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The offering of the securities described herein has not been registered with the United States Securities and
Exchange Commission and will not take place in the United States, and the securities will not be offered to U.S.
persons (as defined in Regulation S under the Securities Act (as defined below)).

3.1 General

Unless otherwise mentioned or unless the context requires otherwise, all references in this shelf prospectus
to:

The “Company,” “us,” “we,” “our” and the “Formula Group” are to Formula Systems (1985) Ltd., an Israeli
company, and its consolidated subsidiaries and affiliates, and references to “Formula” refer to Formula Systems
(1985) Ltd. alone. Our operations are currently conducted through our subsidiaries — Matrix IT Ltd., or Matrix,
Sapiens International Corporation N.V., or Sapiens, InSync Staffing Solutions, Inc., or InSync, and our affiliated
company Magic Software Enterprises Ltd., or Magic Software. Magic Software had been our subsidiary through
March 5, 2014, when we lost control of it. Sapiens has been our subsidiary for all periods reflected herein except from
August 21, 2011 to January 27, 2012 and from November 19, 2013 to December 23, 2014, during which it was our
affiliated company and not a subsidiary, as we did not hold a majority interest in it.

“Our shares,” “ordinary shares” and similar expressions refer to Formula’s ordinary shares, par value 1.0
New lIsraeli Shekels per share, and “American Depositary Shares” or “ADSs” refer to Formula’s American Depositary
Shares, each representing one ordinary share.

“Dollars”, “US dollars” or “$ are to United States Dollars.

“Shekels” or “NIS” are to New Israeli Shekels.

The “Companies Law” are’ to the Israeli Companies Law, 5759-1999, as amended.

The “Securities Act” are to the United States Securities Act of 1933, as amended.

The “Exchange Act” are to the United States Securities Exchange Act of 1934, as amended.
“NASDAQ” are to the NASDAQ Stock Market.

“TASE” are to the Tel Aviv Stock Exchange.

The “SEC” are to the United States Securities and Exchange Commission.

“The 2014 Form 20-F” are to our Annual Report on Form 20-F for the year ended December 31, 2014, which
we filed with the SEC on April 30, 2015.

This shelf prospectus contains translations of NIS amounts into US dollars at specified rates solely for the
convenience of the reader. No representation is made that the amounts referred to as convenience translations could
have been or could be converted from NIS into US dollars at these rates, at any particular rate or at all. Unless
otherwise indicated, US dollar translations of NIS amounts presented in this prospectus are translated using the rate of
NIS 3.89 to US$1.00, the exchange rate reported by the Bank of Israel on December 31, 2014.

Statements made in this prospectus concerning the contents of any contract, agreement or other document are
summaries of such contracts, agreements or documents and are not complete descriptions of all of their terms. If we
filed any of these documents as an exhibit to an annual report or to any previous filling with the SEC, you may read
the document itself for a complete recitation of its terms. All trademarks appearing in this prospectus and in
documents incorporated by reference herein are the property of their respective holders.

! Note: "are' is correct here, not "is", as this is a continuation of the sentence " all references in this shelf prospectus..."

(since it is "references"”, which is plural, it should be "are", not "is", even where there is only one term in the
continuation of the sentence (such as the "Companies Law")).
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3.2  Forward-Looking Statements

This prospectus, the documents incorporated in it by reference and accompanying supplemental prospectus
shelf offering reports may contain or incorporate statements that are “forward-looking statements” within the meaning
of Section 27A of the Securities Act and Section 21E of the Exchange Act. These statements can be identified by the
use of forward-looking language such as “anticipate,” “believe,” “estimate, ”
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expect,” “intend,” “will,” “plan,”
“project,” “seek,” “could,” “should” or other similar words. Our actual results, performance or achievements could be
significantly different from the results expressed in or implied by these forward-looking statements. These statements
are subject to certain risks and uncertainties, including but not limited to certain risks referenced in “3.4 Risk Factors”
below and in “Item 3.D. Risk Factors” and “Item 11. Quantitative and Qualitative Disclosures about Market Risk” of
the 2014 Form 20-F, in any of the documents that we incorporate herein by reference and in any applicable
supplemental prospectus shelf offering reports. When considering these forward-looking statements, you should keep
in mind these risks, uncertainties and other cautionary statements made in this prospectus and any applicable
supplemental prospectus shelf offering reports. You should not place undue reliance on any forward-looking
statement, which speaks only as of the date made. We undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise. You should refer to
the “Risk Factors” section of this prospectus or our periodic and current reports filed with the SEC for specific risks
which could cause actual results to be significantly different from those expressed or implied by these forward-looking
statements.

3.3  Summary Information Regarding the Company

You should read the following summary together with the more detailed information regarding us and the
securities being offered hereby, including the risks discussed under the heading “3.5 Risk Factors,” contained in this
shelf prospectus. You should also read carefully the consolidated financial statements and notes thereto and other
information about us (including information contained in our 2014 Form 20-F) that is incorporated by reference in this
shelf prospectus.

Our Company

We are a global IT solutions and services holdings company that is principally engaged through our directly
held subsidiaries and affiliates in providing proprietary and non-proprietary software solutions and services, software
product marketing and support, computer infrastructure and integration solutions and learning and integration. We
deliver our solutions in over 50 countries worldwide to customers with complex IT services needs, including a number
of “Fortune 1000” companies.

We operate through our subsidiaries: Matrix, Sapiens and InSync and through our affiliated company Magic
Software. Until March 4, 2014, Magic Software was our subsidiary. As of March 5, 2014, as a result of the dilution
caused by the public offering of Magic Software’s shares, we lost the controlling interest and Magic Software became
an affiliated company of ours. The following is a description of the areas of our business activity:

IT Services

We design and implement IT solutions and software systems which improve the productivity of our
customers’ IT assets. In delivering our IT services, we at times use proprietary software developed by members of the
Formula Group. We provide our IT services across the full system development life cycle, including definition of
business requirements, developing customized software, implementing software and modifying it based on the
customer's needs, system analysis, technical specifications, coding, testing, training, implementation and maintenance.
We perform our projects on-site or at our own facilities.

Proprietary Software Solutions

We design, develop and market proprietary software solutions for sale in selected niche markets worldwide.
We regularly seek opportunities to invest in or acquire companies with attractive proprietary software solutions under
development which we believe to have market potential. The majority of our investments and acquisitions in this area
have been in companies with products beyond the prototype stage. In addition, from time to time, we selectively invest
in companies with proven technology where we believe we can leverage our experience to enhance product
positioning and increase market penetration. We provide our management and technical expertise, marketing
experience and financial resources to help bring these products to market. We also assist the members of our group to
form teaming agreements with strategic partners to develop a presence in international markets.

The Formula Group
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Formula is the parent company of subsidiaries and affiliates, which, as noted above, we refer to collectively
(together with Formula) as the Formula Group. As of May 31, 2015, we held 100% of the voting rights of InSync,
50.0% of the controlling interests in Matrix, 50.0% controlling interests in Sapiens and a 45.6% interest in Magic
Software. As of December 31, 2014, we had the right to appoint a majority of the boards of directors of Insync, Matrix
and Sapiens through our equity holdings. We provide our subsidiaries and our affiliated company with our
management, technical expertise and marketing experience to help them penetrate their respective markets.

We direct the overall strategy of our subsidiaries and affiliated company. While our subsidiaries and affiliated
company each have independent management, we monitor the growth of our subsidiaries and affiliated company
through our active involvement in the following matters:

strategic planning;

marketing policies;

senior management recruitment;

investment and budget policy;

financing policies; and

overall ongoing monitoring of our subsidiaries’ and affiliated company’s performance.

We promote the synergy and cooperation among our subsidiaries and affiliated company by encouraging the
following:

transfer of technology and expertise;

leveling of human resources demand,;

combining skills for specific projects;

formation of critical mass for large projects; and

marketing and selling the Formula Group’s products and services to its collective customer base.

Through our subsidiaries and affiliated company, we offer a wide range of integrated IT solutions and
services, including the implementation of integration projects of computing and software, outsourcing, project
management software, software development, software testing and QA, and software services, depending on specific
needs of the customer and depending on the subject expertise necessary professional all case by case basis, and design,
develop and market proprietary software solutions for sale in selected niche markets, both in Israel and worldwide.

Our principal executive offices are located at 5 Haplada Street, Or Yehuda 6021805, Israel, and our telephone
number at those offices is +972-3-5389487. Our authorized representative in the United States and agent for service of
process in the United States, Corporation Service Company, is located at 2711 Centerville Road, Suite 400,
Wilmington, DE 19808. In 1991, we completed the initial public offering of our ordinary shares on the TASE. In
October 1997, we completed the listing of our ADSs on the NASDAQ Global Market. Since January 3, 2011 our
ADSs have been listed on the NASDAQ Global Select Market. Our website address is www.formulasystems.com. The
information on our website, however, is not, and should not be deemed to be, a part of this prospectus.

3.4 Risk Factors

Investing in our ordinary shares or other securities involves risks. Before making an investment decision, you
should carefully consider the risks described under “Risk Factors” in the applicable supplemental prospectus shelf
offering reports and in the 2014 Form 20-F, and in our updates, if any, to those risk factors in our reports of foreign
private issuer on Form 6-K, together with all of the other information appearing in this prospectus or incorporated by
reference into this shelf prospectus and any applicable supplemental prospectus shelf offering report, in light of your
particular investment objectives and financial circumstances. In addition to those risk factors, there may be additional
risks and uncertainties of which management is not aware or focused on or that management deems immaterial. Our
business, financial condition or results of operations could be materially adversely affected by any of these risks. The
trading price of our securities could decline due to any of these risks, and you may lose all or part of your investment.
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3.5  Offer Statistics and Expected Timetable

We may sell from time to time pursuant to this prospectus (as shall be detailed in supplemental prospectus
shelf offering reports) an indeterminate number of ordinary shares, nonconvertible debt securities, convertible debt
securities, warrants, options to purchase debt securities and short-term (one-year term) tradable notes. The actual price
per share or per security of the securities that we will offer pursuant hereto will depend on a number of factors that
may be relevant as of the time of offer. You should carefully read this shelf prospectus and any supplemental
prospectus shelf offering reports, together with our other filings referenced below under “3.13. Where You Can Find
More Information”, before purchasing any of our securities.

3.6  Ratio of Earnings to Fixed Charges

Our ratio of earnings to fixed charges for the periods indicated below was as follows:

Three
Ratio of Months
Earnings to Ended
Fixed March 31,
Charges (1) 2010 2011 2012 2013 2014 2015
Unaudited
9.2 8.8 7.0 10.1 5.6 7.4

(1) For purposes of this ratio, earnings are calculated by adding (a) pre-tax income from continuing operations
before adjustment for income or loss from equity investees; (b) fixed charges; and (c) distributed income of
equity investees, and then subtracting: our noncontrolling interest in pre-tax income of subsidiaries that have
not incurred fixed charges. Fixed charges are calculated by adding () interest expensed; (b) amortized
premiums and discounts related to indebtedness, (c) an estimate of the interest within rental expense.

3.7  Use of Proceeds

Except as otherwise described in any supplemental prospectus shelf offering reports, we anticipate using the
net proceeds from the sale of the securities pursuant to this shelf prospectus for general corporate purposes, which may
include refinancing outstanding debt, financing our operating and investment activities, financing further investments
in our subsidiaries or affiliate company or future acquisitions (if any), and dividend distributions (if permitted under
Israeli law), subject in each case to the discretion of our board of directors from time to time.

3.8. Capitalization and Indebtedness
The following table sets forth our capitalization as of March 31, 2015. The information in this table should be

read in conjunction with and is qualified by reference to the consolidated financial statements and notes thereto and
other financial information incorporated by reference in this shelf prospectus:

As of March 31,

2015
($ in thousands, other than per share data) Actual
(unaudited)
Cash and cash equivalents 111,761
Debt#
Current Liabilities and interest to banks and others 48,718
Long-term Liabilities to banks and others 93,793
142,511
Total debt
Equity
Ordinary shares, NIS 1.0 par value, 25,000,000 shares authorized; 15,297,402 issued; 14,728,782
issued and outstanding*® 4,184

Additional paid-in capital 135,344
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Accumulated earnings 256,214
Accumulated other comprehensive loss (4,054)
Treasury shares (568,620 shares) (259)
Formula shareholders’ equity 391,429
Non-controlling interests 266,715
Total equity 658,144

# Excludes any debt issuable in one or more potential future offerings pursuant to this shelf prospectus.
*Excludes 4,000 ordinary shares available for future grant under our 2008 Employee and Office Holders Share Option
Plan and 68,378 ordinary shares available for future grants under our 2011 Share Incentive Plan.

3.9  Description of Securities

The description of our ordinary shares contained in this shelf prospectus, together with the description of any
other equity or debt securities that we may offer pursuant to this shelf prospectus, as to be described in any
supplemental prospectus shelf offering reports, summarize the material terms and provisions of the various types of
securities that we may offer. We will describe in the applicable supplemental prospectus shelf offering report relating
to any securities the particular terms of the securities offered by that shelf offering report.

We may sell from time to time, in one or more offerings, ordinary shares, nonconvertible debt securities,
convertible debt securities, warrants, options to purchase debt securities and short-term (one-year term) tradable notes
and any combination of those securities. In this prospectus, we refer to each of the foregoing collectively as
“securities.”

This base prospectus may not be used to consummate a sale of securities unless it is accompanied by a
supplemental prospectus shelf offering report.

Description of Ordinary Shares

Our authorized share capital consists of 25,000,000 ordinary shares, par value NIS 1.0 per share, of which
14,728,782 shares were issued and outstanding as of May 31, 2015. Of those issued and outstanding shares,
269,823were represented by American Depositary Shares as of that date.

All of our outstanding ordinary shares are validly issued, fully paid and non-assessable. Our ordinary shares are
not redeemable and do not have any preemptive rights. The current position of the TASE is that a company whose
shares are traded on the TASE may not issue or register for trading preferred shares. Under the Israeli Securities Law,
all of our outstanding shares must be validly issued and fully paid, and must be registered for trading on the TASE. All
of our ordinary shares have equal rights and are fully paid.

Our board of directors may determine the issue prices and terms for such shares or other securities, and may
further determine any other provision relating to such issue of shares or securities. We may also issue and redeem
redeemable securities on such terms and in such manner as our board of directors shall determine. Our board of
directors may make calls on our ordinary shares.

Our articles of association enable us to increase or reduce our share capital. Any such changes are subject to the
provisions of the Companies Law and must be approved by a resolution duly passed by our shareholders at an annual
or extraordinary general meeting by voting on such change in the capital. In addition, transactions that have the effect
of reducing capital, such as the declaration and payment of dividends in the absence of sufficient retained earnings or
profits and an issuance of shares for less than their nominal value, require the approval of both our board of directors
and an Israeli court.

Memorandum and Articles of Association

Objects and Purposes. Our registration number with the Israeli Registrar of Companies is 52-003669-0. Our
objects as set forth in our memorandum of association consist of the following:

« operating within the field of informational and computer systems;

+  providing management, consulting, managed services and sale services for computers, computer
equipment, software for computers and for information systems;
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»  operating a business of systems analysis, systems programming and computer programming; and

»  establishing facilities for instruction and training for computers and digital systems.

Voting. Holders of our ordinary shares have one vote for each ordinary share held on all matters submitted to
a vote of shareholders at a shareholder meeting. Shareholders may vote at shareholder meetings either in person, by
proxy or by written ballot. Israeli law does not allow public companies to adopt shareholder resolutions by means of
written consent in lieu of a shareholder meeting. Shareholder voting rights may be affected by the grant of any special
voting rights to the holders of a class of shares with preferential rights that may be authorized in the future. Except as
otherwise disclosed herein, an amendment to our articles of association to change the rights of our shareholders
requires the prior approval of a simple majority of our shares represented and voting at a general meeting and of the
holders of a class of shares whose rights are being affected (or the consent in writing of all the holders of such class of
shares).

Share Ownership Restrictions. The ownership or voting of ordinary shares by non-residents of Israel is not
restricted in any way by our articles of association or the laws of the State of Israel, except that citizens of countries
which are in a state of war with Israel may not be recognized as owners of ordinary shares.

Transfer of Shares. Fully paid ordinary shares are issued in registered form and may be freely transferred
under our articles of association unless the transfer is restricted or prohibited by another instrument, Israeli law or the
rules of a stock exchange on which the shares are traded.

Election of Directors. Our ordinary shares do not have cumulative voting rights for the election of directors.
Rather, under our articles of association our directors (other than our external directors) are elected, on an annual
basis, by the holders of a simple majority of our ordinary shares at our annual general shareholder meeting (excluding
abstentions) for a term that extends until the next annual general shareholder meeting and until their successors are
duly qualified (or until their earlier resignation or removal). As a result, the holders of our ordinary shares that
represent more than 50% of the voting power represented at an annual general shareholder meeting and voting thereon
(excluding abstentions) have the power to elect all of our directors, subject to special approval requirements for
external directors, as described below. Vacancies on our board of directors, resulting from a resignation or other
termination of service by a then serving director, may be filled, and the appointment of an additional director may be
carried out, in each case for a term lasting until the next annual general meeting of shareholders, by a vote of a simple
majority of the directors then in office.

Our two external directors, who serve as required by the Companies Law, are elected for a three year term
and may be elected for an unlimited number of additional three-year terms under certain circumstances. The election
of external directors requires a majority vote of the shares present and voting at a shareholders meeting (excluding
abstentions), provided that either:

. such majority includes at least a majority of the shares held by all shareholders who are not
controlling shareholders and do not have a personal interest in such election (other than a personal
interest which is not derived from a relationship with a controlling shareholder), present and voting
at such meeting; or

. the total number of shares of non-controlling shareholders who do not have a personal interest in
such election (other than a personal interest which is not derived from a relationship with a
controlling shareholder) voting against the election of an external director does not exceed two
percent of the aggregate voting rights in the company.

Dividend and Liquidation Rights. Under Israeli law, we may declare and pay a dividend only if, upon the
reasonable determination of our board of directors, the distribution will not prevent us from being able to meet the
terms of our existing and contingent obligations as they become due. Under the Companies Law, the distribution
amount is further limited to the greater of retained earnings or earnings generated over the two most recent years
according to our then last reviewed or audited financial statements, provided that the date of the financial statements is
not more than six months prior to the date of distribution. In the event that we do not have retained earnings and
earnings legally available for distribution, as defined in the Companies Law, we may seek the approval of the court in
order to distribute a dividend. The court may approve our request if it is convinced that there is no reasonable concern
that the payment of a dividend will prevent us from satisfying our existing and foreseeable obligations as they become
due.

In the event of our liquidation, after satisfaction of liabilities to creditors, our assets will be distributed to the
holders of ordinary shares (including holders of ordinary shares represented by ADSs) on a pro-rata basis. Dividend
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and liquidation rights may be affected by the grant of preferential dividend or distribution rights to the holders of a
class of shares with preferential rights that may be authorized in the future.

We may pay cash dividends on our outstanding ordinary shares from time to time, as declared by and subject
to the discretion of our board of directors. The form, frequency and amount of such dividends will depend upon our
future operations and earnings, capital requirements and surplus, general financial condition, contractual restrictions
and other factors our board of directors may deem relevant.

Shareholder Meetings. Under the Companies Law, we are required to convene an annual general meeting of
our shareholders once every calendar year, not more than 15 months following the preceding annual general meeting.
Our board of directors may convene a special general meeting of our shareholders and is required to do so at the
request of two directors or one quarter of the members of our board of directors, or at the request of one or more
holders of 5% or more of our share capital and 1% of our voting power, or the holder or holders of 5% or more of our
voting power. All shareholder meetings require prior notice of at least 14 days and, in certain cases, 35 days. The
chairman of our board of directors presides over our general meetings. If he or she is not present within 15 minutes
from the appointed time for the commencement of the meeting, the shareholders present at such meeting shall appoint
one of our shareholders as the chairman for such meeting. Subject to the provisions of the Companies Law and the
regulations promulgated thereunder, shareholders entitled to participate and vote at general meetings are the
shareholders of record on a date to be decided by the board of directors, which may be between four and 40 days prior
to the date of the meeting, depending on the type of meeting and whether written proxies are being used.

Quorum. Under our articles of association, the quorum required for a meeting of shareholders consists of at
least two shareholders present in person, by proxy or by written ballot, who hold or represent between them at least
25% of our voting power. A meeting adjourned for lack of a quorum generally is adjourned to the same day in the
following week at the same time and place (without requirement of additional notification to the shareholders), or to a
later time, if indicated in the notice to the meeting or to such other time and place as determined by the board of
directors in a notice to our shareholders. At the reconvened meeting, if a quorum is not present within half an hour
from the appointed time for the commencement of the meeting, the meeting will take place so long as at least two
shareholders are present.

Resolutions. Under the Companies Law, unless otherwise provided in the articles of association or applicable
law, all resolutions of the shareholders require a simple majority of the voting rights represented at the meeting, in
person, by proxy or by written ballot, and voting on the resolution (excluding abstentions).

Access to Corporate Records. Under the Companies Law, all shareholders generally have the right to review
minutes of our general meetings, our shareholder register, including with respect to material shareholders, our articles
of association, our financial statements and any document we are required by law to file publicly with the Israeli
Companies Registrar or the Israeli Securities Authority. Any shareholder who specifies the purpose of its request may
request to review any document in our possession that relates to any action or transaction with a related party which
requires shareholder approval under the Companies Law. We may deny a request to review a document if we
determine that the request was not made in good faith, that the document contains a trade secret or patent or that the
document’s disclosure may otherwise impair our interests.

Modification of Class Rights. The rights attached to any class of share (to the extent that we may have
separate classes of shares in the future), such as voting, liquidation and dividend rights, may be amended by adoption
of a resolution by the holders of a majority of our shares represented at the meeting and the holders or a majority of
the shares of that class present at a separate class meeting, or otherwise in accordance with the rights attached to such
class of shares, as set forth in our articles of association.

Our articles of association do not grant borrowing powers to individual directors; nor do they require
directors to resign at a certain age or to purchase a certain number of ordinary shares.

Antitakeover Measures under Israeli Law

Besides the requirements described above with respect to tender offers and mergers, Israeli law and our
articles of association enable the implementation of additional measures that may delay or prevent a takeover attempt
and thereby preclude our shareholders from realizing a potential premium over the market value of our ordinary shares
that they hold. Our articles of association allow our company to increase its registered share capital and provide that
the increased capital will be divided into shares having ordinary, preferred or deferred rights or any other special
rights, or may be subject to terms and restrictions in respect of dividend, repayment of capital, voting or other terms,
in each case provided that the general meeting of our shareholders approves via a simple majority of shares present (in
person or by proxy) and voting. Israeli law also permits the issuance of preferred stock. However, the TASE rules and
regulations prohibit a listed company from having more than one class of shares listed, and the TASE’s current
position is that a listed company may not issue or list preferred shares. Therefore, assuming that the TASE’s current
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position does not change, as long as our ordinary shares are listed on the TASE, we will be prohibited from issuing
preferred stock.

To date, the legality of a poison pill as an additional antitakeover measure has not been examined in Israel.

Exchange Controls

Other than general anti-money laundering regulations, there are currently no Israeli currency control
regulations in effect that restrict our import or export of capital to or from the State of Israel, or the availability of cash
and cash equivalents for use by our affiliated companies. Under the Bank of Israel Law, 5770-2010, the Governor of
the Bank of Israel, with the approval of the monetary policy committee of the Bank of Israel, is authorized to issue an
administrative order restricting the transfer of funds to or from Israel. However, such an order is only likely to be
issued under emergency circumstances and only for a temporary period, if necessary for the achievement of the goals
of the Bank of Israel or the carrying out of its responsibilities under Israeli law. Furthermore, Israel has agreed,
pursuant to international agreements to which it is a party (including incident to Israel’s having joined the
International Monetary Fund) to allow for the free flow of capital to and from within its borders. Certain transactions
nevertheless require the filing of reports with the Bank of Israel.

Similarly, there are no currently effective Israeli governmental laws, decrees, regulations or other legislation
that restrict the payment 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
some transactions. However, legislation remains in effect under which currency controls can be imposed by
administrative action at any time.

Borrowing Powers

Pursuant to the Companies Law and our articles of association, our board of directors may exercise all
powers and take all actions that are not required under law or under our articles of association to be exercised or taken
by our shareholders, including the power to borrow money for company purposes.

Transfer Agent and Registrar

The transfer agent and registrar for our ADSs in the United States is American Stock Transfer & Trust
Company, LLC. Its address is 6201 15" Avenue, Brooklyn, New York 11219, and its telephone number is (800) 937-
5449. The nominee company to the TASE in which name most of our shares are held of record is Israel Discount
Bank Limited’s registrar company.

Share History
The following is a summary of the history of our share capital for the last three years.

Ordinary Share Issuances
« Stock Options and Restricted Stock.

Since January 1, 2012, we have issued 1,122,782 ordinary shares upon the exercise of stock options. We
have also issued on November 13, 2014 an additional 10,000 shares of restricted stock.

Share Repurchases

In the last three years we have not repurchased any ordinary shares from our shareholders. As of May 31,
2015, we held 568,620 shares in treasury.

Description of Debt and Other Securities

Besides ordinary shares, we may offer debt or other equity securities pursuant to this shelf prospectus. Before

we do so, we will include in a supplemental prospectus shelf offering report a summary of the material terms and
provisions of any such securities.

3.10 Markets
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Our ordinary shares are listed on the TASE under the symbol “FORT” and our ADSs are listed on the
NASDAQ Global Select Market under the symbol “FORTY”. Please see our 2014 Form 20-F for information on the
historical price range of our ordinary shares.

3.11 Plan of Distribution

We may offer and sell our securities in offerings hereunder to or through one or more underwriters, dealers
and agents, or directly to purchasers, on a continuous or delayed basis. We will provide the specific plan of
distribution for any securities to be offered by us in a supplemental prospectus shelf offering report.

3.12 Expenses

The aggregate amount that we will pay for consulting fees, distribution fees and commitment fees and other
commissions and expenses in connection with an offering under this shelf prospectus will be published in a relevant
supplemental shelf offering report.

3.13 Where You Can Find More Information

We are subject to the periodic reporting and other informational requirements of the Exchange Act. Under the
Exchange Act, we are required to file annual and special reports and other information with the SEC. As a foreign
private issuer, we are exempt from the rules under the Exchange Act prescribing 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.

Information filed with the SEC by us can be inspected and copied at the Public Reference Room maintained
by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may also obtain copies of this information by mail
from the Public Reference Section of the SEC at prescribed rates. Further information on the operation of the SEC’s
Public Reference Room in Washington, D.C. can be obtained by calling the SEC at 1-800-SEC-0330.

The SEC also maintains a website that contains reports, proxy and information statements and other
information about issuers, such as us, who file electronically with the SEC. The address of that website is
http://www.sec.gov.

You can also access our reports filed with the Israel Securities Authority, or ISA, on the MAGNA site, which
has an address of www.magna.isa.gov.il.

3.14 Incorporation of Certain Information by Reference

The ISA allows us to “incorporate by reference” into this prospectus the information in documents we file
with it on the MAGNA system. This means that we can disclose important information to you by referring you to
those documents. Each document incorporated by reference is current only as of the date of such document, and the
incorporation by reference of such documents shall not create any implication that there has been no change in our
affairs since the date thereof or that the information contained therein is current as of any time subsequent to its date.
The information incorporated by reference is considered to be a part of this prospectus and should be read with the
same care. When we update the information contained in documents that have been incorporated by reference by
making future filings with the ISA, the information incorporated by reference in this prospectus is considered to be
automatically updated and superseded. In other words, in the case of a conflict or inconsistency between information
contained in this prospectus and information incorporated by reference into this prospectus, you should rely on the
information contained in the document that was filed later.

We incorporate by reference the documents listed below:

+ our annual report on Form 20-F (SEC File No. 000-29442) for the fiscal year ended December 31, 2014
filed with the SEC on April 30, 2015 and on the MAGNA system on May 3, 2015, as amended by
Amendment No. 1 thereto, filed with the SEC and on the MAGNA system on June 30, 2015;

 our report of foreign private issuer on Form 6-K (SEC File No. 000-29442) furnished to the SEC on May
12, 2015 and to the MAGNA system on May 12, 2015 (only the GAAP financial statements with
respect to the quarter ended March 31, 2015 attached to the press release attached as Exhibit 99.1
thereto);

+ the description of our ordinary shares set forth in our report of foreign private issuer on Form 6-K (SEC
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File No. 000-29442) furnished to the SEC on July 30, 2015and on the MAGNA system on July 30,
2015; and

+ each subsequent annual report on Form 20-F and each report of foreign private issuer on Form 6-K that
indicates that it is being incorporated by reference, in each case, that we file with or furnish to the ISA
on or after the date on which this shelf prospectus is first filed with the ISA and until the termination or
completion of that offering under this shelf prospectus.

3.15 Indemnification of Directors and Officers

Under the Companies Law, an Israeli company may not exempt an office holder (our office holders consist of
the individuals listed in the table under “Directors and Senior Management,” in “Item 6. Directors, Senior
Management and Employees™” of the 2014 Form 20-F) from liability with respect to a breach of his or her duty of
loyalty, but may exempt in advance an office holder from his or her liability to the company, in whole or in part, with
respect to a breach of his duty of care, provided, however, that such a breach is not related to a distribution of a
dividend or any other distribution by the company.

Office Holders’ Insurance. Our articles of association, or articles, provide that, subject to the provisions of
the Companies Law, we may enter into a contract for the insurance of the liability of any of our office holders
imposed on the office holder in respect of an act performed in his or her capacity as an office holder, with respect to:

»  ahbreach of his duty of care to us or to another person;

. a breach of his duty of loyalty to us, provided that the office holder acted in good faith and had
reasonable cause to assume that his act would not prejudice our interests; or

« afinancial liability imposed upon him in favor of another person.

We have obtained an insurance policy covering the Formula Group’s directors’ and officers’ liability. Our
subsidiaries and affiliated company participate in the premium payments of the insurance, on a proportional basis. The
total premium we paid during 2014 was approximately $112,100.

Indemnification of Office Holders. Our articles provide that we may indemnify an office holder in respect of an
obligation or expense imposed on or expended by an office holder in respect of an act performed in his capacity as an
office holder as specified below:

0] a financial obligation imposed on him in favor of another person by any judgment, including a
settlement or an arbitrator’s award approved by a court;

(if)  reasonable litigation expenses, including attorney’s fees, expended by the office holder as a result of an
investigation or proceeding instituted against him by a competent authority, provided that such
investigation or proceeding concluded without the filing of an indictment against him, and either (i)
concluded without the imposition of any financial liability in lieu of criminal proceedings; or (ii)
concluded with the imposition of a financial liability in lieu of criminal proceedings but relates to a
criminal offense that does not require proof of criminal intent;

(ili)  reasonable litigation expenses, including attorneys’ fees, expended by the office holder or charged to
him by a court, in proceedings instituted against him by another person, or in a criminal charge from
which he was acquitted or in any criminal proceedings of a crime which does not require proof of
criminal intent;

(iv)  expenses, including reasonable litigation expenses and legal fees, incurred by an office holder as a result
of a proceeding instituted against such office holder in relation to (1) infringements that may impose
financial sanction pursuant to the provisions of Chapter H’3 under the Israeli Securities Law, which we
refer to as the Securities Law, or (2) administrative infringements pursuant to the provisions of Chapter
H’4 under the Securities Law or (3) infringements pursuant to the provisions of Chapter I’1 under the
Securities Law; and

(v)  payments made by the office holder to an injured party for damages suffered under Section
52(54)(a)(1)(a) of the Securities Law.

We may undertake to indemnify an office holder as aforesaid, (a) prospectively, provided that in respect of (i)
above, the undertaking is limited to categories of events that in the opinion of our board of directors are foreseeable in
light of our actual operations at the time that the undertaking to indemnify is given, and to the amounts or criteria that
our board of directors deems reasonable under the circumstances, and further provided that such events and amount or
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criteria are set forth in the undertaking to indemnify, but in any event no more than 25% of Formula’s shareholders
equity according to its most recent financial statements as of the date of the actual payment of indemnification; and (b)
retroactively.

Limitations on Exemption, Insurance and Indemnification. The Companies Law provides that a company may
not indemnify an office holder, enter into an insurance contract which would provide coverage for any monetary
liability, or exempt an office holder from liability, with respect to any of the following:

. a breach by the office holder of his duty of loyalty unless the office holder acted in good faith and had a
reasonable basis to believe that the act would not prejudice the company;

. a breach by the office holder of his duty of care if the breach was done intentionally or recklessly,
except for a breach that was made in negligence;

. any act or omission done with the intent to derive an illegal personal benefit;

. any fine levied against the office holder; or

. a counterclaim made by the company or in its name in connection with a claim against the company

filed by the office holder.

In addition, under the Companies Law, indemnification of, and procurement of insurance coverage for, our
office holders must be approved by our audit committee and our board of directors and, in specified circumstances, by
our shareholders.

We have entered into undertakings to indemnify our office holders in specified limited categories of events
and in specified amounts, subject to the limitations set by the Companies Law and our articles, as described above.

3.16 Legal Matters

Certain legal matters with respect to Israeli law will be passed upon by Meitar Liquornik Geva Leshem Tal,
our Israeli counsel, and certain legal matters in connection with this offering relating to U.S. law will be passed upon
for us by Carter Ledyard & Milburn LLP, New York, New York, our U.S. counsel.

3.17 Experts

Our consolidated financial statements as of December 31, 2013 and 2014 and for the years ended December
31, 2012, 2013 and 2014 and management’s assessment of the effectiveness of internal control over financial
reporting as of December 31, 2014, which are incorporated in this shelf prospectus by reference to the 2014 Form 20-
F, have been so incorporated in reliance on the reports of Kost Forer Gabbay & Kasierer (a member of Ernst & Young
Global), an independent registered public accounting firm, thereon, which appear in the 2014 Form 20-F and which
are incorporated herein by reference, and given on their authority as experts in accounting and auditing.

You should rely only on the information contained or incorporated by reference in this shelf prospectus or any
supplement thereto. We have not authorized any person to provide you with different information. Is anyone provides
you with different or inconsistent information, you should not rely on it. We are not making an offer to sell the
securities offered hereunder in any jurisdiction where the offer or sale is not permitted. The information in this shelf
prospectus is accurate only as of the date on the front cover of this shelf prospectus or such earlier date that is
indicated in this shelf prospectus. Our business, financial condition, results of operation and prospects may have
changed since such date.
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