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ISRAELI NOTIFICATION

OF MERGER

FRANCISCO PARTNERS MANAGEMENT LP-VERIFONE SYSTEMS,
INC. ‘

MERGER NOTIFICATION FORM ON BEHALF OF FRANCISCO
PARTNERS MANAGEMENT LP

L/26294/0/5955622/1



Terms appearing in this form shall bear the definitions contained in the Restrictive Trade Practices Law, 5748-1988
{hereinafter “the Law™ or the “Restrictive Trade Practices Law”) and in the Restrictive Trade Practices Regulations
{General Instructions and Definitions), 5761-2001" (hereinafter — the “Regulations™), unless defined otherwise.

= Definitions of terms in this forn:
o “Person filing the Notice of Merger” — including person related to him.

o “Person related to person filing the Notice of Merger” — Person who controls the person filing the notice of
merger, entity controlled by the person filing the Notice of Merger and every cntity controlled by any of them.

o “Control” — as defined in section 1 of the Law.
o “Firm” - including person related to the firm.

o “A merger with horizontal aspeets” — a merger of firms that manufacture, market, distribute or supply substituis
goods as defined in the Regulations (hereinafier also — horizontal merger)

o “A merger with vertical aspeets” — a merger of firms that operate on different levels of the chain of the
manufacture, marketing and sale of goods (hereinafier also — vertical merger)

o “Conglomerate merger” — a merger that does not have a horizontal or vertical aspect.

*  Section headings in this form are for convenience only and shall not be used in the interpretation of this form.

INSTRUCTIONS FOR COMPLETION
WHAT IS REQUIRED TO COMPLETE THE FORM?

This notice of merger form contains different requests for information depending on the type of merger for which the notice
is being filed:

*  Ifthe merger transaction has horizontal aspects, complete Parts A through G, I, K through M.

= If the merger transaction has vertical aspects, complete Parts A through F, H and I, K through M.
= [fthe merger is conglomerative, complete Parts A through D, T through M.

w  [fthe merger has Ihorizontal and vertical aspects, complete parts relevant to both types of mergers.

One may refer to a prior notice if it was filed during the last twelve months and if the particulars provided in that notice are
correct as of the time of the filing of this notice. Make the reference by completing the annexed declaration appearing on
page 10.

If the merger transaction includes a restrictive arrangement that requires an exemption — complete Part N instead of filing a
separate request for an exemption.

If the information required does mot fit the space provided in the form, attach response pages that refer clearly to the
corresponding parts and sections.

A company that conducts business both in Israel and abroad is referred to section 18 of the Law.

! Regulations, 5761, p. 658.
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erg

E The acquiring party in the merger.
|:| The acquired party in the merger,

Filing Person Telephone Number

Additional Telephone Number

Francisco Partners  +1 (415) 4182900
Management LP -
Street/P.0. Box House Number City Zip Code
One Letterman - San Francisco 94129
Drive Building C —
Suite 410
Street/P.0. Box House Number City Zip Code
Ahad Haam 31 Tel-Aviv 6520204
Name Position Telephone Number
Hagai Doron Partner, 03 5670614
S. Horowitz & Co.
Noa Efroni Associate, 03 7457430
S. Horowitz & Co.

Fax number Email address

03 5660974 hagaid@s-horowitz.co.il

noa.efroni@s-horowitz. co.il

VeriFone Systems, Inc. ("VeriFone" or the "Target").
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1
Mark all of the reasons by virtue of which the transaction is a “merger of companies™ pursuant to
section 1 of the Law. '

|:| The principle assets of the company are being acquired in the transaction

[X] The acquiring company is acquiring shares worth more than one-quarter of the capital value of
the issuer in the transaction '

More than one-quarter of the voting power in the acquired company is being acquired in the
fransaction

X

The right to appoint more than one-quarter of the board of directors in the acquired company is
being acquired in the transaction

X

The right to participate in more than one-quarter of the acquired company’s profits is being
acquired in the transaction

L X

Due to another transaction, the extent of holdings will paés the level established in the Law

Another reason, specify:

Mark all the reasons set out in section 17(a) of the Law giving rise to the obligation to file a notice of
'} merger.

|:| After the merger, the share of the merging companies, including related persons, will exceed
one-half of: '

El The manufacture of an asset or setvice
|:| The sale of an asset or service
D The purchase of an asset or service

|:’ The marketing of an asset or service

Said asset/service is:

] The combined sales twnover of the merging companies, during the fiscal year preceding the
merger, exceeds the amount specified in or pursuant to section 17(a)}{2) of the Restrictive
Trade Practices Law (that amount is currently 150 million NIS and the sales turnover of at
least two of the merging companies is no less than 10 million NIS)

|:| One of the merging companies {or a person controlling or controlled by it) is a monopolist as
defined in the Restriciive Trade Practices Law

The name of the monopolist is:

1/40434/0/2509158/1



Summarize the nature of the business process involved in the merger transaction

Provide a general picture of the transaction and its goals (for example, entering into a new area of
operation by acquiring a majority/minority holding in an existing company, acquiving operations that
will complement existing operations, expanding operations in a particular market, etc.). Also note the
means of the acquisition (cash, exchange of shaves, combination).

On April 9, 2018, the proposed transaction was agreed by way of the Agreement and
Plan of Merger (the "Agreement"), pursuant to which funds managed by Francisco
Partners Management LP (“Framcisco Partners”) will acquire sole control of
VeriFone (each of Francisco Partners and  VeriFone a “Party” (together the
“Parties”)) (the “Proposed Transaction™).

The Proposed Transaction shall be implemented by way of a reverse triangular
merger under which a merger subsidiary wholly-owned and controlled by Vertex
Holdco LLC (“Vertex™), an entity controlled by Francisco Partners, will merge with
and into VeriFone. VeriFone will be the surviving entity of that merger and thereby
become a wholly-owned indirect subsidiary company of Vertex.

A consortium of co-investors will acquire minority shareholdings in Vertex Holdco
LLC. However, Francisco Partners will obtain the rights to appoint the majority of
seats on the Board and Executive Committee of the Target, and none of the co-
investors will have any form of control or veto right over decisions concerning the
Target. As a result of the Proposed Transaction, Francisco Partners will therefore
acquire sole control of VeriFone.

.\ The rationale of the Proposed Transaction

i Francisco Partners is a US private equity firm exclusively focused on investments in
software and technology-enabled business. Within this scope and as a financial
buyer, Francisco Partners considers that VeriFone represents an attractive investment
opportunity that will benefit from the support of commiited and experienced
investors.

L/40434/0/2509158/1




Describe briefly the lines of business that are the subject of the merger transaction.

3 You should provide a summary description of the areas of activify that are being acquired/sold in the
| framework of the merger. For example: manyfacture and sales of CDs, book publishing, movie
production. ‘

VeriFone is active in the design, manufacture, marketing and supply of point of sale
payment solutions ("POS") (i.e. POS terminals)” and related services, including the
provision .of electronic cash registers ("ECR"). VeriFone's core business activity
concerns the manufacture of POS terminals and the provision of related field services
such as installation, repair and wartanty of such devices; VeriFone also offers certain
7| ancillary software solutions such as estate management, security and payment
. gateways. Qutside of Israel, VeriFone offers merchant acquiring services in a limited
number of countries (specifically in Germany and Finland).

| The activity that is the subject of the merger transaction

3 D Ts conducted in specific geographical areas. The areas are:

4 Nationwide, in fact - worldwide.

* Point of sales (or POS) terminal, in relation to card-present transactions, a supplier provides the hardware device which physically captures
the customer's card details.
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What is the share of the person filing the Notice of Merger in the overall sales, in quantity and
financial terms, in each of the activities that is the subject of the merger transaction.

For example: The shares of the person filing the Notice of Merger and related persons in
activities that were listed above are: CDs — 20% (financial), 25% (quantity); book publishing
— 18% (financial), 15% (quantity); movie production — 80% (financial), 60% (quantity).

Note also the basis for the quantitative estimates (mavket swrvey, Central Bureau of Statistics
data, estimation).

Francisco Partners does not control any portfolio companies that are active in the
supply of POS terminals and related services. There is therefore no overlap between
any portfolio company controlled by Francisco Partners and VeriFone’s core activity
in relation to the provision of POS terminals and related services.

Two portfolio companies controlled by Francisco Partners (NMI and 2Checkout),
have de minimis activities in the payment systems space in Israel, and specifically in
relation to card-not-present payment gateways. Card-not-present payment gateways
can be used for the transmission of an authorization request for transactions online or
over the phone (i.e. transactions which do not involve a POS terminal).

VeriFone is active in card-present payment gateways (i.e. gateways that can be used
for transactions that involve a POS terminal) and card-nof-present payment gateways
but only to a very limited extent in Israel. Moreover, in the instances where VeriFone
provides a payment gateways, it does not do so on a standalone basis (i.e. separately
from its POS terminal offering), meaning that VeriFone docs not compete on the
open market for payment gateways. In any case, even if the Parties were considered
to compete for payment gateways, the aggregated share of NMI and 2Checkout for
payment gateways in Israel would be negligible and below 1% in 2017.2

In addition, as discussed further below, the Partics note that the payment gateways
offered by NMI and 2Checkout (i.e. card-not-present payment gateways) are not used
as a component in the payment acceptance chain for transactions that involve a POS
terminal, and so are not vertically or otherwise related to the provision of POS
terminals.

¥ Source: Market sizes based on data from the Israeli Central Bank, Parties shares based on their own data.
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List the names of the principal competitors of the person filing the Notice of Merger in each of the
| activities of the merging company that are the subject of the merger transaction.

2Checkout's and NMI's competitors in card not present payment gateways in Israel
are as follows:

s Tranzila;
e Allcharge;
=Safecharge;

»ImGlobal Payment;
+Paymentwall;
+Yaad Payments; and

+7.00Z.
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33) Restrictive 1. Describe in short the restrictive arrangements for which an exemption from obtaining approval
arrangements of a restrictive arrangement is sought.
for which an . X . )
exemption is (a) [f there are any parties to the restrictive arrangement who are not parties to the merger
sought transaction, provide their names, mailing addresses, websites, details of their contact
persons and relevant telephone nurbers:
(b) The restraints in the arrangement:
{c) The goods/services to which the arrangement relates:
(d) The term of the arrangement (including options to extend the term of the arrangement).
2. Describe the nature of the arrangements and the need for them:
3. If the restrictive arrangement was created in writing, attach all documents establishing

the arrangement.
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Declaration of the person filing the Notice of Merger and obligation to provide correct,
* complete and current information:

1 the undersigned, who serves in the position of SEJE. BELOW in the person filing the Notice of |

: Merger, hereby declare as follows:

1. Ihave been authorized to submit all required information to the Antitrust Anthority in the
framework of a Notice of Merger.

" 2. No limitation has been imposed on me in providing complete and accurate information as

“required in the Torm of Notice of Merger. ]

E 3. All of the informafion contained in the Notice of Merger is correct, complete and current,
including the contents of Part N, above.

4,  The documents annexed fo the Nofice of Merger are correct and complete and do not lack any
material information or exbibit {(including transmittal letters and any written or oral
understandings),

5. Iknow that the General Director will use the information contained in the Notice and in its
: exhibits in deciding whether to approve the merger that is the subject of the Notice and 1 know
and understand my obligation to provide correct, complete and current information to the

Anfitrust Authority.
Name of the Francisco Partners
Date; a, 2018
/—"—?ﬁ % company Management LP
" Name and Dipanjan Deb, : W
. Title of . . Company
* Authorised Chief Executive Signature Y4

Signatory Officer




ISRAELI NOTIFICATION

OF MERGER

FRANCISCO PARTNERS MANAGEMENT LP-VERIFONE SYSTEMS,
INC.

- MERGER NOTIFICATION FORM ON BEHALF OF VERIFONE
SYSTEMS, INC.
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Terms appearing in this form shall bear the definitions contained in the Restrictive Trade Practices Law, 5748-1988
(hereinafier “the Law” or the “Restrictive Trade Practices Law™) and in the Restrictive Trade Practices Regulations
(General Instructions and Definitions), 5761-2001" (hereinafter — the “Regulations™), unless defined otherwise.

*  Definitions of terms in this form:
o  “Perseon filing the Notice of Merger” — including person related to him.

o “Person related to person filing the Notice of Merger” — Person who controls the person filing the notice of
merger, entity controlled by the person filing the Notice of Merger and every entity controlled by any of them.

o “Control” — as defined in section 1 of the Law.
o “Firm” - including person related to the firm.

o “A merger with horizontal aspects” — a merger of firms that manufacture, market, distribute or supply substitute
goods as defined in the Regulations (hereinafter also — horizontal merger)

o “A merger with vertical aspects” — a merger of firms that operate on different levels of the chain of the
manufacture, marketing and sale of goods (hereinafter also — vertical merger)

o “Conglemerate merger” — a merger that does not have a horizontal or vertical aspect.

»  Section headings in this form are for convenience only and shall not be used in the interpretation of this form.

INSTRUCTIONS FOR COMPLETION
WHAT IS REQUIRED TO COMPLETE THE FORM?

This notice of merger form contains different requests for information depending on the type of merger for which the notice
is being filed:

*  [fthe merger transaction has horizontal aspects, complete Parts A through G, I, K through M,

*  If the merger transaction has vertical aspects, complete Parts A through F, H and [, X through M.
= If the merger is conglomerative, complete Parts A through D, J through M.

*  [f the merger has horizontal and vertical aspects, complete parts relevant to both types of mergers.

One may refer to a prior notice if it was filed during the last twelve months and if the particulars provided in that notice are
correct as of the time of the filing of this notice. Make the reference by completing the annexed declaration appearing on
page 10.

If the merger transaction includes a restrictive arrangement that requires an exemption — complete Part N instead of filing a
separate request for an exemption.

If the information required does not fit the space provided in the form, attach response pages that refer clearly to the
corresponding parts and sections.

A company that conducts business both in Israel and abroad is referred to section 18 of the Law.

' Regulations, 5761, p. 658.
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: I:l The acquiring party in the mergef.

The acquired party in the merger.

Filing Person

VeriFone Systems,

Telephone Number Additional Telephone Number

+1 408 2327873

Inc. -
Street/P.0. Box House Number City Zip Code
West Plumeria 88 San Jose 95134
Drive
Street/P,0, Box House Number ' City Zip Code
Ahad Haam 31 Tel-Aviv 6520204
Name Position Telephone Number
Hagai Doron Partner, 03 5670614
S. Horowitz & Co.
Noa Efroni Associate, 03 7457430
' S. Horowitz & Co.

Fax number

03 5660974

Email address

hagaid@s-horowitz. co.il

noa.efrbni@s-horowitz.co.il

Francisco Partners LP Management ("Francisco Partners").
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section

Mark all of the reasons by virtue of which the transaction is a “merger of companies™ pursuant to

1 of the Law.

The principle assets of the company are being acquired in the transaction

The acquiring company is acquiring shares worth more than one-quarter of the eapital value of
the issuer in the transaction

More than one-quarter of the voting power in the acquired company is being acquired in the
transaction

The right to appoint more than cne-quarter of the board of directors in the acquired company is
being acquired in the transaction

The right to participate in more than one-quarter of the acquired company’s profits is being
acquired in the transaction

Due to another transaction, the extent of holdings will pass the level established in the Law

Another reason, specify:

merger.

[l

Mark all the reasons set out in section 17(a) of the Law giving rise to the obligation to file a notice of

After the merger, the share of the merging companies, including related persons, will exceed
one-half of}

|:| The manufacture of an asset or service
|:| The sale of an asset or service

D The purchase of an asset or service
|:| The marketiné of an asset or service
Said asset/service is:

The combined sales turnover of the merging companies, during the fiscal year preceding the
merger, exceeds the amount specified in or pursuant to section 17(a)(2) of the Restrictive
Trade Practices Law {that amount is currently 150 million NIS and the sales turnover of at
least two of the merging companies is no less than 10 million NIS)

One of the merging companies (or a person controlling or controlled by it) is a monopolist as
defined in the Restrictive Trade Practices Law

The name of the monopolist is:
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Summarize the nature of the business process involved in the merger transaction

Provide a general picture of the transaction and its goals (for example, entering into a new area of
operation by acquiring @ majority/minority holding in an existing company, acquiring operations that
will complement existing operations, expanding operations in a particular markel, etc.). Also note the
means of the acquisition {cash, exchange of shares, combination).

On April 9, 2018, the proposed transaction was agreed by way of the Agreement and
Plan of Merger (the "Agreement"), pursuant to which funds managed by Francisco
Partners will acquire sole control of VeriFone Systems, Inc. (“VeriFone” or the
“Target”) (each of Francisco Partners and VeriFone a “Party” (together the
“Parties”)) (the “Proposed Transaction™).

The Proposed Transaction shall be implemented by way of a reverse triangular
merger under which a merger subsidiary wholly-owned and controlled by Vertex
Holdco LLC (“Vertex”), an entity controlled by Francisco Partners, will merge with
and into VeriFone. VeriFone will be the surviving entity of that merger and thereby
- become a wholly-owned indirect subsidiary company of Vertex.

. A consortium of co-investors will acquire minority shareholdings in Vertex Holdco
LLC. However, Francisco Partners will obtain the rights to appoint the majority of
seats on the Board and Executive Commiitee of the Target, and none of the co-
investors will have any form of control or veto right over decisions concerning the
Target. As a result of the Proposed Transaction, Francisco Partners will therefore

| acquire sole control of VeriFone.

Deseribe briefly the lines of business that are the subject of the merger transaction.

You should provide a summary description of the areas of activity that are being acquired/sold in the

framework of the merger. For example: manufacture and sales of CDs, book publishing, movie
prodiction. .

VeriFone is active in the design, manufacture, marketing and supply of point of sale
payment solutions ("POS") (i.e. POS terminals)? and related services including the
provision of electronic cash register ("ECR"). VeriFone’s core business activity
concerns the manufacture of POS terminals and the provision of related field services
such as installation, repair and warranty of such devices. VeriFone also offers certain
ancillary software solutions such as estate management, security and payment
gateways. Outside of Israel, VeriFone offers merchant acquiring services in a limited
number of countries (specifically in Germany and Finland).

For further information, please see www.verifone.com.

The activity that is the subject of the merger transaction
[:l Is condueted in specific geographical areas. The areas are:

[X]  Nationwide, in fact - worldwide.

? Point of sales (or POS) terminal, in relation to card-present transactions, & supplier provides the hardware device which physically captures
the customer's card details.
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What is the share of the person filing the Notice of Merger in the overall sales, in quantity and
financial terms, in each of the activities that is the subject of the merger transaction. :

For example: The shares of the person filing the Notice of Merger and related persons in
activities that were listed above are: CDs — 20% (financial), 25% (quantity); book publishing
— 18% (financial), 15% (quantity}; movie production — 80% (financial), 60% (quantity}.

Note also the basis for the quantitative estimates (market survey, Ceniral Bureau of Statistics
data, estimation),

Francisco Partners does not control any portfolio companies that are active in the
supply of POS terminals and related services, There is therefore no overlap between
any portfolio company controlled by Francisco Partners and VeriFone’s core activity
in relation to the provision of POS terminals and related services. VeriFone’s market
shares for the provision of POS termmals and ECRs in Israel are 44% and 36%
respectively.’

Two portfolio companies controlled by Francisco Partners (NMI and 2Checkout),
have de minimis activities in the payment systems space in Israel, and specifically in
relation to card-not-present payment gateways. Card-not-present payment gateways
can be used for the transmission of an authorization request for transactions online or
over the phone (i.e. transactions which do not involve a POS terminal).

VeriFone is active in card-present payment gateways (i.e. gateways that can be used
for transactions that invelve a POS terminal) and card-not-present payment gateways
but only to a very limited extent in Isracl. Moreover, in the instances where VeriFone
provides a payment gateways, it does not do so on a standalone basis (i.e. separately
from its POS terminal offering), meaning that VeriFone does not compete on the
open market for payment gateways. In any case, even if the Parties were considered
to compete for payment gateways, the share of VeriFone for payment gateways in
. Israel would be minimal, below 1% in 2017.

In addition, as discussed further below, the Parties note that the payment gateways
offered by NMI and 2Checkout (i.e. card-not-present payment gateways) are not used
as a component in the payment acceptance chain for transactions that involve a POS
terminal, and so are not vertically or otherwise related to the provision of POS
terminals. '

¥ Source: Market sizes based on data from the Isracli National Switch (ABS), Parties shares based on their own data. [Market share for
ECRs was consolidated market share for sales of ECR SWs and ECR SMBs Market share for POS terminals was based on the
consolidated market share for sales of Terminals and mPOS.
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List the names of the principal competitors of the person filing the Netice of Merger in each of the
activities of the merging company that are the subject of the merger transaction.

POS:

+ Caspit Payment Technologies LTD;

o [Pay.

ECR:

oNCR;

sEDEA (with FRS they recently acquired);
s Aviv Kupot;

s Aviv Yesumim;
+COMAX;
sMicros;

«Bicom;

« Caspit;

+One (via Nibit's acquisition);

o Presto; '

oIPay; and

« At least 10 other smaller players.
Card-present payment gateways:
eSafecharge;

eCredorax;

eIsracard;

«[eumi Card; and

=Cal.

.+ Card not-present payment gateways:

»Tranzila;

e Allcharge;
«Safecharge;
«ImGlobal Payment;
« Paymentwall;

s Yaad Payments; and

» 700Z.
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33) Restrictive
arrangements
for which an
exemption is
sought

Describe in short the restrictive arrangements for which an exemption from obtaining approval
of a resirictive arrangement is sought.

{(a) If there are any parties to the tesirictive arrangement who are not parties to the merger
transaction, provide their names, mailing addresses, websites, details of their contact
persons and relevant telephone numbers:

{b) The restraints in the arrangement:

(¢} The goods/services to which the arrangement relates:

{d) The term of the arrangement (including options to extend the term of the arrangement):

Describe the nature of the arrangements and the need for them:

. If the restrictive arrangement was created in writing, attach all documents establishing

the arrangement,
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Declaration of the person filing the Notice of Merger and abligation to provide correct,
compiete and current information:

[ the undersigned, who serves in the position of SEE BELOW in the person filing the Notice of
Merger, hereby declare as follows: ’

I, Ihave been authorized to siibmit all required informition te the Antitfust Authority in the
framework of & Notice of Merger. )

2. No Hmitation has beep imposed on me'in providing complete and accurate information as
required in the form of Notice of Merger.

3. All of the information contained in the Notice of Merger is comect, complete and current,
including the contents of Part N, abave, ¢

4, The documents annexed to the Notice of Merger are correct and complete and do not lack any
material information or exhibit (including transmittal letters and any writien or oral
understandings). |

5. Lknow thai the Gengral Director will use the information contained in the Notice and in its :
exhibils in deciding whether to approve the merger that is the subject of the Naotice and 1 know |
and understand my:pbligation to provide correct, complete and current information 1o the
Antitrust Authority:

Date: /'{0(

Name and
Title of
Authorised
Signratory

gtems, Inc,

9, 2018 Nameofthe  yre g

company
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