more 300%

If the manufacturing is performed outside of Israel by us, the rate of royalties payable by us on revenues from the sale of products manufactured outside of Israel will increase by 1%
over theregular rates. If the manufacturing is performed outside of Israel by athird party, the rate of royalties payable by us on those revenues will be equal to the ratio obtained by dividing the
amount of the grants received from the Office of the Chief Scientist and our total investment in the project that was funded by these grants. The transfer of no more than 10% of the
manufacturing capacity in the aggregate outside of Israel is exempt under the R&D Law from obtaining the prior approval of the OCS. A company requesting funds from the OCS a so has the
option of declaring in its OCS grant application an intention to perform part of its manufacturing outside Israel, thus avoiding the need to obtain additional approval. On January 6, 2011, the R& D
Law was amended to clarify that the potential increased royalties specified in the table above will apply even in those cases where the OCS approval for transfer of manufacturing outside of
Israel isnot required, namely when the volume of the transferred manufacturing capacity islessthan 10% of total capacity or when the company received an advance approval to manufacture
abroad in the framework of its OCS grant application.
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The know-how devel oped within the framework of the Chief Scientist plan may not be transferred to third parties outside I srael without the prior approval of agovernmental committee
charted under the R& D Law. The approval, however, is not required for the export of any products developed using grants received from the Chief Scientist. The OCS approval to transfer know-
how created, in whole or in part, in connection with an OCS-funded project to third party outside I srael where the transferring company remains an operating Israeli entity is subject to payment
of aredemption fee to the OCS cal cul ated according to a formula provided under the R& D Law that is based, in general, on the ratio between the aggregate OCS grants to the company’s
aggregate investmentsin the project that was funded by these OCS grants, multiplied by the transaction consideration. The transfer of such know-how to a party outside Israel where the
transferring company ceasesto exist as an Israeli entity is subject to aredemption fee formulathat is based, in general, on the ratio between the aggregate OCS grants to the total financial
investmentsin the company, multiplied by the transaction consideration. According to the January 2011 amendment, the redemption fee in case of transfer of know-how to aparty outside Israel
will be based on the ratio between the aggregate OCS grants received by the company and the company’s aggregate R& D expenses, multiplied by the transaction consideration. According to
regulations promulgated following the 2011 amendment, the maximum amount payable to the OCSin case of transfer of know how outside Israel shall not exceed 6 times the value of the grants
received plusinterest, and in the event that the receiver of the grants ceases to be an Israeli corporation such payment shall not exceed 6 times the value of the grants received plusinterest, with
apossibility to reduce such payment to up to 3 times the value of the grants received plusinterest if the R& D activity remainsin Israel for aperiod of three years after payment to the OCS.

Transfer of know-how within Israel is subject to an undertaking of the recipient Israeli entity to comply with the provisions of the R& D Law and related regulations, including the
restrictions on the transfer of know-how and the obligation to pay royalties, as further described in the R& D Law and related regulations.

These restrictions may impair our ability to outsource manufacturing, engage in change of control transactions or otherwise transfer our know-how outside I srael and may require usto
obtain the approval or the OCS for certain actions and transactions and pay additional royaltiesto the OCS. In particular, any change of control and any change of ownership of our ordinary
shares that would make a non-Israeli citizen or resident an “interested party,” as defined in the R& D Law, requires a prior written notice to the OCSin addition to any payment that may be
required of usfor transfer of manufacturing or know-how outside Israel. If we fail to comply with the R&D Law, we may be subject to criminal charges.

Tax Benefitsunder the Law for the Encouragement of I ndustry (Taxes), 1969

According to the Law for the Encouragement of Industry (Taxes), 1969, or the Industry Encouragement Law, an Industrial Company isacompany resident in Israel, at least 90% of the
income of which, in agiven tax year, determined in Israeli currency (exclusive of income from some government loans, capital gains, interest and dividends), is derived from an Industrial
Enterprise owned by it. An “Industrial Enterprise” is defined as an enterprise whose major activity in agiven tax year isindustrial production activity.

Under the Industry Encouragement Law, industrial companies are entitled to the following preferred corporate tax benefits:

e amortization of purchases of know-how and patents over an eight-year period for tax purposes;
o deductions over athree-year period of expensesinvolved with the issuance and listing of shares on astock market;

o theright to elect, under specified conditions, to file a consolidated tax return with additional related Israeli Industrial Companies; and

o accelerated depreciation rates on equipment and buildings.
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Eligibility for benefits under the Industry Encouragement Law is not subject to receipt of prior approval from any governmental authority.

We believe that we currently qualify as an Industrial Company within the definition of the Industry Encouragement Law. We cannot assure you that we will continue to qualify asan
Industrial Company or that the benefits described above will be available to usin the future.

Israeli Transfer Pricing Regulations

On November 29, 2006, Income Tax Regulations (Determination of Market Terms), 2006, promulgated under Section 85A of the Tax Ordinance, came into force (the “ TP Regulations”).
Section 85A of the Tax Ordinance and the TP Regulations generally require that all cross-border transactions carried out between related parties will be conducted on an arm’slength principle
basis and will be taxed accordingly.

Taxation of our Shareholders

Capital Gains Taxes Applicable to Non-Israeli Resident Shareholders. A non-Israeli resident who derives capital gains from the sale of sharesin an Israeli resident company that were
purchased after the company was listed for trading on a stock exchange outside of Israel will be exempt from Israeli tax so long as the shares were not held through a permanent establishment
that the non-resident maintainsin Israel. However, non-Israeli corporations will not be entitled to the foregoing exemption if Israeli residents: (i) have a controlling interest of 25% or morein such
non-lsraeli corporation or (ii) are the beneficiaries of, or are entitled to, 25% or more of the revenues or profits of such non-Israeli corporation, whether directly or indirectly. Additionally, such
exemption is not applicable to a person whose gains from selling or otherwise disposing of the shares are deemed to be businessincome.

Additionally, asale of securities by anon-Israeli resident may be exempt from Israeli capital gainstax under the provisions of an applicable tax treaty. For example, under the United
States-Israel Tax Treaty, the disposition of shares by a shareholder who isaUnited States resident (for purposes of the treaty) holding the shares as a capital asset is generally exempt from
Israeli capital gainstax unless, among other things, (i) the capital gain arising from the disposition is attributed to business income derived by a permanent establishment of the shareholder in
Israel; or (ii) such U.S. resident isan individual and was present in Israel for 183 days or more during the relevant taxable year.

In some instances where our shareholders may be liable for Israeli tax on the sale of their Ordinary Shares, the payment of the consideration may be subject to the withholding of Israeli
tax at source.

Taxation of Non-Israeli Shareholders on Receipt of Dividends. Non-Israeli residents generally will be subject to Israeli income tax on the receipt of dividends paid on our Ordinary
Shares at the rate of 25%, which tax will be withheld at source, unlessrelief is provided in atreaty between Israel and the shareholder’s country of residence. With respect to aperson whoisa
“substantial shareholder” at the time of receiving the dividend or on any time during the preceding twelve months, the applicable tax rate is 30%. A “substantial shareholder” isgenerally a
person who alone or together with such person’srelative or another person who collaborates with such person on a permanent basis, holds, directly or indirectly, at least 10% of any of the
“means of control” of the corporation. “Means of control” generally include the right to vote, receive profits, nominate adirector or an executive officer, receive assets upon liquidation, or order
someone who holds any of the aforesaid rights how to act, regardless of the source of such right. However, adistribution of dividends to non-Israeli residents is subject to withholding tax at
source at arate of 15% if the dividend is distributed from income attributed to an Approved Enterprise, a Preferred Enterprise or a Beneficiary Enterprise, unless areduced tax rateis provided
under an applicable tax treaty. In thisregard, under the United States-1srael Tax Treaty, the maximum rate of tax withheld at sourcein Israel on dividends paid to a holder of our Ordinary Shares
who isaUnited States resident (for purposes of the United States-Israel Tax Treaty) is 25%. Consequently, distributionsto U.S. residents of income attributed to an Approved Enterprise, a
Preferred Enterprise or aBeneficiary Enterprise will be subject to withholding tax at arate of 15%. However, generally, the maximum rate of withholding tax on dividends, not generated by an
Approved Enterprise, a Preferred Enterprise or a Beneficiary Enterprise, that are paid to a United States corporation holding 10% or more of the outstanding voting capital throughout the tax year
in which the dividend is distributed as well as during the previous tax year, is 12.5%, provided that not more than 25% of the gross income for such preceding year consists of certain types of
dividends and interest. We cannot assure you that we will designate the profits that we may distribute in away that will reduce shareholders’ tax liability.

122




Taxation of the Subsidiary in the United States

The corporate tax applicable to the Subsidiary incorporated in the United Statesis at graduated rates of up to 35% plus state tax of 4.63% to 9.99% (according to the tax ratesin the
states in which the Subsidiary operates). Furthermore, certain states in which the Subsidiary operates have a minimum tax rate.

Israel and the United States have adouble tax prevention treaty. According to the treaty, dividends and interest paid to us by our Subsidiary are generally subject to withholding tax of
12.5% and 17.5%, respectively.

Exchange Controls

There are currently no Israeli currency control restrictions on payments of dividends or other distributions with respect to our Ordinary Shares or ADSs, or the proceeds from the sale of
the Ordinary Shares or ADSs, except for the obligation of Israeli residentsto file reports with the Bank of Israel regarding certain transactions. However, legislation remainsin effect pursuant to
which currency controls can be imposed by administrative action at any time.

The ownership or voting of our Ordinary Shares or ADSs by non-residents of Israel, except with respect to citizens of countries that are in a state of war with Israel, isnot restricted in
any way by our articles of association or by the laws of the State of Israel.

U.S. Tax Considerations
U.S. Federal Income Tax Considerations

THE FOLLOWING SUMMARY ISINCLUDED HEREIN FOR GENERAL INFORMATION AND ISNOT INTENDED TO BE, AND SHOULD NOT BE CONSIDERED TO BE, LEGAL OR
TAX ADVICE. EACH U.S. HOLDER SHOULD CONSULT WITH HISOR HER OWN TAX ADVISOR ASTO THE PARTICULAR U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE
PURCHASE, OWNERSHIP AND SALE OF ORDINARY SHARES AND AMERICAN DEPOSITORY SHARES, INCLUDING THE EFFECTS OF APPLICABLE STATE, LOCAL, FOREIGN OR
OTHER TAX LAWS AND POSSIBLE CHANGESIN THE TAX LAWS.

Subject to the limitations described in the next paragraph, the following discussion summarizes the material U.S. federal income tax consequencesto a“U.S. Holder” arising from the
purchase, ownership and sale of the ordinary shares and ADSs. For this purpose, a“U.S. Holder” is aholder of ordinary shares or ADSsthat is: (1) an individual citizen or resident of the United
States, including an alien individual who isalawful permanent resident of the United States or meets the substantial presence residency test under U.S. federal income tax laws; (2) acorporation
(or entity treated as a corporation for U.S. federal income tax purposes) or a partnership (other than a partnership that is not treated asa U.S. person under any applicable U.S. Treasury
regulations) created or organized under the laws of the United States or the District of Columbia or any political subdivision thereof; (3) an estate, the income of which isincludablein gross
incomefor U.S. federal income tax purposes regardless of source; (4) atrust if a court within the United Statesis able to exercise primary supervision over the administration of the trust and one
or more U.S. persons have authority to control all substantial decisions of the trust; or (5) atrust that has avalid election in effect to be treated asa U.S. person to the extent provided in U.S.
Treasury regulations.

Thissummary isfor general information purposes only and does not purport to be acomprehensive description of all of the U.S. federal income tax considerations that may be relevant
to adecision to purchase our ordinary shares or ADSs. This summary generally considersonly U.S. Holders that will own our ordinary shares or ADSs as capital assets. Except to the limited
extent discussed below, this summary does not consider the U.S. federal tax consequences to a person that is not aU.S. Holder, nor does it describe the rules applicable to determine a taxpayer's
statusasa U.S. Holder. This summary is based on the provisions of the Internal Revenue Code of 1986, as amended, or the Code, final, temporary and proposed U.S. Treasury regulations
promulgated thereunder, administrative and judicial interpretations thereof, and the U.S./Israel Income Tax Treaty, all asin effect as of the date hereof and all of which are subject to change,
possibly on aretroactive basis, and all of which are open to differing interpretations. We will not seek aruling from the U.S. Internal Revenue Service, or IRSwith regard to the U.S. federal
income tax treatment of an investment in our ordinary shares or ADSs by U.S. Holders and, therefore, can provide no assurances that the IRS will agree with the conclusions set forth below.
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This discussion does not address all of the aspects of U.S. federal income taxation that may be relevant to a particular U.S. holder based on such holder’s particular circumstances and in
particular does not discuss any estate, gift, generation-skipping, transfer, state, local, excise or foreign tax considerations. In addition, this discussion does not address the U.S. federal income
tax treatment of aU.S. Holder who is: (1) abank, life insurance company, regulated investment company, or other financial institution or “financial services entity”; (2) abroker or dealer in
securities or foreign currency; (3) aperson who acquired our ordinary shares or ADSs in connection with employment or other performance of services; (4) aU.S. Holder that is subject to the
U.S. alternative minimum tax; (5) aU.S. Holder that holds our ordinary shares or ADSs as a hedge or as part of ahedging, straddle, conversion or constructive sale transaction or other risk-
reduction transaction for U.S. federal income tax purposes; (6) atax-exempt entity; (7) real estate investment trusts; (8) aU.S. Holder that expatriates out of the United States or aformer long-term
resident of the United States; or (9) aperson having afunctional currency other than the U.S. dollar. This discussion does not address the U.S. federal income tax treatment of aU.S. Holder that
owns, directly or constructively, at any time, ordinary shares or ADSs representing 10% or more of our voting power. Additionally, the U.S. federal income tax treatment of personswho hold
ordinary shares or ADSs through a partnership or other pass-through entity are not considered.

Each prospective investor is advised to consult his or her own tax adviser for the specific tax consequences to that investor of purchasing, holding or disposing of our ordinary shares
or ADSs, including the effects of applicable state, local, foreign or other tax laws and possible changesin the tax laws.

Taxation of Dividends Paid on Ordinary Shares or ADSs

We do not intend to pay dividendsin the foreseeable future. In the event that we do pay dividends, and subject to the discussion under the heading “ Passive Foreign Investment
Companies’ below, aU.S. Holder will be required to include in gross income as ordinary income the amount of any distribution paid on ordinary shares or ADSs (including the amount of any
Israeli tax withheld on the date of the distribution), to the extent that such distribution does not exceed our current and accumulated earnings and profits, as determined for U.S. federal income tax
purposes. The amount of a distribution which exceeds our earnings and profits will be treated first as a non-taxable return of capital, reducing the U.S. Holder’ s tax basis for the ordinary sharesto
the extent thereof, and then capital gain. Corporate holders generally will not be allowed a deduction for dividends received.

In general, preferential tax rates for “ qualified dividend income” and long-term capital gains are applicable for U.S. Holders that are individuals, estates or trusts. For this purpose,
“qualified dividend income” means, inter aia, dividends received from a“ qualified foreign corporation.” A “qualified foreign corporation” is acorporation that is entitled to the benefits of a
comprehensive tax treaty with the United States which includes an exchange of information program. The IRS has stated that the Israel/U.S. Tax Treaty satisfies this requirement and we believe
we are eligible for the benefits of that treaty.

In addition, our dividends will be qualified dividend incomeif our ordinary shares or ADSs are readily tradable on the NASDAQ or another established securities market in the United
States. Dividendswill not qualify for the preferential rate if we are treated, in the year the dividend is paid or in the prior year, as a passive foreign investment company, or PFIC, as described
below under “Passive Foreign Investment Companies’. A U.S. Holder will not be entitled to the preferential rate: (1) if the U.S. Holder has not held our ordinary shares or ADSsfor at least 61
days of the 121 day period beginning on the date which is 60 days before the ex-dividend date, or (2) to the extent the U.S. Holder is under an obligation to make related payments on
substantially similar property. Any days during which the U.S. Holder has diminished its risk of loss on our ordinary shares or ADSs are not counted towards meeting the 61-day holding period.
Finally, U.S. Holders who elect to treat the dividend income as “investment income” pursuant to Code section 163(d)(4) will not be eligible for the preferential rate of taxation.
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The amount of a distribution with respect to our ordinary shares or ADSswill be measured by the amount of the fair market value of any property distributed, and for U.S. federal income
tax purposes, the amount of any Israeli taxes withheld therefrom. Cash distributions paid by usin NISwill be included in the income of U.S. Holders at aU.S. dollar amount based upon the spot
rate of exchange in effect on the date the dividend isincludible in the income of the U.S. Holder, and U.S. Holders will have atax basisin such NISfor U.S. federal income tax purposes equal to
such U.S. dollar value. If the U.S. Holder subsequently convertsthe NISinto U.S. dollars or otherwise disposes of it, any subsequent gain or loss in respect of such NIS arising from exchange
rate fluctuations will be U.S. source ordinary exchange gain or loss.

Distributions paid by uswill generally be foreign source income for U.S. foreign tax credit purposes and will generally be considered passive category income for such purposes. Subject
to thelimitations set forth in the Code, U.S. Holders may elect to claim aforeign tax credit against their U.S. federal income tax liability for Israeli income tax withheld from distributions received in
respect of the Ordinary Shares or ADSs. Therules relating to the determination of the U.S. foreign tax credit are complex, and U.S. Holders should consult with their own tax advisors to determine
whether, and to what extent, they are entitled to such credit. U.S. Holders that do not elect to claim aforeign tax credit may instead claim adeduction for Israeli income taxes withheld, provided
such U.S. Holders itemize their deductions.

Taxation of the Disposition of Ordinary Sharesor ADSs

Except as provided under the PFIC rules described below under “ Passive Foreign Investment Companies’, upon the sale, exchange or other disposition of our ordinary shares or ADSs,
aU.S. Holder will recognize capital gain or lossin an amount equal to the difference between such U.S. Holder's tax basis for the ordinary shares or ADSsin U.S. dollars and the amount realized
on thedisposition in U.S. dollar (or its U.S. dollar equivalent determined by reference to the spot rate of exchange on the date of disposition, if the amount realized is denominated in aforeign
currency). The gain or loss realized on the sale, exchange or other disposition of ordinary shares or ADSswill belong-term capital gain or lossif the U.S. Holder has a holding period of more than
oneyear at the time of the disposition.

Gain realized by aU.S. Holder on asale, exchange or other disposition of ordinary shares or ADSswill generally be treated as U.S. sourceincome for U.S. foreign tax credit purposes. A
lossrealized by aU.S. Holder on the sale, exchange or other disposition of ordinary shares or ADSsis generally allocated to U.S. sourceincome. The deductibility of alossrealized on the sale,
exchange or other disposition of ordinary shares or ADSsis subject to limitations.

Passive Foreign I nvestment Companies

Special U.S. federal income tax laws apply to U.S. taxpayers who own shares of a corporation that isa PFIC. We will be treated as a PFIC for U.S. federal income tax purposes for any
taxable year that either:

e 75% or more of our grossincome (including our pro rata share of grossincome for any company, in which we are considered to own 25% or more of the shares by value), ina
taxable year is passive; or

e  Atleast 50% of our assets, averaged over the year and generally determined based upon fair market value (including our pro rata share of the assets of any company in which we
are considered to own 25% or more of the shares by value) are held for the production of, or produce, passive income.

For this purpose, passive income generally consists of dividends, interest, rents, royalties, annuities and income from certain commaodities transactions and from notional principal
contracts. Cash istreated as generating passive income.
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We believe that we will not be a PFIC for the current taxable year and do not expect to become a PFIC in the foreseeable future. The tests for determining PFIC status are applied
annually, and it is difficult to make accurate projections of future income and assets which are relevant to this determination. In addition, our PFIC status may depend in part on the market value
of our Ordinary Shares. Accordingly, there can be no assurance that we currently are not or will not become a PFIC

If we currently are or become a PFIC, each U.S. Holder who has not elected to treat us as aqualified electing fund by making a“ QEF election”, or who has not elected to mark the shares
to market (as discussed below), would, upon receipt of certain distributions by us and upon disposition of our ordinary shares or ADSs at again: (1) have such distribution or gain allocated
ratably over the U.S. Holder’s holding period for the Ordinary Shares or ADSs, as the case may be; (2) the amount allocated to the current taxable year and any period prior to thefirst day of the
first taxable year in which we were a PFIC would be taxed as ordinary income; and (3) the amount allocated to each of the other taxable years would be subject to tax at the highest rate of tax in
effect for the applicable class of taxpayer for that year, and an interest charge for the deemed deferral benefit would be imposed with respect to the resulting tax attributable to each such other
taxable year.. In addition, when shares of a PFIC are acquired by reason of death from a decedent that was a U.S. Holder, the tax basis of such shares would not receive a step-up to fair market
value as of the date of the decedent’s death, but instead would be equal to the decedent’s basisif lower, unless all gain were recognized by the decedent. Indirect investmentsin a PFIC may also
be subject to these special U.S. federal income tax rules.

The PFIC rules described above would not apply to aU.S. Holder who makes a QEF election for all taxable years that such U.S. Holder has held the ordinary shares or ADSswhilewe are
aPFIC, provided that we comply with specified reporting requirements. Instead, each U.S. Holder who has made such a QEF election is required for each taxable year that we are a PFIC to include
inincome such U.S. Holder’s pro rata share of our ordinary earnings as ordinary income and such U.S. Holder’s pro rata share of our net capital gains aslong-term capital gain, regardless of
whether we make any distributions of such earnings or gain. In general, a QEF election is effective only if we make available certain required information. The QEF election ismade on a
sharehol der-by-shareholder basis and generally may be revoked only with the consent of the IRS. Although we have no obligation to do so, we intend to notify U.S. Holdersif we believe we will
be treated as a PFIC for any tax year in order to enable U.S. Holders to consider whether to make a QEF election. In addition, we intend to furnish U.S. Holders annually with information needed
in order to complete IRS Form 8621 and to make and maintain avalid QEF election for any year in which we or any of our subsidiariesareaPFIC. U.S. Holders should consult with their own tax
advisors regarding eligibility, manner and advisability of making a QEF election if we are treated as a PFIC.

In addition, the PFIC rules described above would not apply if we were a PFIC and aU.S. Holder made a mark-to-market election. A U.S. Holder of our Ordinary Shares or ADSswhich
areregularly traded on a qualifying exchange, including Nasdag, can elect to mark the Ordinary Shares or ADSs to market annually, recognizing as ordinary income or loss each year an amount
equal to the difference as of the close of the taxable year between the fair market value of the Ordinary Shares or ADSs and the U.S. Holder's adjusted tax basisin the Ordinary Shares or ADSs.
Losses are allowed only to the extent of net mark-to-market gain previously included income by the U.S. Holder under the election for prior taxable years.

U.S. Holders who hold our Ordinary Shares or ADSs during a period when we are a PFIC will be subject to the foregoing rules, even if we cease to be aPFIC. U.S. Holders are strongly
urged to consult their tax advisors about the PFIC rules, including tax return filing requirements and the eligibility, manner, and consequences to them of making a QEF or mark-to-market election
with respect to our Ordinary Shares or ADSsin the event that we are a PFIC.

New Tax on Investment Income
For taxable years beginning after December 31, 2013, U.S. Holders who are individuals, estates or trusts will generally be required to pay anew 3.8% Medicare tax on their net investment

income (including dividends on and gains from the sale or other disposition of our ordinary shares or ADSs), or in the case of estates and trusts on their net investment income that is not
distributed. In each case, the 3.8% Medicare tax applies only to the extent the U.S. Holder's total adjusted income exceeds applicable thresholds.
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Tax Consequences for Non-U.S. Holders of Ordinary Sharesor ADSs

Except as provided below, an individual, corporation, estate or trust that is not aU.S. Holder referred to below as anon-U.S. Holder, generally will not be subject to U.S. federal income
or withholding tax on the payment of dividends on, and the proceeds from the disposition of, our Ordinary Shares or ADSs.

A non-U.S. Holder may be subject to U.S. federal income tax on adividend paid on our Ordinary Shares or ADSs or gain from the disposition of our Ordinary Sharesor ADSsif: (1) such
item is effectively connected with the conduct by the non-U.S. Holder of atrade or business in the United States and, if required by an applicable income tax treaty is attributable to a permanent
establishment or fixed place of businessin the United States; (2) in the case of adisposition of our Ordinary Shares or ADSs, the individual non-U.S. Holder is present in the United States for 183
days or more in the taxable year of the disposition and other specified conditions are met.

In general, non-U.S. Holders will not be subject to backup withholding with respect to the payment of dividends on our ordinary shares or ADSs if payment is made through a paying
agent, or office of aforeign broker outside the United States. However, if payment is made in the United States or by a U.S. related person, non-U.S. Holders may be subject to backup
withholding, unless the non-U.S. Holder provides an applicable IRS Form W-8 (or asubstantially similar form) certifying its foreign status, or otherwise establishes an exemption.

The amount of any backup withholding from a payment to anon-U.S. Holder will be allowed as a credit against such holder’s U.S. federal income tax liability and may entitle such holder
to arefund, provided that the required information istimely furnished to the IRS.

Information Reporting and Withholding

A U.S. Holder may be subject to backup withholding at arate of 28% with respect to cash dividends and proceeds from a disposition of ordinary shares or ADSs. In general, backup
withholding will apply only if aU.S. Holder fails to comply with specified identification procedures. Backup withholding will not apply with respect to payments made to designated exempt
recipients, such as corporations and tax-exempt organizations. Backup withholding is not an additional tax and may be claimed as a credit against the U.S. federal incometax liability of aU.S.
Holder, provided that the required information istimely furnished to the IRS.

Pursuant to recently enacted legislation, aU.S. Holder with interests in “ specified foreign financial assets” (including, among other assets, our Ordinary Shares or ADSs, unless such
Ordinary Shares or ADSs are held on such U.S. Holder’s behalf through afinancial institution) may be required to file an information report with the IRSif the aggregate value of all such assets
exceeds $50,000 on thelast day of the taxable year or $75,000 at any time during the taxable year (or such higher dollar amount as may be prescribed by applicable RS guidance); and may be
required to filean FBAR if the aggregate value of the foreign financial accounts exceeds $10,000 at any time during the calendar year. Y ou should consult your own tax advisor as to the possible
obligation to file such information report.

Medical Devices Excise Tax
The Patient Protection and Affordable Care Act and the Health Care and Education Affordability Reconciliation Act of 2010 imposes significant new taxes on medical device makersin

the form of a2.3% excisetax on U.S. medical device sales, with certain exemptions, beginning in January 2013. In the fiscal year 2013 we paid an excise tax fee in the amount of $241,000, whichis
included within sales and marketing expense, net in our Consolidated Statement of Profit or Loss and Other Comprehensive Income.

F. Dividends and Paying Agents
Not applicable.

G. Statement by Experts
Not applicable.
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H. Documents on Display

We are subject to the information reporting requirements of the Exchange Act, applicable to foreign private issuers and under those requirements will file reports with the SEC. Asa
foreign privateissuer, we are exempt from the rules under the Exchange Act related to the furnishing and content of proxy statements, and our officers, directors and principa shareholders are
exempt from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act. In addition, we are not required under the Exchange Act to file annual,
quarterly and current reports and financial statements with the SEC as frequently or as promptly as U.S. companies whose securities are registered under the Exchange Act. However, we file with
the SEC, within 120 days after the end of each fiscal year, or such applicable time as required by the SEC, an annual report on Form 20-F containing financial statements audited by an
independent registered public accounting firm, and will submit to the SEC, on aForm 6-K, unaudited quarterly financial information.

Y ou may read and copy any document we file with the SEC at its public reference facilities at 100 F Street, NE, Washington, D.C. 20549. Y ou may also obtain copies of the documents at
prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street, NE, Washington, D.C. 20549. The SEC also maintains awebsite that contains reports, proxy and information
statements and other information regarding registrants that file electronically with the SEC. The address of this website is http://www.sec.gov. Please call the SEC at 1-800-SEC-0330 for further
information on the operation of the public reference facilities.

In addition, since our ordinary shares are traded on the TASE, we have filed Hebrew language periodic and immediate reports with, and furnish information to, the TASE and the Israel
Securities Authority, or the I SA, as required under Chapter Six of the Israel Securities Law, 1968. Copies of our filingswith the ISA can be retrieved electronically through the MAGNA
distribution site of the ISA (www.magna.isa.gov.il) and the TASE website (www.maya.tase.co.il).

We maintain a corporate website at www.mazorrobotics.com. Information contained on, or that can be accessed through, our website does not constitute a part of this annual report. We
have included our website addressin this annual report solely as an inactive textual reference.

I.  Subsidiary Information.
Not applicable.
ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

Market risk istherisk of loss related to changes in market prices, including interest rates and foreign exchange rates, of financial instruments that may adversely impact our consolidated
financial position, results of operations or cash flows.

Risk of I nterest Rate Fluctuation

We do not currently anticipate undertaking any significant long-term borrowings. In November 2012, we paid the full amount of Series A debenturesin the amount of NIS 15,825,000
(approximately $4,132,000) including interest at a fixed rate of 5.5% per annum. Currently, our investments consist primarily of cash and cash equivalents and bank deposits. We follow an
investment policy that was set by our board of directors whose primary objectives are to preserve principal while maximizing the income that we receive from our investments without
significantly increasing risk and loss. Our investments are exposed to market risk due to fluctuation in interest rates, which may affect our interest income and the fair market value of our
investments, provided, however, that given the low levels of interest rates worldwide, our interest incomeis not material and afurther reduction in interest rates would not cause us a significant
reduction in the absolute amounts of interest income to us. We manage this exposure by performing ongoing evaluations of our investments. Due to the short-term maturities of our investments
to date, their carrying value has always approximated their fair value. It is be our current policy to hold investments to maturity in order to limit our exposure to interest rate fluctuations.
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Foreign Currency Exchange Risk

Our functional and reporting currency from September 27, 2012 isthe U.S. dollar. Although the U.S. dollar is our functional currency, asignificant portion of our expenses are
denominated in both NIS and Euros and currently most of our revenues are denominated in U.S. dollars. Therefore, our foreign currency exposures give rise to market risk associated with
exchange rate movements of the U.S. dollar, mainly against the NIS and the Euro. Our NIS and Euro expenses consist principally of payroll to our employeesin Israel, payments made to
subcontractors for purchasing components to our products, research and development activities and marketing and sales activities. We anticipate that a sizable portion of our expenses will
continue to be denominated in currencies other than the U.S. dollar. If the U.S. dollar fluctuates significantly against either the NIS or the Euro, it may have a negative impact on our results of
operations. To date, fluctuations in the exchange rates have not materially affected our results of operations or financial condition.

Dueto the fact that exchange rates between the U.S. dollar and the NIS (aswell as between the U.S. dollar and other currencies) fluctuate continuously, such fluctuations have an
impact on our results and period-to-period comparisons of our results. The effects of foreign currency re-measurements are reported in our consolidated statements of operations. We engagein
currency hedging activitiesin order to reduce some of this currency exposure. These measures, however, may not adequately protect us from the material adverse effects of such fluctuations.

As of December 31, 2013, we have open hedging transactionsin the amount of 4,305,000 NIS (approximately $1,240,000). All transactions were settled or expected to be settled in 2014.

We will continue to monitor exposure to currency fluctuations. Instruments that may be used to hedge future risks may include foreign currency forward, options and swap contracts.
These instruments may be used to selectively manage risks, but there can be no assurance that we will be fully protected against foreign currency fluctuations.

In addition, we have balance sheet exposure arising from assets and liabilities denominated in currencies other than U.S. dollar, mainly in NIS and Euros. Any change of the conversion
rates between the U.S. dollar and these currencies may create financial gain or loss.

The tables below provide information as of December 31, 2013 regarding our foreign currency-denominated monetary assets and liabilities.
a. Foreign currency denominated monetary assets and liabilities.

Position as of December 31, 2013:

Total asof
December 31,
2013
(US . $in
thousands)
Current Assets:
Shekels 1,517
Euro 1,541
Total 3,058
Longterm Assets:
Shekels 78
Total 78
Current Liabilities:
Shekels 1,734
Euro 717
Total 2,451

Longterm Liabilities:
Shekels -
Total -
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ITEM 12. DESCRIPTION OF SECURITIESOTHER THAN EQUITY SECURITIES

A.  Debt Securities.
Not applicable.
B. Warrantsandrights.
Not applicable.
C. Other Securities.
Not applicable.
D. American Depositary Shares

Feesand Expenses

The following table shows the fees and expenses that a holder of our ADSs may have to pay, either directly or indirectly:

Persons depositing or withdrawing sharesor ADS holders must pay:

$5.00 (or less) per 100 ADSs (or portion of 100 ADSs).

$.05 (or less) per ADS.

A fee equivalent to the fee that would be payableif securities distributed to you had
been shares and the shares had been deposited for issuance of ADSs.

$.05 (or less) per ADSs per calendar year.

Registration or transfer fees.

Expenses of the depositary.

For:
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Issuance of ADSs, including issuances resulting from a distribution of shares or rights or other
property.

Cancellation of ADSsfor the purpose of withdrawal, including if the deposit agreement
terminates.

Any cash distribution to ADS holders.

Distribution of securities distributed to holders of deposited securities which are distributed
by the depositary to ADS holders.

Depositary services.

Transfer and registration of shares on our share register to or from the name of the depositary
or its agent when you deposit or withdraw shares.

Cable, telex and facsimile transmissions (when expressly provided in the deposit agreement).

Converting foreign currency to U.S. dollars.




Taxes and other governmental charges the depositary or the custodian have to pay . Asnecessary.
on any ADS or share underlying an ADS, for example, stock transfer taxes, stamp
duty or withholding taxes.

Any chargesincurred by the depositary or its agents for servicing the deposited . Asnecessary.
securities.

The Bank of New Y ork Mellon, as depositary, collectsits fees for delivery and surrender of ADSs directly from investors depositing shares or surrendering ADSs for the purpose of
withdrawal or from intermediaries acting for them. The depositary collects fees for making distributions to investors by deducting those fees from the amounts distributed or by selling a portion
of distributable property to pay the fees. The depositary may collect its annual fee for depositary services by deduction from cash distributions or by directly billing investors or by charging the
book-entry system accounts of participants acting for them. The depositary may generally refuse to provide fee-attracting services until its fees for those services are paid. The depositary may
collect any of its fees by deduction from any cash distributions made to ADS holders that are obligated to pay those fees.

From time to time, the depositary may make payments to us to reimburse and/or share revenue from the fees collected from ADS holders, or waive fees and expenses for services
provided, generally relating to costs and expenses arising out of establishment and maintenance of the ADS program. In performing its duties under the deposit agreement, the depositary may
use brokers, dealers or other service providersthat are affiliates of the depositary and that may earn or share fees or commissions.

PART I
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
None.
ITEM 14. MATERIAL MODIFICATIONSTO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEEDS
None.
ITEM 15. CONTROLSAND PROCEDURES

(a) Disclosure Controlsand Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure controls and procedures (as such
termisdefined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of December 31, 2013, or the Evaluation Date. Based on such evaluation, those officers have concluded that, as of the
Evaluation Date, our disclosure controls and procedures are effective in recording, processing, summarizing and reporting, on atimely basis, information required to be included in periodic filings
under the Exchange Act and that such information is accumul ated and communicated to management, including our principal executive and financial officers, as appropriate to allow timely
decisions regarding required disclosure.

(b) Management's Annual Report on Internal Control over Financial Reporting

This annual report does not include a report of management’s assessment regarding internal control over financial reporting due to atransition period established by rules of the SEC for
newly public companies.
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(c) Attestation Report of the Registered Public Accounting Firm
Thisannual report does not include an attestation report of our registered public accounting firm due to atransition period established by rules of the SEC for newly public companies.
(d) Changesin Internal Control over Financial Reporting

During the year ended December 31, 2013, there were no changesin our internal control over financial reporting that have materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

The board of directors has determined that Gil Bianco, David Schlachet and Sarit Soccary Ben-Y ochanan are the financial experts serving on our audit committee and that these
individuals are independent as that term is defined under the NASDAQ Stock Market rules.

ITEM 16B. CODE OF ETHICS
We have adopted a code of ethics applicable to our employeesin all locations. The code of ethicsis available on our website, www.mazorr obotics.com.
ITEM 16C. PRINCIPAL ACCOUNTANT FEESAND SERVICES

The following table sets forth fees for professional audit services rendered by Somekh Chaikin, amember firm of KPMG International, for the audit of our financial statementsfor the
years ended December 31, 2013 and 2012, and fees billed for other services rendered by Somekh Chaikin:

2013 2012
(In Thousands)
Audit fees (1) $ 230 $ 240
Tax fees (2) 9 10
Total $ 239 % 250
(1) Includes audit fee for registration statement and prospectus.
2 “Tax fees” includes fees for professional servicesrendered by our auditors for tax compliance, tax advice on actual or contemplated transactions and work regarding transfer prices.

In accordance with our pre-approval policy, our audit committee pre-approved all audit and non-audit services provided to us and to our subsidiaries during the periods listed above.
Audit services must be pre-approved by the full audit committee. The authority to pre-approve non-audit services has been delegated to the Chairman of the audit committee. Any services pre-
approved by the Chairman are reported to the full committee at its next scheduled meeting.
ITEM 16D. EXEMPTIONSFROM THE LISTING STANDARDS FOR AUDIT COMMITTEES

Not applicable.
ITEM 16E. PURCHASES OF EQUITY SECURITIESBY THE ISSUER AND AFFILIATED PURCHASERS

Not applicable.
ITEM 16F. CHANGE IN REGISTRANT'SCERTIFYING ACCOUNTANT

Not applicable.
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ITEM 16G. CORPORATE GOVERNANCE

The Sarbanes-Oxley Act, aswell asrelated rules subsequently implemented by the SEC, require foreign private issuers, such as us, to comply with various corporate governance

practices. In addition, following the listing of our ADSs on the NASDAQ Capital Market (and now the NASDAQ Global Market), we are required to comply with the Listing Rules of the
NASDAQ Stock Market. Under those Listing Rules, we may elect to follow certain corporate governance practices permitted under the Companies Law in lieu of compliance with corresponding
corporate governance requirements otherwise imposed by the Listing Rules of the NASDAQ Stock Market for U.S. domestic issuers.

In accordance with Israeli law and practice and subject to the exemption set forth in Rule 5615 of the Listing Rules of the NASDAQ Stock Market, we have elected to follow the

provisions of the Companies Law, rather than the Listing Rules of the NASDAQ Stock Market, with respect to the following requirements:

Distribution of periodic reportsto shareholders; proxy solicitation. Asopposed to the Listing Rules of the NASDAQ Stock Market, which require listed issuers to make such
reports available to shareholders in one of anumber of specific manners, Israeli law does not require us to distribute periodic reports directly to shareholders, and the generally
accepted business practicein Israel is not to distribute such reports to sharehol ders but to make such reports available through a public website. In addition to making such reports
available on a public website, we currently make our audited financial statements available to our shareholders at our offices and will only mail such reports to shareholders upon
request. Asaforeign private issuer, we are generally exempt from the SEC's proxy solicitation rules.

Quorum. Whilethe Listing Rules of the NASDAQ Stock Market require that the quorum for purposes of any meeting of the holders of alisted company’s common voting stock, as
specified in the company’s bylaws, be no less than 33 1/3% of the company’s outstanding common voting stock, under Israeli law, acompany is entitled to determinein its articles of
association the number of shareholders and percentage of holdings required for a quorum at a shareholders meeting. Our Articles of Association provide that a quorum of two or more
shareholders holding at least 25% of the voting rightsin person or by proxy isrequired for commencement of business at a general meeting. However, the quorum set forth in our
Articles of Association with respect to an adjourned meeting consists of any number of shareholders present in person or by proxy.

Nomination of our directors. With the exception of our external directors and directors elected by our board of directors due to vacancy, our directors are elected by an annual
meeting of our shareholders to hold office until the next annual meeting following one year from his or her election. See "Management—Board Practices" The nominations for directors,
which are presented to our shareholders by our board of directors, are generally made by the board of directorsitself, in accordance with the provisions of our amended and restated
articles of association and the Companies Law. Nominations need not be made by a nominating committee of our board of directors consisting solely of independent directors, as
required under the Listing Rules of the NASDAQ Stock Market.

Compensation of officers. Israeli law and our amended and restated articles of association do not require that the independent members of our board of directors (or acompensation
committee composed solely of independent members of our board of directors) determine an executive officer's compensation, asis generally required under the Listing Rules of the
NASDAQ Stock Market with respect to the CEO and all other executive officers.

Instead, compensation of executive officersis determined and approved by our compensation committee and our board of directors, and in certain circumstances by our shareholders,

either in consistency with our office holder compensation policy or, in special circumstancesin deviation therefrom, taking into account certain considerations stated in the Companies Law.
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Shareholder approval isgenerally required for officer compensation in the event (i) approval by our board of directors and our compensation committee is not consistent with our office
holders compensation policy, or (ii) compensation required to be approved isthat of our chief executive officer who is not adirector or an executive officer who is also the controlling sharehol der
of our company (including an affiliate thereof). Such shareholder approval shall require a majority vote of the shares present and voting at a shareholders meeting, provided either (i) such
majority includes amajority of the shares held by non-controlling sharehol ders who do not otherwise have a personal interest in the compensation arrangement that are voted at the meeting,
excluding for such purpose any abstentions disinterested majority, or (ii) the total shares held by non-controlling and disinterested shareholders voted against the arrangement does not exceed
two percent (2%) of the voting rightsin our company.

Additionally, approval of the compensation of an executive officer, who is also adirector, shall generally require asimple majority vote of the shares present and voting at a
shareholders meeting, if consistent with our office holders compensation policy. Our compensation committee and board of directors may, in special circumstances, approve the compensation of
an executive officer (other than adirector, a chief executive officer or acontrolling shareholder) or approve the compensation policy despite shareholders’ objection, based on specified
arguments and taking shareholders’ objection into account. Our compensation committee may further exempt an engagement with anominee for the position of chief executive officer, who meets
the non-affiliation requirements set forth for an external director, from requiring shareholders' approval, if such engagement is consistent with our office holders compensation policy and our
compensation committee determines based on specified arguments that presentation of such engagement to shareholders' approval islikely to prevent such engagement. To the extent that any
such transaction with a controlling shareholder is for a period extending beyond three years, approval isrequired once every three years.

A director or executive officer may not be present when the board of directors of acompany discusses or votes upon the terms of his or her compensation, unless the chairman of the
board of directors determines that he or she should be present to present the transaction that is subject to approval.

e Independent directors. Israeli law does not require that amajority of the directors serving on our board of directors be "independent," as defined under NASDAQ Listing Rule 5605(a)
(2), and rather requires we have at least two external directors who meet the requirements of the Companies Law, as described above under "Management—Board Practices—External
Directors." We are required, however, to ensure that all members of our Audit Committee are "independent” under the applicable NASDAQ and SEC criteriafor independence (aswe
cannot exempt ourselves from compliance with that SEC independence requirement, despite our status as aforeign private issuer), and we must also ensure that amajority of the
members of our Audit Committee are "unaffiliated directors" as defined in the Companies Law. Furthermore, Israeli law does not require, nor do our independent directors conduct,
regularly scheduled meetings at which only they are present, which the NASDAQ Listing Rules otherwise require.

e Shareholder approval. Wewill seek shareholder approval for all corporate actions requiring such approval under the requirements of the Companies Law, rather than seeking
approval for corporation actionsin accordance with NASDAQ Listing Rule 5635. In particular, under this NASDAQ rule, shareholder approval isgenerally required for: (i) an
acquisition of shares/assets of another company that involves the issuance of 20% or more of the acquirer's shares or voting rights or if adirector, officer or 5% shareholder has greater
than a5% interest in the target company or the consideration to be received; (ii) the issuance of shares |eading to a change of control; (iii) adoption/amendment of equity compensation
arrangements; and (iv) issuances of 20% or more of the shares or voting rights (including securities convertible into, or exercisable for, equity) of alisted company viaaprivate
placement (and/or via sales by directors/officers/5% shareholders) if such equity isissued (or sold) at below the greater of the book or market value of shares. By contrast, under the
Companies Law, shareholder approval isrequired for, among other things: (i) transactions with directors concerning the terms of their service or indemnification, exemption and
insurance for their service (or for any other position that they may hold at acompany), for which approvals of the compensation committee, board of directors and shareholders are all
required, (ii) extraordinary transactions with controlling shareholders of publicly held companies, which require the special approval described below under "Approval of Related Party
Transactions under |sraeli Law — Disclosure of personal interests of controlling shareholders', and (iii) terms of employment or other engagement of the controlling shareholder of us
or such controlling shareholder's relative, which require the special approval described below under "Approval of Related Party Transactions under Israeli Law — Disclosure of
personal interests of controlling shareholders". In addition, under the Companies Law, amerger requires approval of the shareholders of each of the merging companies.

e Approval of Related Party Transactions. All related party transactions are approved in accordance with the requirements and procedures for approval of interested party acts and
transactions, set forth in sections 268 to 275 of the Companies Law, and the regul ations promulgated thereunder, which require the approval of the audit committee, the compensation
committee, the board of directors and shareholders, as may be applicable, for specified transactions, rather than approval by the audit committee or other independent body of our
board of directors as required under the Listing Rules of the NASDAQ Stock Market.
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Approval of Related Party Transactionsunder Israeli Law
Disclosure of personal interests of a controlling shareholder and approval of transactions

The Companies Law also requires that a controlling shareholder promptly disclose to the company any personal interest that he or she may have and all related material information or
documents relating to any existing or proposed transaction by the company. A controlling shareholder’s disclosure must be made promptly and in any event no later than the first meeting of the
board of directors at which the transaction is considered. Extraordinary transactions with a controlling shareholder or in which acontrolling shareholder has a personal interest, including a
private placement in which acontrolling shareholder has a personal interest, and the terms of engagement of the company, directly or indirectly, with acontrolling shareholder or a controlling
shareholder’ s relative (including through a corporation controlled by a controlling shareholder), regarding the company’s receipt of services from the controlling shareholder, and if such
controlling shareholder is also an office holder of the company, regarding his or her terms of employment, require the approval of each of (i) the audit committee or the compensation committee
with respect to the terms of the engagement of the company, (ii) the board of directors and (iii) the shareholders, in that order. In addition, the shareholder approval must fulfill one of the
following requirements:

e amagority of the shares held by shareholders who have no personal interest in the transaction and are voting at the meeting must be voted in favor of approving the transaction,
excluding abstentions; or

e the shares voted by shareholders who have no personal interest in the transaction who vote against the transaction represent no more than 2.0% of the voting rights in the company.
In addition, any extraordinary transaction with a controlling shareholder or in which a controlling shareholder has a personal interest with aterm of more than three years requires the
abovementioned approval every three years, however, such transactions not involving the receipt of services or compensation can be approved for alonger term, provided that the audit

committee determines that such longer term is reasonable under the circumstances.

The Companies Law requires that every shareholder that participates, in person, by proxy or by voting instrument, in avote regarding atransaction with a controlling shareholder, must
indicate in advance or in the ballot whether or not that shareholder has a personal interest in the vote in question. Failure to so indicate will result in the invalidation of that shareholder’s vote.

ITEM 16H. MINE SAFETY DISCLOSURE
Not applicable.
PART 1
ITEM 17. FINANCIAL STATEMENTS

We have elected to provide financial statements and related information pursuant to Item 18.
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ITEM 18. FINANCIAL STATEMENTS

The consolidated financial statements and the related notes required by this Item areincluded in this annual report beginning on page F-1.
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Report of Independent Registered Public Accounting Firm

TheBoard of Directorsand Shareholders
Mazor RoboticsLtd.

We have audited the accompanying consolidated statements of financial position of Mazor Robotics Ltd. (hereinafter —“the Company”) and its subsidiary as of December 31, 2013 and 2012 and
the related consolidated statements of comprehensive income, changes in equity and cash flows, for each of the years in the three-year period ended December 31, 2013. These consolidated
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosuresin the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide areasonable basis for our opinion.

In our opinion, the consolidated financia statements referred to above present fairly, in all material respects, the financial position of the Company and its subsidiary as of December 31, 2013 and
2012 and the results of their operations and their cash flows for each of the years in the three-year period ended December 31, 2013, in conformity with International Financial Reporting
Standards (“1FRS”), asissued by the International Accounting Standards Board (“IASB”).

/sl Somekh Chaikin
Certified Public Accountants (Isr.)
Member firm of KPMG International

Haifa, Israel
April 3,2014




Consolidated Statements of Financial Position as of December 31

Mazor Robotics Ltd.

Assets

Cash and cash equivalents
Short-term investments
Trade receivables

Other accounts receivable
Inventory

Total current assets
Prepaid |ease fees

Deferred tax assets, net
Property and equipment, net
Intangible assets, net

Total non-current assets

Total assets

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

2013 2012

Note USD thousands USD thousands
4 19,803 12,797

5 45,014 4,156

6 1,974 1,147

7 655 680

8 2,480 1,257
69,926 20,037

9,188 78 64
17 - 80
10 792 766
11 93 387
963 1,297

70,889 21,334




Consolidated Statements of Financial Position as of December 31

Mazor Robotics Ltd.

Current liabilities

Trade payables
Other accounts payable

Total current liabilities

Employee benefits

Liabilitiesto the OCS

Derivative liabilities on account of warrants
Deferred tax liability

Total non-current liabilities

Total liabilities

Equity

Share capital

Share premium

Amounts allocated to share options
Capital reserve for share-based payment transactions
Foreign currency translation reserve
Accumulated loss

Total equity

Total liabilitiesand equity

Date of approval of thefinancial statements: April 3, 2014

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

2013 2012
Note USD thousands USD thousands
12 1,899 1,318
13 4,565 2,706
6,464 4,024
14 311 199
15 - 301
16 - 3,990
17 21 -
332 4,490
6,796 8,514
27
106 73
130,472 58,910
7 554
3,854 3,170
2,119 2,119
(72,535) (52,006)
64,093 12,820
70,889 21,334




Consolidated Compr ehensive Income Statementsfor the Year Ended December 31

Mazor Robotics Ltd.

Revenues
Cost of sales

Gross profit

Research and devel opment expenses, net
Selling and marketing expenses

Genera and administrative expenses
Operating loss

Financing income
Financing expenses

Financing expenses, net

L oss befor e taxes on income

Income tax (benefit) expense

Lossfor theyear

Other comprehensive (loss) income:
Foreign currency translation differences
Total comprehensivelossfor the year
Lossper share

Basic and diluted |oss per share (in USD)

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

2013 2012 2011

Note USD thousands USD thousands USD thousands
19 19,983 12,175 5,904
21 4,280 2,893 1,879
15,703 9,282 4,025

22 4,174 2,760 3,062
23 15,692 8,887 6,990
24 2,766 1,845 1,639
(6,929) (4,210) (7,666)

25 214 925 764
25 (13,647) (3,756) (948)
(13,433) (2,831) (184)

(20,362) (7,041) (7,850)

17 167 23 (68)
(20,529) (7,064) (7,782)

- (281) (950)

(20,529) (7,345) (8,732)

29 (0.57) (0.29) (0.36)




Mazor Robotics Ltd.
Consolidated Statements of Changesin Equity

Capital
Amounts reservefor Foreign
Amounts allocated to share-based currency
Share Share allocated conversion payment tranglation Accumulated Total
Capital premium to options option transactions reserve |0ss Equity
USD thousands
For theyear ended
December 31, 2013
Balance as of
January 1, 2013 73 58,910 554 - 3,170 2,119 (52,006) 12,820
Total comprehensive loss
for the year - - - - - - (20,529) (20,529)
Issuance of shares(1) 16 42,604 - - - - - 42,620
Exercise of share options 17 28,948 (17,977) - (325) - - 10,663
Expiration of share options - 10 - - (10) - - -
Share-based payments - - - - 1,019 - - 1,019
Classification of derivative
liability on account of warrants
to equity (note 16A) - - 17,500 - - - - 17,500
Balance as of
December 31, 2013 106 130,472 77 - 3,854 2,119 (72,535) 64,093
For theyear ended
December 31, 2012
Balance as of
January 1, 2012 55 51,122 1,267 795 2,787 2,400 (44,942) 13,484
Total comprehensiveloss
for theyear
Lossfor the year - - - - - - (7,064) (7,064)
Other comprehensive loss
for the year, net of tax - - - - - (281) - (281)
Total comprehensive loss
for theyear - - - - - (281) (7,064) (7,345)
Issuance of share options
and shares 18 6,105 - - - - - 6,123
Exercise of share options @- 3 - - - - - 3
Expiration of share options - 885 (713) - (172) - - -
Share-based payments - - - - 555 - 555
Expiration of conversion
Options - 795 - (795) - - -
Balance as of
December 31, 2012 73 58,910 554 - 3,170 2,119 (52,006) 12,820
(&) See note 27C(3).
@ Lessthan USD 1 thousand.




Consolidated Statements of Changesin Equity

Mazor Robotics Ltd.

For theyear ended
December 31, 2011

Balance as of
January 1, 2011

Total comprehensiveincome

for theyear
Lossfor the year

Other comprehensive income

for the year, net of tax

Total comprehensive income

for theyear

Issuance of share options
and shares
Exercise of share options
Expiration of share options
Share-based payments
Balance as of
December 31, 2011

(6N} Less than USD 1 thousand.

Capital

Amounts reservefor Foreign

Amounts allocated to share-based currency
Share Share allocated conversion payment translation Accumulated Total
Capital premium to options option transactions I eserve loss Equity

USD thousands

48 43,097 2,850 795 2,165 3,350 (37,160) 15,145
- - - - (7,782) (7,782)
- - - (950) - (950)
- - - (950) (7,782) (8,732)
7 5,554 825 - - - - 6,386
- 65 @] - (10) - - 53
= 2,406 (2,406) - - - R R
- - - 632 - - 632
55 51,122 1,267 795 2,787 2,400 (44,942) 13,484

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




Consolidated Statements of Cash Flowsfor the Year Ended December 31

Mazor Robotics Ltd.

Cash flows from operating activities
Lossfor the year

Adjustments:

Depreciation and amortization
Financing expenses, net
Share-based payment transactions
Income tax (benefit) expense

Changein inventory

Change in trade and other accounts receivable
Changein prepaid lease fees

Change in trade and other accounts payable
Change in employee benefits

Interest received
Interest paid
Income tax received
Income tax paid

Net cash used in operating activities

Cash flows from investing activities

Proceeds from sale (acquisition) of deposits and
investment in marketable securities, net

Acquisition of property and equipment

Net cash from (used in) investing activities

Cash flows from financing activities
Proceeds from warrants and shares issue, net
Proceeds from exercise of share optionsto

employees and service providers
Repayment of convertible debentures
Repayment of loans to the OCS

Net cash from financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equival ents at the beginning of the year
Exchange rate differences on

cash and cash equivalents

Cash and cash equivalentsat the end of the year

Supplementary cash flowsinformation:
Transfer of inventory to property and equipment

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

2013 2012 2011
USD thousands USD thousands USD thousands
(20,529) (7,064) (7,782)
611 545 451
13,400 2,938 205
1,019 555 632
167 23 (68)
15,197 4,061 1,220
(1,223) (51) (448)
(899) (218) (623)
(14) (9) (12)
2,254 1,194 407
112 12 48
230 928 (628)

78 470 574
- (215) (218)
(26) - (19

52 255 337
(5,050) (1,820) (6,853)
(40,820) 9,949 (2,213)
(272) (372) (275)
(41,092) 9,577 (2,488)
53,198 7,298 6,386
479 3 53

- (3,916) -

(629) (317) (229)
53,048 3,068 6,210
6,906 10,825 (3,131)
12,797 1,655 4,802
100 317 (16)
19,803 12,797 1,655
67 87 190




Mazor Robotics Ltd.

Notesto the Consolidated Financial Statementsasat December 31, 2013

Note 1 - Reporting Entity

A.

B.

Mazor Robotics Ltd. (hereinafter — the “ Company”) is an Israeli company incorporated in Israel. The address of the Company’s registered officeis 7 HaEeshel St., Caesarea Industrial Park,
Caesarea, Israel. These consolidated financial statements as of and for the year ended December 31, 2013 comprise the Company and its wholly owned subsidiary incorporated in the
U.S,, Mazor Robotics Inc. (together referred to as the “Group”). The Group is a leading innovator in spine surgery and has pioneered surgical guidance systems and complementary
products in the spine and brain surgical markets that provide a safer surgical environment for patients, surgeons and operating room staff. The Group engages in the development,
production and marketing of innovative medical devices for supporting surgical procedures in the field of orthopedics and neurosurgery. The Group operates in the field of image guided
surgery (also known as computer assisted surgery) that enables the use of surgical instruments with high precision and minimal invasiveness and that simplifies complex surgical
procedures. Since August 2007, the securities of the Company have been registered for trade on the Tel Aviv Stock Exchange. On May 28, 2013 the Company’s American Depositary
shares (ADSs), each of which represents 2 ordinary shares of the Company, represented by American Depositary Receipts (ADRs), have been registered for trade on NASDAQ Capital
Market (see note 27(C)(3)).

Definitions

In thesefinancial statements—

(] International Financial Reporting Standards (hereinafter — IFRS) — Standards and interpretations that were adopted by the International Accounting Standards Board (IASB)
and which include international financial reporting standards and international accounting standards (IAS) along with the interpretations of these standards by the
International Financial Reporting I nterpretations Committee (IFRIC) or interpretations of the Standing Interpretations Committee (SIC), respectively.

2 The Company — Mazor Robotics Ltd.

©)] The Group — Mazor Robotics Ltd. and its subsidiary.

4 Subsidiary — A company, the financial statements of which are fully consolidated, directly or indirectly, with the financial statements of the Company.

(5 Related party — Within itsmeaning in IAS 24 (2009), “ Related Party Disclosures’.

6) CPI — The Consumer Price Index as published by the Israeli Central Bureau of Statistics.

(@] OCS- Officeof the Chief Scientist of the Israeli Ministry of Industry, Trade and Labor.




Mazor Robotics Ltd.

Notesto the Consolidated Financial Statementsasat December 31, 2013

Note 2 - Basis of Preparation

A.

Statement of compliance

The consolidated financial statements have been prepared in accordance with IFRS asissued by the IASB.

The consolidated financial statements were authorized for issue by the Company’s Board of Directors on April 3, 2014.

Reporting and functional currency

These consolidated financial statements are presented in US dollars (USD), which isthe Company’s functional currency as of the date of these consolidated financial statements.
Changein thefunctional currency:

The Company determined that its functional currency had changed in September 2012 (the transition date) from New Israeli Shekels (NIS) to USD. This determination resulted from a
change in relevant circumstances whereby sales transactions denominated in USD, which began in 2011 and stabilized in 2012, became the primary source of sales revenue, expenses
denominated in USD began to exceed those in NIS and the Company completed a USD denominated significant financing transaction. The Company believes that these circumstances
indicate achangeinits functional currency which will continue to reflect the nature of its future operations.

Basis of measurement

The financial statements have been prepared on the historical cost basis except for short-term investments and derivative instruments measured at fair value through profit or loss,
inventory (measured at the lower of cost or net realizable value), deferred tax assets and liabilities and assets and liabilities for employee benefits. For further information regarding the
measurement of these assets and liabilities see Note 3 regarding significant accounting policies.

Use of estimates and judgments

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

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

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




Mazor Robotics Ltd.

Notesto the Consolidated Financial Statementsasat December 31, 2013

Note 2 - Basis of Preparation (cont’d)

D.

Use of estimates and judgments (cont’d)

Material accounting estimates and judgments

Presented hereunder is information with respect to assumptions and estimates, which were made by the Group’s management while implementing Group accounting policies and have a
significant risk of resulting in amaterial adjustment to the financial statementsin the future:

Fair value measurement of Warrants convertible into a variable number of Company's shares

During 2012, the Company entered into an investment agreement as described in Note 27C(2), according to which investors were issued warrants convertible into a variable number of
the Company's shares, thereby representing a financial liability that is a derivative instrument. This liability is measured at fair value using standard val uation technique for this type of
instrument (Monte Carlo model) on the basis of observable inputs (such as the price of the Company's shares and the NIS'USD exchange rate) and the following unobservable
inputs: expected volatility, correlation between the share price and the change in the exchange rate, risk-free interest rate, expected life and the probability that mandatory exercise will
occur.

Changes in the financial inputs underlying the model and/or in the valuation technique could have caused significant changesin the fair value of said liability and could have a material
effect upon the valuation results, and thus, on our financial statements. Asfully described in Note 16, as of May 28, 2013 the derivative instrument was reclassified to equity and is no
longer measured at fair value.
Capitalization of development costs - Development costs are capitalized and recognized as an intangible asset according to the accounting policy described in Note 3E. The
capitalization of the costs is based among others on management’s judgment regarding technological and economic feasibility, which generally exists when a product development
project reaches a defined milestone, or when the Company enters into a transaction to sell the know-how that was derived from the development. In determining the amount to be
capitalized, management makes assumptions as to the future anticipated cash inflows from the assets.
Recognition of deferred tax assets and liabilitiesin respect of tax losses - Management of the Company evaluates whether it is probable that in the foreseeable future there will be taxable
profits against which losses can be utilized and quantify the portion of tax losses that are more likely than not to be allowable under applicable tax laws, and accordingly it recognizes (or
does not recognize) deferred tax assets and liabilities. For further information on losses for which adeferred tax asset was recognized, see Note 17 regarding taxes on income.
Fair value measurement of share-based payment transactions - The Group grants share based payment to employees and consultants. The fair value of the share options is measured at
grant date on the basis of accepted valuation models and assumptions regarding unobservable inputs used in the valuation models. The value of the transactions, measured as
described above, is recognized as an expense over the vesting period. Concurrently with the periodic recognition of an expense, an increase is recognized in a capital reserve, within the
Group's equity.
New standards and inter pretations
(1) IFRS10Consolidated Financial Statementsand | FRS 12 Disclosure of I nterestsin Other Entities (2011)

IFRS 10 introduces a single control model to determine whether an investee should be consolidated.

IFRS 12 brings together into a single standard all the disclosure requirements about an entity’s interests in subsidiaries, joint arrangements, associates and unconsolidated
structured entities.

These standards are effective for annual periods beginning on or after January 1, 2013 with early adoption permitted.

Application of IFRS 10 and IFRS 12 did not have amaterial effect on the Group's consolidated financial statements.
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Note 2 - Basis of Preparation (cont’d)

E.

New standards and inter pretations (cont'd)

(2) IFRS13Fair Value Measurement (2011)
IFRS 13 provides a single source of guidance on how fair value is measured, and replaces the fair value measurement guidance that is currently dispersed throughout | FRS. Subject
to limited exceptions, IFRS 13 is applied when fair value measurements or disclosures are required or permitted by other IFRSs. IFRS 13 is effective for annual periods beginning on
or after January 1, 2013 with early adoption permitted.
Application of IFRS 13 did not have amaterial effect on the Group’s consolidated financial position and financial results.

Capital management — obj ectives, procedures and processes

Management’s policy is to maintain a solid capital base in order to preserve the ability of the Company to continue operating so that it may provide a return on capital to its

shareholders, benefits to other holders of interests in the Company such as credit providers and employees of the Company, and sustain future development of the business. Neither
the Company nor its Subsidiary is subject to externally imposed capital requirements.
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Notesto the Consolidated Financial Statementsasat December 31, 2013

Note 3 - Significant Accounting Palicies

The accounting policies set out below have been applied consistently for all periods presented in these consolidated financial statements, and have been applied consistently by Group entities.

A.

Basis of consolidation

®

@

Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases. The accounting policies of subsidiaries have been changed when necessary to align them with the policies adopted by the
Group.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group transactions, are eliminated in preparing the consolidated financial
statements. Unrealized |osses are eliminated in the same way as unrealized gains, but only to the extent that there is no evidence of impairment.

Foreign currency transactions

Transactionsin foreign currencies are translated to the respective functional currencies of Group entities at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to the functional currency at the exchange rate at that date. The foreign currency
gain or loss on monetary items is the difference between amortized cost in the functional currency at the beginning of the year, adjusted for effective interest and payments during the
year, and the amortized cost in foreign currency translated at the exchange rate at the end of the reporting period. Foreign currency differences arising on translation are recognized in
profit or loss.

Non-monetary items that are measured in terms of historical cost in aforeign currency are translated using the exchange rate at the date of the transaction.

Financial instruments

1

Non-derivativefinancial assets

Initial recognition of financial assets

The Group initially recognizes loans and receivables and deposits on the date that they are originated. All other financial assets acquired in a regular way purchase are
recognized initially on the trade date at which the Group becomes a party to the contractual provisions of the instrument (i.e., on the date the Group undertook to purchase or
sell the asset). Non-derivative financial instruments comprise investments in marketable securities, deposits, trade and other receivables, and cash and cash equivalents.

Derecognition of financial assets

Financial assets are derecognized when the Group's contractual rights to the cash flows from the asset expire, or when the Group transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which substantially all of the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assetsthat is created or retained by the Group is recognized as a separate asset or liability.

Regular way sales of financial assets are recognized on the trade date, which is the date that the Company undertook to sell the asset.

See (2) hereunder regarding the offset of financial assets and financial liabilities.

The Group classifiesits financial assets according to the following categories:

Financial assets at fair value through profit or loss

A financial asset is classified at fair value through profit or loss if it is classified as held for trading. Attributable transaction costs are recognized in profit or loss as incurred.
Financial assets at fair value through profit or loss are measured at fair value, and changes therein are recognized in profit or loss.

Financial assets held for trading comprise investmentsin marketable securities.
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Note 3 - Significant Accounting Policies (cont’d)

C.

Financial instruments (cont’d)

®

@

(©)

4

®

©)

Non-derivativefinancial assets (cont’d)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. Such assets are recognized initially at fair
value plus any direct attributable transaction costs. Subsequent to initial recognition, loans and receivables are measured at amortized cost using the effective interest method,
less any impairment losses. Loans and receivables comprise trade receivables, deposits, other accounts receivable and cash and cash equivalents.

Cash and cash equivalents comprise cash balances available for immediate use and call deposits. Cash equivalents comprise short-term highly liquid investments (with original
maturities of three months or less) that are readily convertible into known amounts of cash and are not exposed to significant risks of change in value.

Non-derivative financial liabilities
The Group initially recognizes debt securities issued on the date that they are originated. All other financial liabilities are recognized initially on the trade date at which the
Group becomes a party to the contractual provisions of the instrument. Financial liabilities are derecognized when the obligation of the Group, as specified in the agreement,

expires or when it is discharged or cancelled.

Financial liabilities are recognized initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition these financial liabilities are measured at
amortized cost using the effective interest method. Non-derivative financial liabilities comprise convertible debentures, liability to the OCS, trade and other accounts payable.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when, the Group currently has alegal right to offset
the amounts and intends either to settle on anet basis or to realize the asset and settle the liability simultaneously.

CPI-linked assetsand liabilitiesthat are not measured at fair value

The value of CPI-linked financial assets and liabilities, which are not measured at fair value, is revalued every period in accordance with the actual increase/decreasein the CPI.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share options are recognized as a deduction from equity.

Shareoptions

Receiptsin respect of share options are classified as equity to the extent that they confer the right to purchase a fixed number of shares for afixed exercise price.

Issuance of compound financial instruments

(@  The consideration received from the issuance of compound financial instruments, which consist of equity components and liability-classified options, is attributed at
first to financial liabilities that are measured each period at fair value through profit or loss, and then to financial liabilities that are measured only upon initial recognition
at fair value. The remaining amount isthe value of the equity component.

(b)  Direct issuance costs are attributed to the specific securities in respect of which they were incurred, whereas joint issuance costs are attributed to the securities on a

proportionate basis according to the allocation of the consideration from the issuance of the compound financial instruments, as described in sub-paragraph (a) above.
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Note 3 - Significant Accounting Policies (cont’d)

D.

E.

Property and Equipment

®

@

(©)

Recognition and measurement
Property and Equipment are measured at cost |ess accumulated depreciation and accumulated impairment |osses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the cost of materials and direct labor, any
other costs directly attributable to bringing the assets to aworking condition for their intended use.

Purchased software that isintegral to the functionality of the related equipment is capitalized as part of that equipment.

Gains and losses on disposal of property and equipment are determined by comparing the proceeds from disposal with the carrying amount of the asset, and are recognized net
within “other income” or “other expenses”, asrelevant, in profit or loss.

Subsequent costs

The cost of replacing part of a property and equipment asset item is recognized in the carrying amount of the item if it is probable that the future economic benefits embodied
within the part will flow to the Group and its cost can be measured reliably. The carrying amount of the replaced part is derecognized. The costs of day-to-day servicing are
recognized in profit or loss asincurred.

Depreciation

Depreciation is asystematic allocation of the depreciable amount of an asset over its useful life. The depreciable amount is the cost of the asset, or other amount substituted for
cost.

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

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

Computers 3years
Machinery and equipment 4-7 years
Office furniture and equipment 10-17 years
Motor vehicles 5years
Leasehold improvements 4-6 years

Depreciation methods useful lives are reviewed at each financial year-end and adjusted if appropriate.

Intangible assets

@

Resear ch and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding, is recognized in profit or loss when
incurred.

Development activitiesinvolve plans or design for the production of new or substantially improved products and processes.
Development expenditureis capitalized only if:

o development costs can be measured reliably;

o theproduct or processistechnically and commercially feasible;

o future economic benefits are probable; and

o the Group intendsto and has sufficient resources to complete development and to use or sell the asset.
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Note 3 - Significant Accounting Policies (cont’d)

E.

F.

Intangible assets (cont’d)

@ Resear ch and development (cont’d)
Asregard to some of the Company’s products, technological feasibility may occur only when the Company’s clinical trials succeed and following receipt of approval from the
U.S. Food and Drug Administration (the FDA). Sometimes the costs incurred between the successful completion of the product’s development and successful clinical trials,
and the time the product is ready for sale areimmaterial, so that in reality all of the development costs will be recognized in profit or loss asincurred.
The capitalized expenditure includes the cost of materials, direct |abor and overhead costs that are directly attributable to developing the asset for its intended use. Other
development expenditure is recognized in profit or loss asincurred.
Capitalized development expenditure is measured at cost |ess accumulated amortization and accumulated impairment losses.

2 Subsequent expenditure
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific asset to which it relates. All other expenditure, including
expenditure on internally generated brands, is recognized in profit or loss asincurred.

(©)] Amortization
Amortization is a systematic allocation of the amortizable amount of an intangible asset over its useful life. The amortizable amount is the cost of the asset.
Amortization is recognized in profit or loss on a straight-line basis over the estimated useful lives of the intangible assets, from the date they are available for use, since these
methods most closely reflect the expected pattern of consumption of the future economic benefits embodied in each asset.
The estimated useful lives for the current and comparative periods are as follows:
Capitalized devel opment costs 4 years.
Amortization methods and useful lives are reviewed at each reporting date and adjusted if appropriate.

Inventory

Inventory is measured at the lower of cost and net realizable value. The cost of inventory is based on the moving average method, and includes expenditure incurred in acquiring the
inventory and the costs incurred in bringing it to its existing location and condition. Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses. Management regularly evaluates the necessity of provisions for obsolescence, which may result from excess, slow-moving or
obsolete inventories.

Impair ment

@

Financial assets

A financial asset not carried at fair value through profit or loss is tested for impairment when objective evidence indicates that one or more events had a negative effect on the
estimated future cash flows of the asset.

Animpairment loss in respect of afinancial asset measured at amortized cost is calculated as the difference between its carrying amount and the present value of the estimated
future cash flows discounted at the asset’s origina effective interest rate. All individually significant financial assets are assessed for specific impairment, and all impairment
losses are recognized in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the recognition of the impairment loss. For financial assets measured at
amortized cost the reversal isrecognized in profit or loss.
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Note 3 - Significant Accounting Policies (cont’d)

G.

Impairment (cont’d)

@

Non-financial assets

The carrying amounts of the Group's non-financial assets, other than inventories and deferred tax assets, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its net selling price (fair value less costs to sell). In assessing value in use, the
estimated future cash flows are discounted to their present value using adiscount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or groups of assets (the “ cash-generating unit”).

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its estimated recoverable amount. Impairment losses are recognized in
profit or loss. Impairment losses recognized in respect of cash-generating units are allocated to reduce the carrying amounts of the assets in the cash-generating unit on a pro
rata basis.

Impairment |osses recognized in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had been recognized.

Employee benefits

@ Post-employment benefits
Most of the Group’s Israeli employees are subject to Section 14 of the Israeli Severance Pay Law and therefore substantially all of the post-employment plans of the Group are
classified as defined contribution plans.
Defined contribution plans
Obligations for contributions to defined contribution pension plans are recognized as an expense in profit or loss in the periods during which services are rendered by
employees.

2 Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related serviceis provided.
A liability is recognized for the amount expected to be paid under short-term cash bonus or profit-sharing plans if the Group has a present legal or constructive obligation to
pay this amount as aresult of past service provided by the employee and the obligation can be estimated reliably.
The employee benefits are classified as short-term benefits or as other long-term benefits depending on when the Company expects the benefits to be wholly settled.

3) Share-based payment transactions
The fair value of share-based payment, measured on the grant date, granted to employees is recognized as a salary expense, with a corresponding increase in equity, over the
period that the employees become unconditionally entitled to the awards. The amount recognized as an expense in respect of share-based payment awards that are conditional
upon meeting service and non-market performance conditions, is adjusted to reflect the number of awards that are expected to vest.

Provisions

A provision is recognized if, as a result of a past event, the Group has a present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation.
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Note 3 - Significant Accounting Policies (cont’d)

J.

Revenue Recognition
General

The Group recognizes revenue in accordance with IAS 18 Revenue Recognition, including provisions related to recognition of revenue from multiple-component transactions.
Accordingly, the Group recognizes revenue from the sale of goods when:

e Thesignificant risks and rewards of ownership of the goods have been transferred to the customer;

e Itisprobable that the economic benefits associated with the transaction will flow to the Group;

e Thecostsincurred or to be incurred in respect of the transaction can be measured reliably;

e TheGroup retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold; and
e Theamount of revenue can be measured reliably.

The revenue from salesin the ordinary course of business is measured according to the fair value of the consideration received or receivable, which is based on the selling price of each
component, net of discounts.

In general, the Group's sales agreements include several components:
e systems;
o disposable components and accessories; and

e warranty and maintenance services related to the systems sold, which includes replacement parts, software updates, preventive maintenance and on-call support as detailed in the
agreement and spare parts.

These components are split into separate accounting units if and only if each component has separate value for the customer and there is reliable evidence of the fair value of the
components not yet supplied. Components not split into a separate accounting unit due to non-compliance with the above conditions, are grouped together in a single accounting unit.
The revenue from each such accounting unit is recognized upon fulfillment of the conditions for recognition of revenue from the components included therein, according to their type.
The allocation of consideration from arevenue arrangement to its separate units of account is based on the relative fair values of each unit. If the fair value of the delivered item is not
reliably measurable, then revenue is allocated based on the difference between the total arrangement consideration and the fair value of the undelivered item. Usually, fair value of the
warranty and maintenance services component is determined based on the renewal quote offered in the sales agreement.

Thetiming of revenue recognition from the various componentsis asfollows:
Sales of systems - The revenue from sales of systemsis recognized at the time of transfer of the significant risks and rewards of ownership asfollows:

e Sales to end customers — Upon the completion of installation of the system, training of at least one surgeon, which typically occurs prior to or concurrent with the system
installation, and customer acceptance, if required.

e Salesto distributors - Upon delivery to the distributor, provided that the significant risks and rewards of ownership of the system are transferred to the distributor upon delivery,
the distributor has no right of return, receipt of the consideration is probable and not dependent on the distributor’s ability to collect from the end customer, the commitment to
carry out installation and training for the end customer lies with the distributor and that the distributor has been authorized to perform the installation and training for the end
customers. If the above conditions are not met, the Group recognizes revenue at the time of fulfillment of the conditions for recognition of revenue from the end customer.

Disposable components sales—Revenue from the disposable components sales is recognized at the time of the transfer of the significant risks and rewards of ownership as follows:

e Insalesto end customers— Upon delivery.

e Insalesto distributors —Upon delivery to the distributor, provided that the significant risks and rewards of ownership of the components are transferred to the distributor upon
delivery, the distributor has no right of return and that the receipt of the consideration is probable and not dependent on the distributor’s ability to collect from the end customer.
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Note 3 - Significant Accounting Policies (cont’d)

J.

Revenue Recognition (cont’d)

Warranty and maintenance services— Revenue from warranty and maintenance services is recognized proportionately over the period of rendering of the service and subject to the
other conditions for revenue recognition specified above.

OCSgrants

Grants from the OCS in respect of research and development projects are accounted for as forgivable loans according to IAS 20 Accounting for Government Grants and Disclosure of
Government Assistance . Grants received from the OCS are recognized as a liability according to their fair value on the date of their receipt, unless on that date it is reasonably certain
that the amount received will not be refunded. The amount of the liability is reexamined each period, and any changes in the present value of the cash flows discounted at the original
interest rate of the grant are recognized in profit or loss. The difference between the actual grants received and the fair value of the liability on the date of receiving the grant is
recognized as a deduction of development expenses.

Financing income and expenses

Financing income comprises interest income on funds invested, changes in the fair value of financial assets at fair value through profit or loss and foreign currency gains/losses.
Interest income s recognized asit accrues using the effective interest method.

Financing expenses comprise changes in fair value of derivative instruments, interest expense on debentures, liability to the OCS as well as changes in the fair value of financial assets
at fair value through profit or loss and losses from foreign currency. Borrowing costs are recognized in profit or loss using the effective interest method.

Foreign currency gains and losses are reported on anet basis.
Income tax expense

Income tax comprises current and deferred tax. Current tax is the expected tax payable (or receivable) on the taxable income for the year, using tax rates enacted or substantively enacted
at the reporting date.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted or substantively enacted
by the reporting date.

A deferred tax asset is recognized for unused tax losses, tax benefits and deductible temporary differences, to the extent that it is probable that future taxable profits will be available
against which that can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be
realized.

A provision for uncertain tax positions, or reduction in deferred tax asset, is recognized when it is probable that the Group will have to use its economic resources to pay the obligation.

Deferred tax assets and liabilities are offset if there is alegally enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by the same tax
authority on the same taxable entity.

Lossper share

The Group presents basic and diluted |oss per share data for its ordinary shares. Basic loss per share is calculated by dividing the loss attributable to ordinary shareholders of the Group
by the weighted average number of ordinary shares outstanding during the year. Diluted loss per share is determined by adjusting the loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding, for the effects of al dilutive potential ordinary shares, which comprise convertible debentures, share options and share
options granted to employees.
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Note 4 - Cash and Cash Equivalents

December 31
2013 2012
USD thousands USD thousands
Current balances in banks 11,803 11,245
Deposits held at financial institutions, with original
maturity periods of up to three months 8,000 1,552
19,803 12,797
The deposits outstanding, as of December 31, 2013, are bearing annual interest of 0.1-0.14%.
The Group's exposure to credit and currency risks and a sensitivity analysis for financial assets are disclosed in Note 31 on financial instruments.
Note 5— Short-term Investments
Breakdown according to type of investment
December 31
2013 2012
USD thousands USD thousands
Short-term deposits
Deposits held at financial institutions, in USD 45,000
Investmentsin marketable securities
CPI-linked government debentures - 1,564
Government debentures - 2,013
CPI-linked corporate debentures - 507
Corporate debentures 14 72
14 4,156
The deposits outstanding, as of December 31, 2013, are bearing annual interest of 0.28%.
The Group's exposure to credit, interest rate and currency risks, and a sensitivity analysisfor financial assets are disclosed in Note 31 on financial instruments.
Note 6 - Trade Receivable
December 31
2013 2012
USD thousands USD thousands
Open accounts 1,976 1,149
Less— provision for doubtful debts (2) (2)
1,974 1,147

The Group’s exposure to credit and currency risk is disclosed in Note 31 on financial instruments.
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Note 7 — Other Accounts Receivable

December 31
2013 2012
USD thousands USD thousands
Institutions 121 203
Prepaid expenses 475 418
Advancesto suppliers 43 58
Other receivables* 16 1
655 680
* Includes derivative instrumentsin the amount of USD 14 thousands. See note 31E(2) regarding fair value measurement.
The Group's exposure to credit and currency risk is disclosed in Note 31 on financia instruments.
Note 8 - Inventory
December 31
2013 2012
USD thousands USD thousands
Raw materials and spare parts 1,022 424
Work in progress 60 139
Finished goods 1,398 694
2,480 1,257

Note 9 - Prepaid L ease Fees

Prepaid |lease fees are CPI-linked, non-interest bearing NIS denominated deposits granted in favor of leasing companies as security for the fulfillment of motor vehicle lease contracts (see also
Note 18B). The deposits constitute payment on account of the last three lease months of each of the |eased motor vehicles.
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Note 10 - Property and Equipment

Cost:
Balance as of January 1, 2013
Additions

Balance as of
December 31, 2013

Baance as of January 1, 2012
Additions
Effect of changesin exchange rates

Balance as of
December 31, 2012

Depreciation
Balance as of January 1, 2013
Depreciation for the year

Balance as of
December 31, 2013

Baance as of January 1, 2012
Depreciation for the year
Effect of changesin exchange rates

Balance as of
December 31, 2012

Carrying amount
Balance as of January 1, 2012

Balance as of December 31, 2012
Balance as of December 31, 2013

Office
Machinery furniture
and and L easehold
Vehicles equipment equipment improvements Computers Total
USD thousands
33 673 124 184 760 1,774
- 70 18 22 233 343
33 743 142 206 993 2,117
33 280 81 92 575 1,061
- 132 44 94 189 459
- 261 1) 2 (4) 254
33 673 124 184 760 1,774
1 398 33 92 474 1,008
5 87 8 27 190 317
16 485 41 119 664 1,325
6 76 26 60 370 538
5 60 8 34 124 231
- 262 (1) (2) (20) 239
1 398 33 92 474 1,008
27 204 55 32 205 523
22 275 91 92 286 766
17 258 101 87 329 792
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Note 11 - Intangible Assets

Intangible assets include capitalized development costs relating to one of the Company’s products in accordance with the requirements of 1AS 38 Intangible Assets, as described in Note 3E.
Capitalization of development costs started following receipt of clearance to market from the FDA, beginning from the third quarter of 2008 and until completion of the development of the
product in the third quarter of 2010.

Presented hereunder is the movement in the balance of intangible assets during the years 2012 and 2013:

Capitalized
development
costs
Cost
Balance as of January 1, 2012 1,206
Foreign currency translation differences 4
Balance as of December 31, 2012 1,247
Foreign currency translation differences -
Balance as of December 31, 2013 1,247
Amortization
Baance as of January 1, 2012 507
Amortization for the year 314
Foreign currency translation differences 39
Balance as of December 31, 2012 860
Amortization for the year 294
Balance as of December 31, 2013 1,154
Carrying amount
December 31, 2012 387
December 31, 2013 93
Note 12 — Trade Payables
December 31
2013 2012
USD thousands USD thousands
Open accounts 1,831 1,102
Checks and notes payable 68 216
1,899 1,318
The Group's exposure to currency and liquidity risks related to trade payablesis disclosed in Note 31.
Note 13 - Other Accounts Payable
December 31
2013 2012
USD thousands USD thousands
Accrued expenses 613 345
Institutions 90 121
Tax provision 60 -
Liabilitiesto the Chief Scientist (see Note 15) 309 531
Salary and related liabilities 2,450 1,116
Related parties* 33 17
Deferred income 1,010 576
4,565 2,706

* SeeNote 26 - related parties for additional information regarding transactions and balances with related parties.

The Group's exposure to currency and liquidity risksrelated to certain payablesis disclosed in Note 31 on financial instruments.
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Note 14 - Employee Benefits

Employee benefits mostly include post-employment benefits for employees who are in the scope of Section 14 of the Israeli Severance Pay Law — 1963, that are accounted for as defined
contribution plans. The Group also hasimmaterial defined benefit plans for which it deposits amounts in appropriate insurance policies.

Regarding short-term benefits see Note 13 - Other Accounts Payable.
Regarding share-based payments see Note 28 - Share-Based Payments.
Post-employment benefit plans— defined contribution plan

For the year ended December 31

2013 2012 2011
USD thousands USD thousands USD thousands

Amount recognized as expense in respect of
defined contribution plan 173 107 45

Note 15 - Liabilitiesto the OCS

The Group is obligated to pay royalties to the OCS in respect of sales of productsin which the OCS participated in their development by means of grants. The royalties are primarily calculated at
the rate of 3%-3.5% of the sales of such products, and amount to no more than the amount of the grant that was received plus interest at the LIBOR rate. The total amount of the grants received
until December 31, 2013 is USD 1,326 thousands. The Group estimates that it is probable that it will return the grants received, and therefore it recognized aliability in respect thereto. The Group
has been paying royalties since 2006. As of December 31, 2013, an amount of USD 1,253 thousands was paid. The outstanding obligation, including LIBOR interest totals to a sum of USD 321
thousands and is expected to settle during 2014.

December 31
2013 2012
USD thousands USD thousands
Balance as of January 1 832 945
Amounts received - -
Royalties paid during the year (629) (317)
Amounts recognized in the statement of income 106 178
Foreign currency translation differences - 26
309 832
Presentation in the statement of financial position:
Current ligbilities 309 531
Long-term liabilities - 301
309 832

The Group's exposure to currency and liquidity risksrelated liabilitiesto OCSis disclosed in Note 31.
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Note 16 - Derivativeinstruments

A.

General

As described in Note 27C(2), on August 8, 2012, the Company signed an investment agreement in which the Company issued to all the investors together an aggregate of 7,053,529
Ordinary Shares of the Company for an aggregate amount of $7.5 million and non-registered warrants to purchase up to 7,053,529 Ordinary Share of the Company for an amount equal to
the portion of the investment amount remitted by each investor, for no additional consideration.

The warrantsissued to the investors are to purchase a variable number of the Company's shares, thereby representing afinancial liability that is a derivative instrument.

On May 28, 2013, the Company provided the investors with a notice of mandatory exercise (“the notice date”), pursuant to which the investors shall, within 30 days, exercise such
warrants for total consideration of $7,500 thousands into a fixed number of 4,996,251 Ordinary Shares as determined at the notice date. Due to this change in the effective terms of the
derivative instrument, the Company chose as an accounting policy to reassess the terms of the derivative instrument as of the notice date. Accordingly, the Company determined the
derivative instrument to be an equity instrument, and as aresult, the derivative liability in the amount of $17,500 thousands was reclassified to equity, according to its fair value as of the
notice date.

The derivative instrument was measured at fair value (level 3) using standard valuation technique for this type of instrument (Monte Carlo model) until the notice date on the basis of
thefollowing inputs:

Notice December 31,
date 2012 Date of

Observable inputs:
Share price (NIS) 18.55 8.385 5.734
NIS/dollar Exchange rate 3.707 3.733 3.918
Unobservableinputs:
Expected volatility 44.26% 45.5%
Risk-freeinterest rate 171% 2.18%
Correlation between the share price and the change

in the exchange rate (13.99)% (14.71)%
Estimated life - if mandatory exercise will occur (years) 0.48 0.74
Estimated life - if mandatory exercise will not occur (years) 2.74 3
Probability that mandatory exercise will occur 90% 90%

Exercise price- for each warrant share that is the lower of: (8) NIS 6.00 (approximately 1.5 USD); and (b) the average price of the Company’s share on the Tel Aviv Stock Exchange, or
the TASE, in the 10 trading days\preceding exercise (according to the exchange rate on August 8, 2012)

Movement in the Derivative instruments

usD
thousands
Date of issuance: 1,175
Financial expenses 2,815
Asof December 31, 2012 3,990
Financial expenses 13510
Asof May 28, 2013 17,500
Classification of derivative liability to equity (17,500)

Asof December 31, 2013 -
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Note 17 - Taxeson Income

A.

Detailsregarding the tax environment of the Group

@

@

Amendmentsto the Income Tax Ordinance and the Land Appreciation Tax Law

@

(b)

Presented hereunder are the Israeli tax ratesin the years 2011-2013:

2011 —24%
2012 - 25%
2013 - 25%

On August 5, 2013, the Knesset passed the Law for Changes in National Priorities (Legislative Amendments for Achieving Budget Objectivesin the Y ears 2013 and 2014) —
2013, by which, inter alia, the corporate tax rate would be raised by 1.5% to arate of 26.5% as from 2014.

Benefitsunder thelsraeli Law for the Encour agement of Capital Investments— 1959 (her einafter - “theLaw”)

@

(b)

In April 2004, the Company was granted “ Approved Enterprise” status in accordance with the Law with respect to a plan to construct a plant in Caesarea, Israel for the
manufacture of systems for assisting and guiding complex surgical procedures. In February 2007, the aforementioned approved enterprise status was revoked at the request
of the Company, and in respect of an expansion of its plant in the Caesareaindustrial park it was granted “ Beneficiary Enterprise” status per the definition of thistermin the
Law. In accordance with this status, the Company will be entitled to the tax benefits provided by the Law with respect to income of the beneficiary enterprise from
productive activity. Income of the beneficiary enterprise from productive activity will be exempt from tax for two years from the year in which the Company first has taxable
income, and will be subject to tax of 10%-25% in the following 5 years, provided that 12 years have not passed from the beginning of the year of election. In the event of a
dividend distribution from income that is exempt from company tax, as aforementioned, the Company will be required to pay tax of 25% on that income. In 2013, the Company
notified the tax authorities that 2012 tax year is the year of election.

In addition, should The Company cease to be controlled and managed in Israel throughout the benefit period, or in the event of achange in the field of activity and/or
business model and/or a significant reduction in production levels or in product variety, the tax ruling will become void.

On December 29, 2010, the Knesset approved the Economic Policy Law for 2011-2012, which includes an amendment to the Law for the Encouragement of Capital
Investments — 1959 (hereinafter — “the Amendment to the Law”), effective from January 1, 2011. Companies can choose to not be included in the scope of the Amendment to
the Law and to stay in the scope of the Law before its amendment until the end of the benefits period. The 2012 tax year isthe last year companies can choose as the year of
election, provided that the minimum qualifying investment began in 2010. As mentioned above, the Company chose to stay in the scope of the previous Law and elected
2012 tax year asthe year of election.

The Amendment to the Law provides that the existing tax benefit tracks were eliminated and two new tax tracks were introduced in their place, a preferred enterprise and a
special preferred enterprise, which mainly provide a uniform and reduced tax rate for all of the company’s income entitled to benefits, such as: in the 2011-2012 tax years — a
tax rate of 15%, in the 2013-2014 tax years— atax rate of 12.5%, and as from the 2015 tax year —atax rate of 12%.

On August 5, 2013, the Knesset passed the Law for Changesin National Priorities (Legislative Amendments for Achieving Budget Objectivesin the Y ears 2013 and 2014) —
2013, which cancelled the planned tax reduction so that as from the 2014 tax year the tax rate on preferred income will be 16%.

The Company meets the conditions provided in the Amendment to the Law for inclusion in the scope of the tax benefits track, but currently chose to stay in the scope of the
Law before its amendment.
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Note 17 - Taxes on Income (cont’d)
A. Detailsregarding the tax environment of the Group (cont’d)
(3) Tax benefitsunder the Law for the Encouragement of Industry (Taxes), 1969
The Company is an ‘industrial company’ as defined by this law and as such is entitled to certain tax benefits, consisting mainly of accelerated depreciation as prescribed by
regulations published under the Inflationary Adjustments Law, recognition of share issuance costs as an expense over three years and amortization of patents and certain other
intangible property.
(4)  Taxation of thesubsidiary in the USA

The tax rates applicable to the subsidiary incorporated in the USA is federal tax rate of 34% plus state tax of 4.63% to 9.99%, depending on the state. Furthermore, certain states
in which the subsidiary operates have a minimum tax.

Israel and the USA have adouble tax avoidance treaty. According to the treaty, dividends and interest are subject to withholding tax of 12.5% and 17.5%, respectively.
B. Composition of income tax (benefit) expense

For theyear ended December 31
2013 2012 2011
USD thousands USD thousands USD thousands

Current tax expense
Current tax 66 16 19

Deferred tax income
Changesin deferred tax assets (liabilities) in subsidiary 101 7 (87)

C. Reconciliation between the theor etical tax on the pre-tax profit and the tax expense

For theyear ended December 31

2013 2012 2011
USD thousands USD thousands USD thousands
L oss before taxes on income (20,362) (7,041) (7,850)
Primary tax rate of the Company 25% 25% 24%
Tax calculated according to the Company’s
primary tex rate (5,090) (1,760) (1,884)
Additional tax (tax saving) in respect of:
Different tax rate of foreign subsidiaries 19 21 4
Non-deductible expenses 3,825 257 284
Utilization of tax losses for which deferred
taxes were not created in prior years - (66) 4)
Creation of deferred taxesin respect of tax losses
for which deferred taxes were not created
in prior years - (37) (87)
Tax losses and benefits for which deferred
tax assets were not created 1,404 1,606 1,601
Other differences 9 2 18
Income tax (benefit) expense 167 23 (68)
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Note 17 - Taxes on Income (cont’d)

D.

®

@

Deferred tax assetsand liabilities

The Company hasrecognized deferred tax assetsand liabilitiesin respect of thefollowing items:

December 31
2013 2012
USD thousands USD thousands
Marketable securities - (65)
Property and equipment 27) -
Tax losses and other temporary differences 6 145
(21) 80

Deferred taxes in respect of the losses of the U.S. subsidiary were recognized, following the profitability of the U.S. subsidiary in recent years and convincing evidence that the U.S.
subsidiary will experience sufficient taxable profit in the near future and following the evaluation of the losses that more likely than not will be allowable under applicable tax laws.

Unrecognized deferred tax assets

Deferred tax assets have not been recognized in respect of the following items:

December 31
2013 2012
USD thousands USD thousands
Deductible temporary differences, net 5,202 7,671
54,104 43,537

Tax losses

The deductible temporary differences and tax losses incurred by the Israeli company do not expire under current tax legislationin Israel.
In general, the losses of the subsidiary in the USA can be used for up to a period of 20 years according to the tax laws of its state of incorporation. The utilization of the subsidiary’s tax
losses has been limited to $207,100 per year, by an “ownership change” under Section 382 of the Internal Revenue Code (the “ Code”), which occurred during July 2009. An “ownership

change” generaly is a 50% increase in ownership over a three-year period by stockholders who directly or indirectly own at least 5 percent of the Company’s stock. The limitation
appliesto all tax losses existing at the time of the ownership change.

The amount of benefits the Company may receive from the operating loss carry forwards for income tax purposes is further dependent, in part, upon the tax laws in effect, the future
earnings of the Company, and other future events, such as additional changesin ownership the effects of which cannot be determined.

The Group did not recognize deferred tax assets in respect of these items since it is not probable that future taxable profit will be available against which the Group can use the benefits
therefrom, other than adeferred tax asset in respect of losses of the subsidiary that will probably be utilized.

Tax assessments

Tax years up to and including the year ended 2009 are considered final.
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Note 18 - Commitments

A.

The Company and the subsidiary have operating lease agreements with respect to the buildings they use. The agreements will end in December 31, 2014 and May 11, 2016, respectively.
The Company provided a promissory note in the amount of USD 15 thousand as security for the lease.

The rent payments for buildings in Israel are linked to the CPI and for those in the USA are stated at the US dollar. The minimum annual lease payments under the agreements are as
follows:

December 31,
2013
USD thousands
2014 278
2015 256
534

The lease payments amounted to USD 253 thousand in 2013 and USD 136 thousand in 2012.

The Company leases motor vehicles under operating |ease agreements for a period 36 months. With regards to these agreements, the Company has deposited amounts as security for
the future rent payments. As of the reporting date the balance of prepaid expenses on account of the lease of motor vehiclesis NIS 272 thousand (approximately USD 78 thousand) (see
Note 9). The deposits are linked to the CPI and do not bear interest. The minimum annual payments according to the agreements are as follows:

December 31,
2013
USD thousands
2014 217
2015 151
2016 42
410

Thelease motor vehicles payments amounted to NIS 904 thousand (approximately USD 260 thousand) in 2013 (2012: NIS 776 thousand (approximately USD 205 thousand)).

In February 2007, the Company signed a software development agreement with athird party (hereinafter: “the developer”). According to the agreement, the developer will provide to the
Company software research and development services that are essential to the development of one of the Company’s products. In consideration of the development services, the
Company will also pay royalties at the rate of 6% of the sales of the future product, which will be gradually reduced to 1% in the tenth year of selling the product. These payments will
commence only after the royalty commitment will exceed the agreed amount of NIS 650 thousand (approximately USD 187 thousand).

In January 2012, the Company entered into a distribution agreement with Mazor Robotics GmbH (hereinafter: “Mazor Germany”). According to the agreement, the Company will grant to
Mazor Germany exclusive distribution rights in Germany, Austria and Switzerland (“the territory”) with respect to various products of the Company, and limited service also in other
European countries according to the needs of the Company, and will also pay a monthly fee to support penetration cost to the territory. The monthly fee will be agreed by both parties
in advanced each calendar year. The monthly fee will be paid 3 months in advance each calendar month . The Company granted to Mazor Germany the right to use the name “Mazor”,
and thisright will expire on the last date of abinding agreement. The intellectual property will at al times continue to be the property of the Company. The agreement will continue until
terminated by other parties within 180 days written notice. During the 180 day advance notice the Company will continue to pay the monthly fee as agreed. An amount of 62 thousands
Euro was agreed as the monthly fee for the year 2013.
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Note 18 - Commitments (cont’d)

E. As of December 31, 2013, the Company has purchase obligations in the amount of USD 525 thousand which mainly represent outstanding purchase commitments for inventory
components ordered in the normal course of business.

F. CONTINGENT LIABILITY

On August 14, 2013, the Company received aletter from Neutar, L.L.C., or Neutar, advising that Neutar believes that the Company uses technology that is protected by United States
Patent No. 6,529,765 for “ Instrument and Actuated Guidance Fixture for Stereotactic Surgery” and United States Patent No. 6,298,262 for “ Instrument Guidance for Stereotactic Surgery”,
which are allegedly owned by Neutar, and that the Company's Spine Assist miniature robot infringes the above-referenced patents. On or about March 17, 2014, we learned that three
daysearlier, on March 14, 2014, Neutar sued both Mazor Robotics Ltd. and Mazor Robotics Inc. for patent infringement. The suit, which has not been served on us, claims that our
Renai ssance system product and associated clamp mount infringe three patents that Neutar claims it owns. The complaint seeks unspecified royalties and damages and injunctive relief.
After investigations and consultations, the Company believes that the asserted claims of the above mentioned patents are not infringed by the Company, and/or those claims are
invalid, and intend to vigorously defend against the suit. At this preliminary stage, however, it isimpossible for the Company to estimate the probability of an adverse outcome or the
effect of an adverse outcome on the Company’s business, if any.

Note 19 - Revenues

For theyear ended December 31

2013 2012 2011

USD thousands USD thousands USD thousands

Sales of systems 13,527 8,656 4,114
Sales of consumables 3,505 1,918 954
Services and other 2,951 1,601 836
19,983 12,175 5,004
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Note 20 - Segment Reporting

A.

Information about reportable segments

The Group has two reportable segments as specified in the table below.

Segment information is presented regarding the Group’s geographical segments on the basis of information that is regularly reviewed by the chief operating decision maker.

Segment profits and segment assets are not reviewed regularly by the chief operating decision maker, as most of the Company’s expenses and assets cannot be reasonably allocated

and therefore are not reviewed.

Information regarding the operations of reportable segments is presented in the table below:

Total revenues

Total revenues

Total revenues

Entity level disclosures

The Group’srevenues from major customers:

Segment

International

In the year ended December 31, 2013 there were no major customers.

Information on products and services

For theyear ended December 31, 2013

U.SA. International Total
USD in thousands
15,021 4,962 19,983

For theyear ended December 31, 2012
U.SA. International Total
USD in thousands
9,474 2,701 12,175

For theyear ended December 31, 2011

U.SA. Inter national Total
USD in thousands
3,067 2,837 5,004
2012 2011

Customer USD thousands Customer USD thousands

Customer A 1,303 Customer A 945
Customer F 629 Customer B 892
Customer G 674 Customer C 488
Customer H 639 Customer D 561
Customer | 679 Customer E 542

The Group's revenues from external partiesin respect of each category of similar products and services are presented in Note 19.
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Note 21 - Cost of Sales

Materials and subcontractors
Salaries, wages and related expenses
Depreciation and amortization*
Other manufacturing expenses

* Including amortization of intangible assets.

Note 22 - Resear ch and Development Expenses, Net

Raw materials and subcontractors
Salaries, wages and related expenses
Depreciation

Patent registration expenses

Other research and development expenses

Total research and development expenses
Less— participation of the European Union in expenses*

* Grants received from European Union do not carry a commitment to refund or royalties.

Note 23 - Selling and M arketing Expenses

Salaries, wages and related expenses
Marketing fees to representatives overseas
Advertising, demonstrations and exhibitions
Foreign travel

Consultation

Depreciation

Excise tax

Overhead

Other selling and marketing expenses

For the year ended December 31

2013 2012 2011
USD thousands USD thousands USD thousands
2,664 1,602 971
838 654 355
316 332 334
462 305 219
4,280 2,893 1,879
For the year ended December 31
2013 2012 2011
USD thousands USD thousands USD thousands
1,549 953 1,370
2,052 1412 1,278
97 69 43
110 125 143
366 201 242
4,174 2,760 3,076
- - (14)
4,174 2,760 3,062
For theyear ended December 31
2013 2012 2011
USD thousands USD thousands USD thousands
9,176 5,063 3,397
973 585 880
1,790 1,006 815
1,828 1,133 766
138 227 580
146 91 41
241 - -
572 269 145
828 513 366
15,692 8,887 6,990
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Note 24 - General and Administrative Expenses

Salaries, wages and related expenses
Professional services

Depreciation

Other general and administrative expenses

Note 25 - Financing Income and Expenses

Interest income and net changein fair value of
financial assets held-for-trading and bank deposits

Net income from change in exchange rates

Other financing income

Financing income recognized in profit or loss

Net expenses from change in exchange rates

Financing expenses on liabilitiesto the OCS

Effective interest on convertible debentures

Changein fair value of derivative liability on account
of warrants

Other financing expenses

Financing expenses recognized in profit or loss

Net financing expenses recognized in profit or loss

For the year ended December 31

2013 2012 2011
USD thousands USD thousands USD thousands
1,781 1,042 976
651 580 423
52 52 33
282 171 207
2,766 1,845 1,639
For theyear ended December 31
2013 2012 2011
USD thousands USD thousands USD thousands
45 554 611
109 371 153
60 - -
214 925 764
(106) (178) (147)
- (681) (697)
(13,510) (2,815) -
(31) (82) (104)
(13,647) (3,756) (948)
(13,433) (2,831) (184)
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Note 26 - Related Parties

A.

K ey management personnel compensation (including directors)

In addition to their salaries, the Group also provides non-cash benefits to directors and executive officers (such as a car, medical insurance, etc.), and contributes to post-employment

planson their behalf. Executive officers al so participate in the Company’s share option program (see Note 28 regarding share-based payments).

Compensation to key management personnel (including director) that are employed by the Group:

For theyear ended December 31

2013 2012 2011
Number usb Number of usD Number usb
of people thousands people thousands of people thousands
Short-term employee
benefits 7 2,398 6 1,945 5 1,182
Share-based payments 7 342 6 311 5 305
2,740 2,256 1,487
Compensation to directors:
For theyear ended December 31
2013 2012 2011
Number usD Number of usb Number usD
of people Thousands people thousands of people thousands
Total compensation
to directors employed
by the Company* 1 141 1 116 1 121
Compensation to
independent directors** 3 106 3 67 3 55
* Including share-based paymentsin the amount of NIS 68 thousand (approximately USD 19 thousand) in 2013.
xx Including share-based payments in the amount of NIS 127 thousand and NIS 13 thousand (approximately USD 36 thousand and USD 3 thousand) in 2013 and 2012,
respectively.

Engagements between the Company and related parties

(1) On March 31, 2013, the Company's shareholders approved an amendment to the employment terms with the CEO, based on the compensation committee and the Board of
Directors recommendation, in connection with the relocation of CEO back to Israel, as follows: (1) the CEO saary, effective January 1, 2013, has been updated to NIS 65,000
($18,100) per month, (2) atarget bonus for 2013 that will be equivalent to seven months' base salary, out of which up to six base salary will be paid in cash and one month base
salary will be paid in optionsin avalue based on Black and Scholes model. The CEO is entitled to an allocation to a manager's insurance policy equivalent to 13.33% of his gross
monthly salary and 7.5% of his gross monthly salary for a study fund. 5% of his gross monthly salary is deducted for the manager's insurance policy and 2.5% is deducted for the
study fund. The CEO is also entitled to reimbursement for vehicle maintenance costs and reasonable expenses. Upon termination of the CEO’s employment (other than in the
event of breach of trust), the CEO will be entitled a readjustment payment equal to four months' base salary from the date that he is no longer employed.

(20  On December 4, 2012, the Company’s general meeting of shareholders approved additional share based compensation to one of the external directors - see Note 28(C).

(3)  OnNovember 26, 2013, the Company’s general meeting of shareholders approved additional share based compensation to one of the directors- see Note 28(C).
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Note 27 - Capital and Reserves

A. Share capital

December 31
Ordinary shares
2013 2012
Thousands of shares of
NIS0.01 par value
29,235 22,178

Issued and paid-in share capital as of January 1

Sharesissued for cash 5,520 7,053
Exercise of share options by employees 235 -
Exercise of share options by investors 5,830 4
Issued and paid-in share capital as of December 31 40,820 29,235
Authorized share capital 75,000 75,000
The holders of ordinary shares are entitled to receive dividends, if declared, and are entitled to one vote per share at general meetings of the Company.
B. Share Options held by investors
December 31
Number of options
2013 2012
Thousands of options of
NIS0.01 par value
Number of outstanding options as of January 1 8,022 1,734
Issued during the period* - 7,053
Exercised during the period (5,830) -
Changes in terms (See C(2) hereunder) (2,058)
Expired during the period - (765)
134 8,022

Number of outstanding options as of December 31

* See C(3) hereunder.
For additional information regarding options to employees see Note 28D.

C. | ssuances of shar e capital

(1) Privateplacement - 2011

In accordance with a decision of the Company’s Board of Directors from February 21, 2011 and investment agreements that were signed on February 23, 2011, the Company
decided to alot to certain investors 2,421,053 ordinary shares of the Company with a par value of NIS 0.01 and 968,421 non-marketable options that will not be listed for trading and
are exercisable into 968,421 ordinary shares of the Company for atotal consideration of USD 6,386 thousand as detailed hereunder:

(1)  The Company allotted to The Phoenix Insurance Company Ltd., for itself and for other companies of the Phoenix Group (together Phoenix), on the basis of an internal
distribution agreed to by the parties, 2,000,000 ordinary shares of the Company with a par value of NIS 0.01, and 800,000 non-marketable options that will not be listed for
trading and are exercisable into 800,000 ordinary shares of the Company with a par value of NIS 0.01 over a period of five years from the date of their allotment at an exercise
price of NIS 14 (approximately USD 3.88) per option.

(20 The Company alotted to Leader |ssuances (1993) Ltd. 421,053 ordinary shares of the Company with apar value of NIS 0.01, and 168,421 non-marketabl e options that will not
be listed for trading and are exercisable into 168,421 ordinary shares of the Company with a par value of NIS 0.01 over a period of five years from the date of closing at an
exercise price of NIS 14 (approximately USD 3.88) per each option.
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C.

| ssuances of share capital (cont'd)

®

@
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Private placement - 2011 (cont’d)

According to the binomial model, on the grant date the fair value of each one of the optionsis USD 1.02 and the fair value of all the options allotted to the offerees is USD 995
thousand.

The Company split the overall consideration from the issuance pro rata to the fair value of the equity instruments that were issued so that an amount of USD 825 thousand was
recognized as proceeds from options and an amount of USD 5,561 thousand was included in share capital and premium.

On April 3,2013, the Company issued an aggregate of 34,000 Ordinary Shares for total aggregate consideration of NIS 476 thousand (approximately $115 thousand).

On July 2, 2013, the Company issued an aggregate of 800,000 Ordinary Sharesfor total aggregate consideration of NIS 11,200 thousand (approximately $3,086 thousand).

Private placement - 2012

On August 8, 2012, the Company signed an investment agreement in which the Company issued an aggregate of 7,053,529 Ordinary Shares of the Company ("'Issued Shares”) for
an aggregate amount of $7,500 thousand ($7,298 thousand, net of issuance expenses in the amount of $202 thousand) and non-registered warrants to purchase up to 7,053,529
Ordinary Shares of the Company for an amount equal to the portion of the investment amount remitted by each investor, for no additional consideration.

On May 28, 2013, the Company provided the investors with a notice of mandatory exercise (“the notice date”), pursuant to which the investors shall, within 30 days, exercise such
warrants for total consideration of $7,500 thousands ($6,966 thousand, net of issuance expenses in the amount of $534 thousand) into a fixed number of 4,996,251 Ordinary Shares
as determined at the notice date. Due to this change in the effective terms of the derivative instrument, the Company chose as an accounting policy to reassess the terms of the
derivative instrument as of the notice date, as described in Note 16A.

On November 4, 2013, the Company completed the public offering of 2,760,000, American Depositary Shares ("ADSs"), including ADSs issued pursuant to the underwriters
option to purchase additional shares, at a price of USD 17.00 per ADS, bringing total gross proceeds from the offering to USD 46,920 thousands before deducting underwriting
discounts and commissions and other offering expenses payable by the Company. Each ADS represents two of the Company's ordinary shares, par value NI1S 0.01.

The total issuance expenses amounted to approximately USD 4,300 thousands, of which USD 3,284 thousands were underwriting fees.
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Note 28 - Shar e-Based Payments

A. Grant of share optionsto employees and director s of the Company
The Company regularly compensates its ordinary employees, directors and members of the advisory committee by means of options to purchase ordinary shares of the Company. As of
December 31, 2013, the Company has outstanding options to purchase 3,715,613 ordinary shares of the Company with apar value of NIS0.01. All of the grants are equity grants.
As of that date, optionsto purchase 2,318,958 ordinary shares are exercisable.
B. As of December 31, 2013, the Company has 2 stock option plans for employees, directors, consultants and other service providers of the Company and the subsidiary (2003 Plan and
2011 Plan). No further grants may be made under 2003 Plan.
On May 30, 2011 the Company’'s Board of Directors approved the 2011 Plan to the Company's employees, directors, consultants and other service providers of the Company and the
subsidiary. The Company will be able to grant up to 3,262,529 options at any time throughout a period of 10 years from the date of approval of the 2011 Plan according to the terms of the
plan.
Asof December 31, 2013, there are 811,457 additional options available for grant under the 2011 Plan.
C. The fair value of share options granted to employees and service providers is measured using the binomial model. Measurement inputs include the share price on the measurement date,
the exercise price of the instrument, expected volatility (based on the historical volatility), an early exercise multiple, and the risk-free interest rate (based on government debentures).
Service and non-market performance conditions attached to the transactions are not taken into account in determining fair value.
The table below summarizes the grant terms and the parameters that were used to determine the fair value of the benefit for grants which are not fully vested as of the balance sheet
date:
Shareprice
Contractual that served as Total
Vesting lifeof the Interest Expected Average abasisfor fair value of
Grant date Number of period options rate volatility exercise pricing the the benefit on
DD/MM/YEAR Offerees instruments* (Years) (Years) price* option* the grant date
ushD
% % UsD USD thousands
15/02/2010 Officers 120,000 24 10 272 62-65 234 2.38 154
22/03/2010 Employees 39,000 2-4 10 2-7.2 60-63 2.86 3.13 49
17/05/2010 Consultants 26,200 2-4 10 2-7.2 60-64 3.06 2.8 52
25/11/2010 Consultants 361,000 2-4 10 2.2-64 44-64 2.92 2.68 520
20/12/2010 Officers 200,000 2-4 7 2.3-6 47.63 254 2.54 261
23/03/2011 Employees 35,000 2-4 7 32-6.3 46.63 254 2.54 51
23/03/2011 CEO 12,480 2-4 7 32-6.3 46.63 254 2.54 16
20/06/2011 Employees 57,500 2-4 7 32-6.3 46.63 254 2.54 83
01/07/2012 Employees 480,000 1-3 7 1.8-5.8 47.23 1.39 1.04 223
05/08/2012 Officers 320,000 1-3 7 1858 4733 1.16 113 173
04/12/2012 CEO 150,000 13 7 18-5.8 47.33 115 219 200
04/12/2012 Director 40,000 13 7 18-5.8 47.33 115 219 53
11/12/2012 Employees 255,000 13 7 1.8-5.8 47.27 224 2.33 263
11/12/2012 Officers 20,000 1-3 7 1.8-58 47.27 224 2.33 23
13/05/2013 Employees 177,000 13 7 1555 47.91 4.87 4.87 378
13/05/2013 Consultant 10,000 1-3 7 1555 47.91 4.87 4.87 26
28/05/2013 CEO 11,577 1-2 7 1.3-5.7 47.80 4.63 4.95 28
01/08/2013 Employees 184,750 1-3 7 11-6.1 47.99 6.91 6.69 575
02/09/2013 Officer 30,000 13 7 13-6.1 48.00 7.43 743 108
14/11/2013 Employees 50,000 13 7 0.9-5.8 48.58 9.60 9.49 211
26/11/2013 Director 80,000 13 7 0.9-5.8 48.60 9.16 8.47 317

*

The exercis price and share price are denominated in NIS .

Expected volatility is estimated by considering historic share price volatility of the Company. The risk-free interest rate was determined on the basis of non-interest bearing shekel-
denominated Government debentures with aremaining life equal to the expected term of the options.
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Mazor Robotics Ltd.

Note 28 - Shar e-Based Payments (cont’d)

D.

Thenumber and weighted aver age exer cise prices of share optionsare asfollows:

Weighted Weighted
average Weighted average
exercise Number of average Number of exercise Number of
price* options exer cise price* options price* options
2013 2013 2012 2012 2011 2011
USdollars USdoallars USdollars
Balance at January 1 2.06 3,627,808 2.35 2,399,958 2.03 2,153,226
Forfeited during the year 2.06 (220,957) 194 (38,300) 254 (84,448)
Exercised during the year 204 ( (234,565 0.91 (3,850) 0.76 (8,800)
Granted during the year 6.67 543,327 1.40 1,270,000 2.54 339,980
Outstanding at
December 31 2.77 3,715,613 2.06 3,627,808 2.35 2,399,958
Exercisable at
December 31 2.24 2,318,958 237 1,826,848 2.32 1,321,609

* The exercise priceis denominated in NIS.

With respect to options granted to related parties, see Note 26 on related and interested parties.

Note 29 - Loss Per Share

A.

Basicloss per share

The calculation of basic loss per share for the years ended December 31, 2013, 2012 and 2011 was based on the loss attributable to ordinary shareholders divided by aweighted average

number of ordinary shares outstanding calculated as follows:

Lossattributableto ordinary shareholders

Lossfor the year

Weighted aver age number of ordinary shares

Balance as of January 1

Effect of sharesissued during the year

Weighted average number of ordinary shares
used to calculate basic loss per share

Diluted loss per share

For the year ended December 31

2013 2012 2011
Continuing Continuing Continuing
oper ations oper ations oper ations

USD thousands USD thousands USD thousands

20,529 7,064 7,782

For theyear ended December 31

2013 2012 2011
Continuing Continuing Continuing
Operations oper ations oper ations
Thousands thousands thousands

29,235 22,178 19,733

6,546 1,833 2,082

35,781 24,011 21,815

The Company did not present information on the diluted |oss per share because of the anti-dilutive effect of convertible securities, options and share based compensation.
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Note 30 - Financial Risk Management

A.

Overview

The Group has exposure to the following risks from its use of financial instruments:
. Credit risk

. Liquidity risk

. Market risk (including currency, interest and other market price risks)

Risk management framework

This note presents information about the Group’s exposure to each of the above risks, and the Group’s objectives, policies and processes for measuring and managing risk. Further
quantitative disclosures are included throughout these consolidated financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk management framework.

The Group's risk management policies are established to identify and analyze the risks faced by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in market conditions and the Group's activities. The Group, through its training and
management standards and procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles and obligations.

The Board of Directors oversees how management monitors compliance with the Group’s risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Board of Directors is assisted in its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc
reviews of risk management controls and procedures, the results of which are reported to the Audit Committee.

Credit risk

Credit risk istherisk of financial loss to the Group if a customer or counterparty to afinancial instrument fails to meet its contractual obligations, and arises principally from the Group’s
trade and other receivables, aswell as from investment in marketable securities.

Trade and other receivables

The Group's exposure to credit risk isinfluenced mainly by the individual characteristics of each customer. The demographics of the Group’s customer base, including the default risk of
theindustry and country in which customers operate have only asmall effect on the credit risk.

The Group establishes a provision for doubtful debts that represents its estimate of incurred losses in respect of trade and other receivables. The main components of this provision are
specific loss components that relate to individually significant exposures.

Investments
The Group limitsits exposure to credit risk by investing only in bank deposits and debentures and only with counterparties that have a credit rating of at least A+ according to the rating

accepted in Israel. Given these high credit ratings, management does not expect any counterparty to fail to meet its obligations.

F-39




Mazor Robotics Ltd.

Notesto the Consolidated Financial Statementsasat December 31, 2013

Note 30 - Financial Risk Management (cont’d)

D.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations when due. The Company’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses.

The biotechnology industry in which the Company operates is characterized by high competition and high business risks as a result of frequent technological changes. Penetration of
the market requires investing substantial financial resources and continuous development. The Company’s future success depends on a number of matters including the quality of the
product, its price, receipt of regulatory approvals and the creation of a relative advantage over competitors, as well as obtaining the financial resources required for marketing the
products and launching them in the market.

Market risks

Market risk isthe risk that changesin market prices, such as foreign exchange rates, the CPI, interest rates and equity prices will affect the Group’s income or the value of its holdings of
financial instruments. The objective of market risk management isto manage and control market risk exposures within acceptable parameters, while optimizing the return.

Currency risk

The Group is exposed to currency risk arising primarily from exposure to NIS given that the significant portion of the expenses in respect of consultants, contractors and Israel salary
expenses denominated in NIS. In respect of other monetary assets and liabilities denominated in currency other than the company’s functional currency, the Group

ensures that its net exposure is kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary to address short-term imbalances.

We are engaging in derivative instruments transactions, such as options and forward contracts, for the purposes of hedging the Company's NIS payments to local suppliersand for
salariesin Israel. The Company's hedging transactions are aimed to decrease a certain portion of the financial exposure risk of fluctuations in the exchange rates of the Company's
operating currency, which isthe U.S. dollar against the NIS.

Interest rate risk

The Group is exposed to changes in interest rates, primarily possible changes in the risk-free market interest rate which may have an effect on the fair value of the Group’sinvestment in
securities.
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Note 31 - Financial Instruments

A.

®

(2

Credit risk

Exposureto credit risk

The maximum exposure to credit risk for cash and cash equivalents, deposits, short-term investments and trade receivables at the reporting date by type of counterparty was:

CPI-linked government debentures

Government debentures

CPI-linked corporate debentures
USD-linked corporate debentures

Corporate debentures

Depositsin USD - held at banks

Trade receivables
Cash and cash equivalents

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

Israel

United States
Southeast Asia
Rest of theworld

Aging of debtsand impair ment losses

The aging of trade receivables at the reporting date was:

Not past due

Past due 0-30 days

Past due 31-60 days

Past due 61-120 days

Past due more than 121 days

The movement in the provision for impairment in respect of trade receivables and other receivables was as follows:

Balance as of January 1
Impairment loss recognized
Balance as of December 31

December 31
2013 2012
Carrying Carrying
amount Amount
USD thousands
- 1,564
- 2,013
- 507
14 72
45,000 -
1,974 1,147
19,803 12,797
66,791 18,100
December 31
2013 2012
USD thousands
180 60
1,548 800
214 232
32 55
1,974 1,147
December 31
2013 2012
Gross Impairment Gross I mpairment
USD thousands USD thousands
1,689 - 1,041 -
144 - 106
133 - - -
8 - - -
2 2 2 @
1,976 (2) 1,149 2
December 31
2013 2012 2011
USD thousands
e @ @]
(2 @) @)
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Note 31 - Financial | nstruments (cont’d)

B.

Liquidity risk

The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of netting agreements:

December 31, 2013

Carrying Contractual Upto6 6-12 1-2
amount cash flow months months years
USD thousands
Non-derivative financial
Liabilities
Trade payables 1,899 1,899 1,899 -
Other accounts payable 3,064 3,064 3,064 - -
Liability to OCS 309 321 321 -
Total 5,272 5,284 5,284 -
December 31, 2012
Carrying Contractual Upto6 6-12 1-2
amount cash flow months months years
USD thousands
Non-derivative financial
Liabilities
Trade payables 1,318 1,318 1,318 -
Other accounts payable 1,599 1,599 1,599 - -
Liability to OCS 832 940 238 333 369
Total 3,749 3,857 3,155 333 369
Linkage and foreign currency risks
The exposureto linkage and foreign currency risk
The Group's exposure to linkage and foreign currency risk was as follows based on notional amounts:
December 31, 2013
Israeli currency Foreign currency Non-
Unlinked CPI Linked CPI USdoallar Euro monetary Total
USD thousands
CURRENT ASSETS
Cash and cash equivalents 1,202 17,110 1,491 - 19,803
Short-term investments 14 - 45,000 - - 45,014
Trade receivables 180 - 1,794 - - 1,974
Other accounts receivable 121 - 15 50 469 655
Inventory - - - 2,480 2,480
Total current assets 1,517 - 63,919 1,541 2,949 69,926
Prepaid |ease fees - 78 - - 78
Property and equipment, net - - - 792 792
Intangibl e assets, net - - - - 93 93
Total assets 1,517 78 63,919 1,541 3,834 70,889
CURRENT LIABILITIES
Trade payables 289 - 1,128 482 - 1,899
Other accounts payable 1,445 - 2,735 235 150 4,565
Total current liabilities 1,734 - 3,863 717 150 6,464
Employee benefits - - - 311 311
Tax liability - - - - 21 21
Total liabilities 1,734 - 3,863 717 482 6,796
Total balance, net (217) 78 60,056 824 3,352 64,093
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Note 31 - Financial | nstruments (cont’d)

C. Linkage and foreign currency risks (cont’d)
December 31, 2012
Israeli currency Foreign currency Non-
Unlinked CPI Linked CPI USdoallar Euro monetary Total
USD thousands

CURRENT ASSETS
Cash and cash equivalents 338 - 11,980 479 - 12,797
Short-term investments 2,085 2,071 - - - 4,156
Trade receivables 49 - 1,088 10 - 1,147
Other accounts receivable 203 - - - 477 680
Inventory - - - - 1,257 1,257
Total current assets 2,675 2,071 13,068 489 1,734 20,037
Prepaid |ease fees - 64 - - - 64
Deferred tax assets, net - - - - 80 80
Property and equipment, net - - - - 766 766
Intangibl e assets, net - - - - 387 387
Total assets 2,675 2,135 13,068 489 2,967 21,334
CURRENT LIABILITIES
Trade payables 792 - 455 71 - 1,318
Other accounts payable 756 - 1,374 - 576 2,706
Total current liabilities 1,548 - 1,829 71 576 4,024
Employee benefits - - - - 199 199
Derivative liabilities on account

of warrants 3,990 - - - 3,990
Liabilitiesto the OCS - - 301 - - 301
Total liabilities 5,538 = 2,130 71 775 8,514
Total balance, net (2,863) 2,135 10,938 418 2,192 12,820
Information regarding the CPI and significant exchange rates:

For theyear ended For theyear ended
2013 2012 2011 2013 2012 2011
% of change Spot price at thereporting date

1INIS 7.5 23 (7.2) 0.2881 0.2679 0.2617
1euro 45 2 (32 1.3777 1.3183 1.2923
CPl in points* 18 16 21 114.18 112.14 110.3

* According to an average basis of 2008 =100.
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Note 31 - Financial | nstruments (cont’d)

C. Linkage and foreign currency risks (cont’d)

The Group's exposure to linkage and foreign currency risk in respect of derivativesisasfollows:

Instruments not used
for hedging:
Buy put options
Sell call options

D. Interest raterisk

(0] Profile

Fixed rateinstruments
USD deposits

December 31, 2013

CPI-linked government debentures

Government debentures

CPI-linked corporate debentures
Unlinked corporate debentures

Variablerateinstruments
Liability to the OCS

Currency/ Currency/
linkage linkage Amount Amount Date of
receivable payable receivable payable expiration Fair value
USD thousands
NIS uUsh 4,305 1,231 Jan-March 2014 18
NIS usb 4,305 1,201 Jan-March 2014 (4)
14
At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was as follows:
December 31
2013 2012
Carrying Carrying
amount amount
USD thousands USD thousands
45,000 -
- 1,564
- 2,013
- 507
14 72
45,014 4,156
(309) (832
(309) (832)

E. Fair value

Fair value hierarchy

1 As of December 31, 2013, the marketable securities in the amount of USD 14 thousand held for trading are presented at fair value through profit or loss. The fair value is
determined on the basis of quoted prices (unadjusted) in active markets for identical instruments (level 1).

2. As of December 31, 2013, derivative financial instrument in the amount of $14 thousand are presented at fair value and changes recognized in the comprehensive income
statement. The fair value was valued utilizing market observable inputs (level 2). The fair value of these derivative financial instruments is measured based on observable market
data, such as spot rate, yield curves and exchange rate volatility, as of the fair value calculation date.
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Note 32 — Subsequent Events
Through April 3, 2014, the Company issued an aggregate of 1,023,932 Ordinary Shares in connection with the exercise of options granted to employees and consultants under the 2003 Plan and

2011 Plan for atotal consideration of NIS 8,329 thousand (approximately $2,085 thousand).

F-45




ITEM 19.

Exhibit

11*

2.1*

2.2*
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4.4*

4.5*
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4.7
4.8*
4.9*"
4.10%
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4.12*

4.13*

4.14*

4.15*

EXHIBITS.
Description
Articles of Association of Mazor Robotics Ltd. (unofficial English translation from Hebrew).

Form of Deposit Agreement between Mazor Robotics Ltd., The Bank of New Y ork Mellon as Depositary, and owners and holders from time to time of ADSsissued thereunder,
including the Form of American Depositary Shares.

Form of Ordinary Shares Purchase Warrant issued to the Oracle Investorsin August 2012.

Registration Rights Agreement dated September 27, 2012, among Mazor Robotics Ltd. and the Oracle Investors.
Mazor Robotics Ltd. 2003 Stock Option Plan.

Mazor Robotics Ltd. 2011 Share Option Plan.

Summary of Lease Agreement dated April 30, 2003, between Mazor Robotics Ltd. and Hayel Investments and Properties Ltd., as amended on March 27, 2007, September 16, 2009, and
July 7, 2011.

Share Purchase Agreement dated August 8, 2012, among Mazor Robotics Ltd. and the Oracle Investors.

Form of Allocation Agreement used in February 2011 private placement with the Phoenix Insurance Company and Leader Underwriters (1993) Ltd. (unofficial English translation from
Hebrew).

Employment Agreement dated December 26, 2007, between Mazor Robotics Ltd. and Jonathan Adereth (unofficial English translation from Hebrew).

Personal Employment Agreement dated April 9, 2013, between Mazor Robotics Ltd. and Ori Hadomi.

Employment Agreement dated December 12, 2007, between Mazor Robotics Ltd. and Sharon Levita (unofficial English translation from Hebrew).

Sub-Contracting and Supply Agreement dated September 28, 2005, between Mazor Robotics Ltd. and MPS Micro Precision Systems AG.

Extension letter dated January 18, 2013, to the Sub-Contracting and Supply Agreement dated September 28, 2005, between Mazor Robotics Ltd. and MPS Micro Precision Systems AG.
Manufacturing Agreement dated May 15, 2005, between Mazor Robotics Ltd. and Tamuz F.T.K Solutions Ltd. (formerly Yizrael Tamuz Ltd).

Extension letter dated January 10, 2013, to the Manufacturing Agreement dated May 15, 2005, between Mazor Robotics Ltd. and Tamuz F.T.K Solutions Ltd. (formerly Yizrael Tamuz
Ltd.)

Form of Directors and Officers Indemnification Agreement.

Employment Agreement dated November 28, 2000, between Mazor Robotics Ltd. and Eliyahu Zehavi, including an amendment thereto dated January 2003 (unofficial English translation
from Hebrew original).

Employment Agreement dated July 22, 2003, between Mazor Robotics Ltd. and Avi Posen (unofficial English translation from Hebrew original).
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4.16* Commercial Lease Agreement dated March 7, 2013, between Mazor Robotics Inc. and ACM DT Properties, LLC.

8.1* List of Subsidiaries.

12.(a).1 Certification of the Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as amended.

12.(a).2 Certification of the Chief Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as amended.

13.(a).1 Certifications of the Chief Executive Officer and Chief Financial Officer required by Rule 13a-14(b) and Section 1350 of Chapter 63 of Title 18 of the U.S. Code.
15.1 Consent of Somekh Chaikin, Certified Public Accountants (Israel), amember of KPMG International independent registered public accounting firm.

152 Consent of Financial Immunities Dealing Room Ltd.

*  Previoudly filed with the Company’ s registration statement on Form 20-F, filed with the SEC on May 10, 2013.

A Portions of this exhibit have been omitted pursuant to agrant of confidential treatment.

138




SIGNATURES

Theregistrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and authorized the undersigned to sign this annual report filed on
its behalf.

MAZOR ROBOTICSLTD.

By: /</ Ori Hadomi

Ori Hadomi
Chief Executive Officer

Date: April 3, 2014
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EXHIBIT 12.(a).(1)
CERTIFICATION
1, Ori Hadomi, certify that:
1 I have reviewed this Annual Report on Form 20-F of Mazor Robotics Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects the financial condition, results of operations
and cash flows of the company as of, and for, the periods presented in this report;

4. The company's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15
(e)) or the company and have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

(b) [paragraph omitted in accordance with Exchange Act Rule 13a-14(a)];

(o) Evaluated the effectiveness of the company's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any change in the company'sinternal control over financial reporting that occurred during the period covered by the annual report that has materially
affected, or isreasonably likely to materially affect, the company'sinternal control over financial reporting; and

5. The company's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the company's auditors and the audit
committee of the company’s board of directors:

@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
company's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the company'sinternal control over financial reporting.
Date: April 3, 2014 [s/ Ori Hadomi

Ori Hadomi
Chief Executive Officer




EXHIBIT 12.(a).(2)

CERTIFICATION
1, Sharon Levita, certify that:

1 I have reviewed this Annual Report on Form 20-F of Mazor Robotics Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations
and cash flows of the company as of, and for, the periods presented in this report;

4. The company's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(€) and 15d-15
(e)) for the company and have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information
relating to the company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being
prepared;

(b) [paragraph omitted in accordance with Exchange Act Rule 13a-14(a)];

(o) Evaluated the effectiveness of the company's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any change in the company'sinternal control over financial reporting that occurred during the period covered by the annual report that has materially
affected, or isreasonably likely to materially affect, the company'sinternal control over financial reporting; and

5. The company's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the company's auditors and the audit
committee of the company’s board of directors:

@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
company's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the company'sinternal control over financial reporting.
Date: April 3, 2014 /sl Sharon Levita

Sharon Levita
Chief Financial Officer




CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

EXHIBIT 13.(a).(1)

In connection with the Annual Report of Mazor Robotics Ltd. (the "Company") on Form 20-F for the period ended December 31, 2013, as filed with the Securities and Exchange Commission on

the date hereof (the "Report"), the undersigned hereby certify that to our knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: April 3, 2014

Date: April 3, 2014

18/ Ori Hadomi
Name: Ori Hadomi
Title: Chief Executive Officer

[s/ Sharon Levita
Name: Sharon Levita
Title: Chief Financia Officer




Exhibit 15.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
Mazor Robotics Ltd.:

We consent to the incorporation by referencein the registration statement (No. 333-190372) on Form S-8 of Mazor Robotics Ltd. of our report dated April 3, 2014, with respect to the
consolidated statements of financial position of Mazor Robotics Ltd. as of December 31, 2013 and 2012, and the related consolidated statements of comprehensive income, changesin equity and
cash flows for each of the yearsin the three-year period ended December 31, 2013, which report appears in the December 31, 2013 annual report on Form 20-F of Mazor Robotics Ltd.

/s Somekh Chaikin
Certified Public Accountants (Israel)
Member firm of KPMG International

Haifa, Israel
April 3, 2014




Exhibit 15.2
CONSENT

The Board of Directors
Mazor Robotics Ltd.:

We hereby consent to the references to our firm as an independent val uation specialist, and to the assistance we provided with respect to the valuation of warrantsissued to investors on

September 27, 2012, included under the heading “Warrants” of “Item 5. Operating and Financial Review and Prospects— A. Operating Results” of this Annual Report on Form 20-F of Mazor
Robotics Ltd.

/s/ Financial Immunities Dealing Room L td.
Financial Immunities Dealing Room Ltd.

Ness Ziona, Israel
April 3, 2014
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