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INTRODUCTION

o T T

Unless indicated otherwise by the context, all references in this annual report to “Attunity”, the “Company”, “we”, “us”, “our” or the “Registrant” are
to Attunity Ltd and its subsidiaries.

When the following terms and abbreviations appear in the text of this annual report, they have the meanings indicated below:
. “APAC” means Asia Pacific region, including countries in the Far East and Australias;
o  “Appfluent” means Appfluent Technology, Inc., a Delaware corporation we acquired in March 2015;
e  “BI” means business intelligence;
. “Big Data” means very large and complex quantities of datasets that are difficult to process using traditional data processing applications;

. “BIReady” means BIReady B.V., a Netherlands company, from which we acquired its warehouse automation technology and certain related
assets in November 2014;

e  “CDC” means change data capture, a process that captures and replicates only the changes made to enterprise data sources rather than the entire
data sources;

e  “cloud computing” means the use of computing resources, hardware and software, that are generally delivered as a service over the Internet;
o  “Companies Law” or the “Israeli Companies Law” mean the Israeli Companies Law, 5759-1999;

e  “data lake” means a storage framework that holds a vast amount of raw data in its native format until it is needed;

. “dollars” or “$” mean United States dollars;

. “GBP” means British Pounds;

e  “Hadoop” means an open-source software framework for storage and large-scale processing of data-sets on clusters of commodity hardware;
. “Hayes” means Hayes Technology Group, Inc., an Illinois corporation we acquired in December 2013;

e  “NIS” or “shekel” means New Israeli Shekels;

e  “RepliWeb” means RepliWeb Inc., a Delaware corporation we acquired in September 2011; and

e  “SEC” means the United States Securities and Exchange Commission.

We have obtained trademark registrations in the U.S. for, among others, Attunity, Attunity Connect, Attunity Replicate, RepliWeb, Gold Client, and
Appfluent. Unless indicated otherwise by the context, any other trademarks and trade names appearing in this annual report are owned by their respective
holders.

Our consolidated financial statements appearing in this annual report are prepared in dollars and in accordance with generally accepted accounting
principles in the United States, or U.S. GAAP, and are audited in accordance with the standards of the Public Company Accounting Oversight Board in the
United States.

On February 13,2017, the exchange rate between the NIS and the dollar, as quoted by the Bank of Israel, was NIS 3.748 to $1.00. Unless indicated

otherwise by the context, statements in this annual report that provide the dollar equivalent of NIS amounts or provide the NIS equivalent of dollar amounts
are based on such exchange rate.
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On July 19,2012, we effected a one-for-four reverse split of our ordinary shares, and accordingly the par value of our ordinary shares was changed from
NIS 0.1 to NIS 0.4 per share. Unless indicated otherwise by the context, all ordinary share, option and per share amounts as well as stock prices in this annual
report have been adjusted to give retroactive effect to the stock split for all periods presented.

Statements made in this annual report 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 this annual report or to
any registration statement or annual report that we previously filed, you may read the document itself for a complete description of its terms, and the summary
included herein is qualified by reference to the full text of the document which is incorporated by reference into this annual report.

Unless otherwise indicated, information contained in this annual report concerning our industry and the markets in which we operate, including our
competitive position and market opportunity, is based on information from our own management estimates and research, as well as from industry and general
publications and research, surveys and studies conducted by third parties. Management estimates are derived from publicly available information, our
knowledge of our industry and assumptions based on such information and knowledge, which we believe to be reasonable. Our management estimates have
not been verified by any independent source, and we have not independently verified any third-party information. In addition, assumptions and estimates of
our and our industry’s future performance are necessarily subject to a high degree of uncertainty and risk due to a variety of factors, including those described
in Item 3.D “Risk Factors” below.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Except for the historical information contained in this annual report, the statements contained in this annual report are “forward-looking
statements” within the meaning of Section 274 of the Securities Act of 1933, as amended, or the Securities Act, Section 21E of the Securities Exchange Act
of 1934, as amended, or the Exchange Act, and the Private Securities Litigation Reform Act of 1995, as amended, and other federal securities laws with
respect to our business, financial condition and results of operations. We urge you to consider that statements which use the terms “anticipate,” “believe,”

“expect,” “plan,” “intend,” “estimate,” and similar expressions are intended to identify forward-looking statements. Such forward-looking statements
reflect our current view with respect to future events and financial results.

We remind readers that forward-looking statements are merely predictions and therefore inherently subject to uncertainties and other factors and
involve known and unknown risks that could cause the actual results, including revenues from agreements we signed, expansion of our operations,
development and release of new products, performance, levels of activity, our achievements, or industry results, to be materially different from any future
results, plans to expand our operations, plans to develop and release new products, performance, levels of activity, or our achievements, or industry results,
expressed or implied by such forward-looking statements. Such forward-looking statements appear in Item 3.D “Risk Factors”, Item 4 “Information on the
Company” and Item 5 “Operating and Financial Review and Prospects” as well as elsewhere in this annual report. The forward-looking statements
contained in this annual report are subject to risks and uncertainties, including those discussed under Item 3.D “Risk Factors” and in our other filings with
the SEC. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof.

Except as required by applicable law, including the securities laws of the United States, we undertake no obligation to publicly release any update
or revision to any forward-looking statements to reflect new information, future events or circumstances, or otherwise after the date hereof.
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PART I

ITEM 1. IDENTITY OF DIRECTORS. SENIOR MANAGEMENT AND ADVISERS

Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following selected consolidated statements of operations data for the years ended December 31,2016,2015 and 2014 and the selected
consolidated balance sheet data as of December 31, 2016 and 2015, which have been prepared in accordance with U.S. GAAP, are derived from our audited
consolidated financial statements set forth elsewhere in this annual report. The selected consolidated statements of operations data for the years ended
December 31,2013 and 2012 and the selected consolidated balance sheet data as of December 31,2014,2013 and 2012, which have also been prepared in
accordance with U.S. GAAP, have been derived from audited consolidated financial statements not included in this annual report.

The selected consolidated financial data set forth below should be read in conjunction with, and are qualified by reference to, Item 5 “Operating
and Financial Review and Prospects” and our consolidated financial statements and notes thereto and the other financial information appearing
elsewhere in this annual report.

Balance Sheet Data:

December 31,

2016 2015 2014 2013 2012
(dollars in thousands)

Working capital (deficiency) (1) $ (1,224) § 203 $ 11,387 § 12,146 § (3,067)
Total assets (1) 57,954 63,158 53,506 49,959 26,111
Current maturities of long term-debt, short-term
convertible debt, including current maturities of long-
term convertible debt - - - - 1,934
Contingent purchase consideration 271 2,234 4,262 3,280 --
Warrants and bifurcated conversion feature, and other
liabilities presented at fair value 512 719 906 1,093 730
Shareholders’ equity 32,616 38,291 31,157 30,098 9,562
Additional paid-in capital 149,685 144,836 133,931 130,944 110,318

(1) In November 2015, the Financial Accounting Standards Board, or the FASB, issued Accounting Standards Update, or ASU, No. 2015-17, “Income Taxes
(Topic 740): Balance Sheet Classification of Deferred Taxes”, which simplifies the presentation of deferred income taxes by requiring deferred tax assets and
liabilities to be classified as noncurrent on the balance sheet. We chose to early adopt this standard and, consequently, reclassified all of our current deferred
tax assets to noncurrent deferred tax assets, which has resulted in a change to previously published figures for the years ended December 31,2012,2013 and
2014.




Income Statement Data:

Software licenses
Maintenance and services

Total revenues

Cost of software licenses

Cost of maintenance and services

Research and development expenses

Selling and marketing expenses

General and administrative expenses

Impairment of acquisition-related intangible assets

Total operating expenses
Operating income (loss)

Financial expenses, net
Income (loss) before taxes on income
Income tax benefit (taxes on income)

Net income (loss)
Basic net income /(loss) per share

Weighted average number of shares used in computing
basic net income / (loss) per share

Diluted net income /(loss) per share

Weighted average number of shares used in computing
diluted net income / (loss) per share

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

Year ended December 31,

2016 2015 2014 2013 2012
(dollars and share amounts in thousands, except per share data)
28,653 § 26,568 § 20,128 § 13,364 § 14,437
25,841 21,600 15,524 11,833 11,042
54,494 48,168 35,652 25,197 25,479
2,143 2,518 890 748 831
6,637 4,760 2,431 1,384 1,525
13,283 11,139 9,316 7,756 7,748
35,089 27,381 19,136 11,793 9,833
4,594 4,857 3,944 3,574 3,024
4,122 - - - -
65,868 50,655 35,717 25,255 22,961
(11,374) (2,487) (65) (58) 2,518
(54) (576) (893) (627) (1,241)
(11,428) (3,063) 958) (685) 1,277
735 (546) (734) 56 209
(10,693) (3,609) (1,692) (629) 1,486
0.64) $ 022) $ 0.11) $ (0.05) $ 0.14
16,739 16,183 15,024 11,474 10,716
0.64) $ 0.22) $ 0.11) $ (0.05) $ 0.12
16,739 16,183 15,024 11,474 12,311

The following risk factors, among others, could in the future affect our actual results of operations and could cause our actual results to differ
materially from those expressed in forward-looking statements made by us. These forward-looking statements are based on current expectations and we
assume no obligation to update this information. Before you decide to buy, hold, or sell our ordinary shares, you should carefully consider the risks
described below, in addition to the other information contained elsewhere in this annual report. The following risk factors are not the only risk factors
facing our Company. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also affect our business. Our
business, financial condition and results of operation could be seriously harmed if any of the events underlying any of these risks or uncertainties actually
occurs. In that event, the price for our ordinary shares could decline, and you may lose all or part of your investment.




Risk Factors Relating to Our Business
We have a history of operating losses and may not achieve or sustain profitability in the future.

We incurred operating losses in the past, including operating losses of approximately $11.4 million and $2.5 million in the fiscal years ended
December 31,2016 and 2015, respectively. Our ability to achieve and sustain profitability in the future depends in part on the rate of growth of, and changes
in technology trends in, our market; the global economy; our ability to develop new products and technologies in a timely manner; the competitive position
of our products; our ability to manage our operating expenses; and other factors and risks, some of which are described in this annual report. We may also
seek to increase our operating expenses and make additional expenditures in anticipation of generating higher revenues, which we may not realize, if at all,
until sometime in the future. For example, our operating expenses increased from approximately $10.1 million in the fiscal year ended December 31,2010 to
approximately $65.9 million in the fiscal year ended December 31,2016, whereas our revenues rose at a lower pace during such years, from approximately
$10.1 million in 2010 to approximately $54.5 million in 2016. As such, there can be no assurance that we will be able to achieve or sustain profitable
operations in the future.

We have experienced growth in recent periods. If we fail to manage our growth effectively, we may be adversely affected.

We have increased our number of full-time employees from 161 at December 31,2014 to 235 at December 31,2016 and have increased our revenue
from approximately $35.7 million in 2014 to approximately $54.5 million in 2016. This growth and expansion has placed, and our anticipated growth may
continue to place, a significant strain on our managerial, administrative, operational, financial and other resources. We intend to continue to expand our
overall business and customer base and, to a lesser extent, our headcount and operations. Continued growth increases the challenges involved in various
ways, including the development of our internal administrative infrastructure; our ability to recruit, train and retain sufficient skilled personnel; the
management of our international operations and the risks associated therewith; and effectively managing our expenses related to any future growth. If we fail
to manage our growth effectively, we may be unable to execute our business plan or maintain high levels of service and our financial results could be
negatively impacted.

Our business and operating results depend in part on the successful and timely implementation of our third party partner solutions.

We rely on our strategic partners to extend the functionality and facilitate the wider adoption of our software solutions. Specifically, our software
solutions, which are designed to enable access, sharing, replication, consolidation, distribution and usage analytics of data across heterogeneous enterprise
platforms, organizations and the cloud, are often licensed or incorporated as part of a broader offering through our strategic partners. For example, when one
of our strategic partners introduces our Attunity Replicate solution to a customer who is considering such partner's data warehouse or Hadoop solution, our
sale of Attunity Replicate to that customer will likely depend on our partner's successful sale and implementation of the data warehouse solution to that
customer. As a result, our revenue and financial results depend in part on the timely and successful implementation of our partners' solutions. To the extent
our partners' deliverables are not met in a timely manner or at all, our business and operating results could be adversely affected.

Our products have a lengthy sales cycle.

Our customers typically use our products to deploy and enable the use of applications that are critical to their business. As a result, the licensing and
implementation of our products generally involves a significant commitment of attention and resources by prospective customers and, at times, the sales
cycle for some of our products extends to 12 months. Because of the long approval process that typically accompanies strategic initiatives or capital
expenditures by companies, and particularly with respect to the sale of our large-scale solutions, our sales process is often delayed, with little or no control by
us over any delays. Our sales cycles can be further extended for sales made through or with the involvement of third party distributors or partners. We cannot
control such delays and cannot control the timing of sales cycles or our sales revenue. Delay in the sales cycles of our products could result in significant
fluctuations in our quarterly operating results or difficulty in forecasting revenues for any given period.
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Our business and operating results may be adversely affected by competition.

The markets for our software products are intensely competitive and, particularly in the file replication and application release automation, or ARA,
markets, also fragmented. Competition in our industry is generally based on product performance, depth of product line, technical support and price. We
compete both with international and local software providers, many of whom have significantly greater financial, technical and marketing resources than us.
In addition, we may compete with new entrants introducing new competing solutions, some of which may be superior or disruptive to ours, including open
source offerings of competing solutions. In the fields of ARA, web deployment and enterprise file replication, we also compete with existing providers of
open source and freeware solutions, which are substantially less expensive than our solutions. We anticipate continued growth and competition in the
software products market. In the past, we have identified a trend of consolidation in the software industry in general, and in the real-time data integration
market in particular. For example, in December 2013, International Business Machines Corporation, or IBM, acquired Aspera, Inc., which engages, among
other things, in the sale of managed file transfer, or MFT, solutions. If this trend of consolidation and mergers in our market resumes, it may result in stronger
competition by larger companies that threaten our market positioning.

Our existing and potential competitors, such as the EPI-USE Group, or EPI-USE; IBM; Informatica Corporation, or Informatica; Oracle Corporation,
or Oracle (through GoldenGate); SAP; and WhereScape, who compete with different products or services we offer, may offer or be able to develop software
products and services that are as effective as, or more effective or easier to use than, those offered by us. Such existing and potential competitors may also
enjoy substantial advantages over us in terms of research and development expertise, manufacturing efficiency, name recognition, sales and marketing
expertise and distribution channels, as well as financial resources. 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, consequently, on our business, operating results and
financial condition.

We face risks associated with acquisition of businesses and technologies.

We completed the acquisitions of Appfluent, Hayes and RepliWeb in March 2015, December 2013 and September 2011, respectively, and, in
November 2014, we acquired BIReady's data warehouse automation technology and certain related assets. As part of our growth strategy, we may continue to
evaluate and pursue additional acquisitions of, or significant investments in, other complementary companies or technologies to increase our technological
capabilities and expand our product offerings. Acquisitions and the successful integration of new technologies, products, assets or businesses that we have
acquired, or will acquire in the future, continue to require, and will require, significant attention from our management and could result in a diversion of
resources from our existing business, which in turn could have an adverse effect on our business operations. Other risks typically encountered with
acquisitions include disruption of our ongoing business; difficulties in integration of the acquired operations and personnel; inability of our management to
maximize our financial and strategic position by the successful implementation or integration of the acquired technology into our product offerings; being
subject to known or unknown contingent liabilities, including taxes, expenses and litigation costs; and inability to realize expected synergies or other
anticipated benefits. We cannot assure you that we will be successful in overcoming these risks or any other problems we may encounter in connection with
recent acquisitions or other potential future acquisitions. Our inability to successfully integrate the operations of an acquired business, including a successful
implementation of the technologies we acquire, and realize anticipated benefits associated with an acquisition, could have a material adverse effect on our
business, financial condition, results of operations and cash flows. Acquisitions or other strategic transactions may also result in dilution to our existing
shareholders if we issue additional equity securities as consideration or partial consideration (as we have done with all of our acquisitions in the past several
years) as well as in the incurrence of indebtedness if we borrow funds to finance such transactions. We may also be required to amortize significant amounts
of intangible assets or record impairment of goodwill in connection with future acquisitions, such as due to lower sales performance of products that are based
on the acquired technology, which would adversely affect our operating results. For example, in 2016, we recorded an impairment charge of $4.1 million,
mainly related to amortization of core technology acquired in connection with our acquisition of Appfluent.
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Severe global economic conditions may materially adversely affect our business.

Our business and financial condition is affected by global economic conditions and their impact on levels of spending by customers, which may be
disproportionately affected by economic downturns. While the global economy has recently shown some improvement in the past couples of years, there are
still uncertainties surrounding the strength of the recovery in many regions. For example, in June 2016, the United Kingdom held a referendum in which a
majority of voters voted for the United Kingdom to exit the European Union, or Brexit, the announcement of which resulted in significant currency exchange
rate fluctuations and volatility in global stock markets. It is expected that the British government will commence negotiations to determine the terms of
Brexit. Given the lack of comparable precedent, the implications of Brexit or how such implications might affect us are unclear. Uncertainty about current
global economic conditions continues to pose a risk as customers may postpone or reduce spending in response to restraints on credit. Should the economic
slowdown resume and/or companies in our target markets reduce capital expenditures, it may cause our customers to reduce or postpone their technology
spending significantly, which could result in reductions in sales of our products, longer sales cycles, slower adoption of new technologies and increased price
competition. In addition, if the market is flat and customers experience low visibility we may not be able to increase our sales (whether direct sales or indirect
sales through our distributors). Each of the above scenarios would have a material adverse effect on our business, operating results and financial condition.

The loss of one or more of our significant customers or a decline in demand from one or more of these customers could harm our business.

Historically, a limited number of customers accounted for a substantial portion of our total sales. For example, in 2015, our largest customer for that
year accounted for 12.6% of our revenues. There can be no assurance that such customers will continue to order our products in the same level or at all. A
reduction or delay in orders from such customers, including reductions or delays due to market, economic or competitive conditions, could have a material
adverse effect on our business, operating results and financial condition.

The success of our Visibility products is dependent on the development of, and our ability to penetrate, the market for Hadoop and other open source
distributed data platforms.

The market for Hadoop and other open source distributed data platforms is a relatively new and rapidly evolving market. Our future success of
selling our Visibility line of products will depend to some extent on Hadoop's ability to penetrate the existing market for open source distributed data
platforms, as well as the continued growth, maturity and expansion of the market for other open source distributed data platforms. In particular, the evolving
nature of Hadoop technology and architecture, including lack of established standards or practices in the implementation thereof, may cause delays in the
development of this market and adoption of technologies and solutions associated therewith. If the market for Hadoop and other open source distributed data
platforms fails to grow or expand or decreases in size, our business could be harmed. In addition, even if the market for Hadoop and other open source
distributed data platforms continues to grow and develop, the success of our Visibility products is dependent on our ability to penetrate this market,
including to demonstrate the advantages and strengths of our Visibility products compared to other solutions. In this respect, we expect that new competitive
solutions, which may also have monitoring and analyzing data usage capabilities, will be introduced into this market, which, in turn, could adversely impact
the future sales of our Visibility products.




We must develop new products and solutions as well as enhancements and new features to existing products to remain competitive and our future growth
will depend upon market acceptance of our products.

We compete in a market that is characterized by technological changes and improvements and frequent new product introductions and
enhancements, such as the introduction of innovative real time and streaming data integration solutions. The introduction of new technologies and products
could render existing products and services obsolete and unmarketable and could exert price pressures on our products and services. Our future success and
growth will depend upon our ability to address the increasingly sophisticated needs of our customers by, among others:

e supporting existing and emerging hardware, software, databases and networking platforms;

e developing and introducing new and enhanced applications that keep pace with such technological developments, emerging new markets
and changing customer requirements; and

e gaining and consecutively increasing market acceptance of our products.

We are currently developing new products as well as enhancements and new features to our existing products and solutions. We may not be able to
successfully complete the development and market introduction of new products or product enhancements or new features. If we fail to develop and deploy
new products and product enhancements or features on a timely basis or if we fail to gain market acceptance of our new products, our revenues will decline
and we may lose market share to our competitors.

We are subject to risks associated with international operations.

We are based in Israel and generate a material portion of our sales outside the United States. Our sales outside of the United States accounted for
approximately 29%, 25% and 27% of our total revenues for the years ended December 31,2016,2015 and 2014, respectively. Although we commit
significant management time and financial resources to developing direct and indirect international sales and support channels, we cannot be certain that we
will be able to maintain or increase international market demand for our products. To the extent that we cannot do so in a timely manner, our business,
operating results and financial condition may be adversely affected.

As we conduct business globally, our future results could also be adversely affected by a variety of uncontrollable and changing factors and inherent
risks, including the following:

. the impact of the recessionary environments in multiple foreign markets, such as in some European countries;
. longer receivables collection periods and greater difficulty in accounts receivable collection;

. unexpected changes in regulatory requirements;

. difficulties and costs of staffing and managing foreign operations;

. reduced protection for intellectual property rights in some countries;

. potential tax consequences;




e fluctuations in currency exchange rates;
e political and economic instability; and

e thedirect or indirect impact on our business, including the effect on the availability of and premiums on insurance, resulting from various
forms of hostilities, such as the threat or occurrence of war, terrorist incidents or cyber-attacks or responses to such threatened or actual
incidents or attacks.

We cannot be certain that the foregoing factors will not have a material adverse effect on our future revenues and, as a result, on our business, operating
results and financial condition.

The loss of the services of our key personnel would negatively affect our business.

Our future success depends to a large extent on the continued services of our senior management and key personnel, including, in particular, Shimon
Alon, the Chairman of our Board of Directors and our Chief Executive Officer. Any loss of the services of members of our senior management or other key
personnel, and especially those of Mr. Alon, would adversely affect our business.

We may need to raise additional capital in the future, which may not be available to us.

As of December 31,2016, we had cash and cash equivalents of approximately $9.2 million and a $5.0 million line of credit (under which we had
$0.65 million outstanding as of that date). Although we anticipate that our existing capital resources will be adequate to satisfy our working capital and
capital expenditure requirements in the next 12 months, we may need to raise additional funds in the future in order to satisfy our future working capital and
capital expenditure requirements, including acquisitions. There is no assurance that we will be able to obtain additional funds on a timely basis, on
acceptable terms or at all. If we cannot raise needed funds on acceptable terms, we may be required to delay, scale back or eliminate some aspects of our
operations. In addition, if additional funds are raised through the issuance of equity securities, the percentage ownership of then current shareholders would
be diluted.

We are subject to risks relating to proprietary rights and risks of infringement.

We are dependent upon our proprietary software technology and we rely primarily on a combination of copyright and trademark laws, trade secrets,
confidentiality procedures and contractual provisions to protect our proprietary rights. Except for our trademark registrations in the United States, we do not
have any other registered trademarks, patents or copyrights. To protect our software, documentation and other written materials, we rely on trade secret and
copyright laws, which afford only limited protection. It is possible that others will develop technologies that are similar or superior to our technology.
Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy aspects of our products or to obtain and use information that we
regard as proprietary. It is difficult to police the unauthorized use of products in our field, and we expect software piracy to be a persistent problem, although
we are unable to determine the extent to which piracy of our software products exists. In addition, the laws of some foreign countries do not protect our
proprietary rights as fully as do the laws of the United States. We cannot be certain that our means of protecting our proprietary rights in the United States or
abroad will be adequate or that our competition will not independently develop similar technology.




We are not aware that we have infringed any proprietary rights of third parties. It is possible, however, that third parties will claim that we have
infringed upon their intellectual property rights. It would be time consuming for us to defend any such claims, with or without merit, and any such claims
could:

e result in costly litigation;
e divert management's attention and resources;
e cause product shipment delays; and

e require us to enter into royalty or licensing agreements. Such royalty or licensing agreements, if required, may not be available on terms
acceptable to us, ifat all.

Ifthere is a successful claim of infringement against us and we are not able to license the infringed or similar technology or other intellectual
property, our business, operating results and financial condition would be materially adversely affected.

We incorporate open source technology in our products which may expose us to liability and have a material impact on our product development
and sales.

Some of our products utilize open source technologies. These technologies are licensed to us under varying license structures, including the General
Public License, or the GPL, a software license that is, in general, designed to guarantee end users the freedom to use and modify the licensed software under
the GPL while ensuring such freedom is preserved whenever the work is distributed. If we have improperly integrated, or in the future improperly integrate
software that is subject to such licenses into our products, in such a way that our software becomes subject to the GPL or similar licenses, we may be required
to disclose our own source code to the public. This could enable our competitors to eliminate any technological advantage that our products may have over
theirs. Any such requirement to disclose our source code or other confidential information related to our products could materially and adversely affect our
competitive position and impact our business, results of operations and financial condition.

We may be required to pay additional taxes due to tax positions that we undertook.

We operate our business in various countries, and we attempt to utilize an efficient operating model to optimize our tax payments based on the laws
in the countries in which we operate. This can cause disputes between us and various tax authorities in the countries in which we operate whether due to tax
positions that we have taken regarding filing of various tax returns or in cases where we determined not to file tax returns. In particular, not all of the tax
returns of our operations are final and may be subject to further audit and assessment by the applicable tax authorities. There can be no assurance that the
applicable tax authorities will accept our tax positions. In such event, we may be required to pay additional taxes, as a result of which, our future results may
be adversely affected. For example, in February 2017, we reached an agreement with the Israeli Tax Authority, or the ITA, related to the ITA's examination of
income tax returns of RepliWeb Ltd., our subsidiary, for 2011 through 2014, whereby we agreed to pay approximately $430,000 in connection with certain
internal organizational changes we executed in RepliWeb Ltd.

Our operating results fluctuate significantly and are affected by sales cycles, seasonality and various other factors.

Our quarterly results have fluctuated significantly in the past and may fluctuate significantly in the future. Our future operating results will depend
on many factors, including, but not limited to, the following:

e the size and timing of significant orders and their timely fulfillment;
e demand for our products;

e salescycles (see also above under “Our products have a lengthy sales cycle”);




e seasonal trends, as more fully described below;

e domestic and international economic and political conditions;

e changes in our pricing policies or those of our competitors;

e the number, timing and significance of product enhancements;

e new product announcements by us and our competitors;

e our ability to successfully market newly acquired products and technologies;

e ourability to develop, introduce and market new and enhanced products on a timely basis;

e changes in the level of our operating expenses;

e budgeting cycles of our customers;

e customer order deferrals in anticipation of enhancements or new products that we or our competitors offer;
e product life cycles;

e software bugs and other product quality problems;

e personnel changes;

e changes in our strategy;

e currency exchange rate fluctuations and economic conditions in the geographic areas where we operate; and
e the inherent uncertainty in marketing new products or technologies.

In addition, our operating results reflect seasonal trends. We have often recognized a substantial portion of our revenues in the fourth quarter ending
December 31 and, within each quarter, often in the last month, or even weeks or days, of a quarter. This is primarily because many customers of ours tend to
make greater capital expenditures towards the end of their own fiscal years, thereby increasing our sales for the fourth quarter. We expect to continue to be
affected by such trends in the future, including the relatively lower sales that we typically experience in the first quarter ending March 31, mainly as a result
ofreduced sales activity during the beginning of the calendar year following the increased purchase activity of our customers in the fourth quarter. Since our

expense levels are relatively fixed in the short term, if revenue levels fall below expectations, our quarterly results are likely to be disproportionately
adversely affected because a proportionately smaller amount of our expenses varies with our revenues.




Due to the foregoing factors, quarterly revenues and operating results are difficult to forecast, and period-to-period comparisons of our operating
results may not necessarily be meaningful. In addition, in some future quarter our operating results may be below the expectations of public market analysts
and investors. In such event, it is likely that the price of our ordinary shares would be materially adversely affected.

Our financial results may be adversely affected by currency fluctuations.

Since we report our financial results in dollars, fluctuations in rates of exchange between the dollar and non-dollar currencies may have a material
adverse effect on our results of operations. We generate a majority of our revenues in dollars or in dollar-linked currencies, but some of our revenues and
expenses are generated in other currencies such as the Euro and the GBP. As a result, some of our financial assets are denominated in these currencies, and
fluctuations in these currencies could adversely affect our financial results. In addition, a material portion of our expenses, principally salaries and related
personnel expenses, are paid in NIS. For instance, during 2013, we witnessed a strengthening of the average exchange rate of the NIS against the dollar,
which increased the dollar value of Israeli expenses. If the NIS strengthens against the dollar, as it did in 2013, the dollar value of our Israeli expenses will
increase. While we engage, from time to time, in currency hedging transactions intended to reduce the effect of fluctuations in foreign currency exchange
rates on our results of operations, we cannot guarantee that such measures will adequately protect us against currency fluctuations in the future. Although
exposure to currency fluctuations to date has not had a material adverse effect on our business, there can be no assurance such fluctuations in the future will
not have a material adverse effect on our operating results and financial condition.

Cyber-attacks or other data security incidents may compromise the integrity of our products, harm our reputation and adversely impact our business and
financial results.

Despite our efforts to protect our proprietary rights, including maintaining the security and integrity of our product source code, the threats to
network and data security are increasingly diverse and sophisticated. We and our software solutions could be targets of cyber-attacks (including, among
others, malware, viruses and other disruptive activities of individuals or groups) designed to impede the performance of our solutions, penetrate our network
security or the security of our solutions, misappropriate proprietary information or cause other interruptions to our business. The impact of such incidents
could, among other things, disrupt the proper functioning of our software products, cause errors in the output of our customers’ work and allow unauthorized
access to sensitive, proprietary or confidential information of ours or our customers and other destructive outcomes. Although we have not identified any
such incidents of sabotage or unauthorized access by a third party, if we experience an actual or perceived breach of security in our internal systems or to our
software products, it may compromise the integrity of our products, harm our reputation and we could also face lawsuits and potential liability. If any of these
events happen, our business and financial results could suffer. In addition, the cost and operational consequences of implementing further data protection
measures is expected to increase and such increases may be significant. Also, we could be negatively impacted, including by incurring compliance costs, by
existing and proposed laws and regulations related to privacy and data protection.

Although our internal control over financial reporting was considered effective as of December 31, 2016, there is no assurance that our internal control
over financial reporting will continue to be effective in the future, which could result in our financial statements being unreliable, government
investigation or loss of investor confidence in our financial reports.

The Sarbanes-Oxley Act 02002, or SOX, imposes certain duties on us. In particular, continued compliance with Section 404 of SOX and the related
regulations regarding our assessment of our internal control over financial reporting and the required auditor attestation of such internal control requires the
commitment of significant financial and managerial resources. If we fail to maintain the adequacy of our internal controls, we may not be able to ensure that
we can conclude on an ongoing basis that we have effective internal control over financial reporting. We may also identify material weaknesses or significant
deficiencies in our internal control over financial reporting. In the future, if we are unable to assert that our internal controls are effective, our investors could
lose confidence in the accuracy and completeness of our financial reports, which in turn could cause our stock price to decline. Failure to maintain effective
internal control over financial reporting could also result in investigation or sanctions by regulatory authorities.
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Risk Factors Relating to Our Ordinary Shares
Provisions of the Plenus Loan may make an acquisition of us more costly or difficult, which could depress the price of our shares.

Pursuant to the loan agreement between Attunity and Plenus Technologies Ltd. (and certain of'its affiliates, or Plenus), dated as of January 31,2007,
as amended, or the Plenus Loan, if on or before December 31,2017, we enter into a “Fundamental Transaction”, which is defined to include a sale through a
merger, selling all or substantially all of our assets, or a transaction in which a person or entity acquires more than 50% of our outstanding shares, then we will
be required to pay Plenus an amount equal to, in general, the higher of $300,000 or 15% of the aggregate proceeds payable to our shareholders or us in
connection with such Fundamental Transaction. Plenus’ right to such payment, or the Plenus Right, remains outstanding despite us having repaid the Plenus
Loan in full. As a result, an acquisition of our Company that triggers the Plenus Right will be more costly to a potential acquirer and these provisions, taken
as a whole, may have the effect of making an acquisition of our Company more difficult. In addition, these provisions could cause our ordinary shares to trade
at prices below the price for which third parties might be willing to pay to gain control of us.

Provisions of our OEM agreements with Microsoft may make an acquisition of us more difficult, which could depress the price of our shares.

Pursuant to the OEM agreements we entered with Microsoft with respect to our CDC and open database connectivity, or ODBC, technologies,
Microsoft is entitled to a right of first offer, whereby we are required to notify Microsoft in the event that we wish to sell our Company or sell or grant an
exclusive license of the technology underlying the CDC or ODBC products, as the case may be, and, if the offer is accepted by Microsoft, negotiate such
transaction with Microsoft, or, if rejected by Microsoft, we may enter into such transaction with a third party only on substantially the same or more favorable
terms than the initial offer made by us to Microsoft. Microsoft is also entitled to terminate the OEM agreements under certain circumstances, including upon
a change of control of our Company. These provisions, taken as a whole, may have the effect of making an acquisition of our Company more difficult. In
addition, these provisions could cause our ordinary shares to trade at prices below the price for which third parties might be willing to pay to gain control of
us.




The market price of our ordinary shares may fluctuate and could be substantially affected by various factors.

Our ordinary shares have experienced significant market price and volume fluctuations in the past and may experience significant market price and
volume fluctuations in the future. For example, the closing sale price of our ordinary shares on the NASDAQ Stock Market LLC on August 10,2015 was
$15.82, compared with $8.75 on February 28,2017, the last trading day before filing this annual report. Numerous factors, many of which are beyond our
control, may cause our market price and trade volume to fluctuate and decrease in the future, including the following factors:

e quarterly variations in our operating results;

e changes in expectations as to our future financial performance and cash position, including financial estimates by securities analysts and
investors;

e announcements of technological innovations or new products by us or our competitors;

e announcements by us or our competitors of significant contracts, acquisitions, strategic partnerships, joint ventures or capital commitments;
e changes in the status of our intellectual property rights;

e announcements by third parties of significant claims or proceedings against us;

o future substantial sales of our ordinary shares; and

e any ofthe events underlying any of the other risks or uncertainties set forth elsewhere in this annual report actually occurs.

Domestic and international stock markets and electronic trading platforms often experience extreme price and volume fluctuations. Market
fluctuations, as well as general political and economic conditions, such as a recession or interest rate or currency rate fluctuations or political events or
hostilities in or surrounding Israel, could also adversely affect the price of our ordinary shares.

Our directors and executive officers own a substantial percentage of our ordinary shares.

As of February 13,2017, our directors and executive officers beneficially own approximately 18.13% of our outstanding ordinary shares. As a result,
ifthese shareholders acted together, they could exert significant influence on the election of our directors and on decisions by our shareholders on matters
submitted to shareholder vote, including mergers, consolidations and the sale of all or substantially all of our assets. This concentration of ownership of our
ordinary shares could delay or prevent proxy contests, mergers, tender offers, or other purchases of our ordinary shares that might otherwise give our
shareholders the opportunity to realize a premium over the then-prevailing market price for our ordinary shares and, as a result, may also adversely affect our
share price.

Issuance of a significant amount of additional ordinary shares and/or substantial future sales of our ordinary shares may depress our share price.

As of February 13,2017, we had approximately 16.9 million ordinary shares issued and outstanding and approximately 2.3 million of additional
ordinary shares which are issuable upon exercise of outstanding stock options and vesting of outstanding restricted share units, or RSUs, granted to our
employees. The issuance of a significant amount of additional ordinary shares on account of these outstanding securities will dilute our current shareholders’
holdings and may depress our share price.

If our existing shareholders or holders of our options or RSUs sell substantial amounts of our ordinary shares, the market price of our ordinary shares
may be adversely affected. Any substantial sales of our shares in the public market might also make it more difficult for us to sell equity or equity related

securities in the future at a time and on terms we deem appropriate. Even if a substantial number of sales do not occur, the mere existence of this “market
overhang” could have a negative impact on the market for, and the market price of, our ordinary shares.
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If securities analysts do not publish research, or if securities analysts or other third parties publish inaccurate or unfavorable research, about us, the price
of our ordinary shares could decline.

The trading market for our ordinary shares will rely in part on the research and reports that securities analysts and other third parties choose to
publish about us. We do not control these analysts or other third parties. The price of our ordinary shares could decline if one or more securities analysts
downgrade our ordinary shares or if one or more securities analysts or other third parties publish inaccurate or unfavorable research about us or cease
publishing reports about us.

Our shareholder rights plan, provisions of our articles of association and of Israeli law and the terms of compensation of some of our senior management
may delay, prevent or make difficult an acquisition of us, which could depress the price of our shares.

In June 2016, we have adopted a shareholder bonus rights plan, or the rights plan, in order to encourage anyone seeking to acquire us to negotiate
with our Board of Directors prior to attempting a takeover. While the rights plan, which is currently scheduled to expire on June 30,2017, is designed to
guard against coercive or unfair tactics to gain control of us, the rights plan may have the effect of making more difficult or delaying any attempts by others
to obtain control of us. In addition, the provisions in our articles of association relating to the submission of shareholder proposals for shareholders meetings,
and requiring a special majority vote in order to amend certain provisions of our articles of association relating to such proposals as well as to the election
and removal of directors, may have the effect of delaying or making an acquisition of our Company more difficult. In addition, provisions of Israeli corporate
and tax laws, including the ability of our Board of Directors to extend the term of the rights plan without further shareholder approval, may have the effect of
delaying, preventing or making an acquisition of our Company more difficult. For example, under the Israeli Companies Law, upon the request of a creditor
of either party to a proposed merger, the court may delay or prevent the merger if it concludes that there exists a reasonable concern that as a result of the
merger the surviving company will be unable to satisfy the obligations of any of the parties to the merger. In addition, our executive officers and certain other
key employees are entitled to certain benefits in connection with a change of control of the Company. These provisions could cause our ordinary shares to
trade at prices below the price for which third parties might be willing to pay to gain control of us. Third parties who are otherwise willing to pay a premium
over prevailing market prices to gain control of us may be unable or unwilling to do so because of these provisions of Israeli law.

We do not intend to pay cash dividends.

Our policy is to retain earnings for use in our business. We have never declared or paid cash dividends, and we do not anticipate paying cash
dividends in the foreseeable future.

Risk Factors Relating to Our Operations in Israel
Security, political and economic instability in the Middle East may harm our business.

We are incorporated under the laws of the State of Israel, and our principal offices and research and development facilities are located in Israel.
Accordingly, security, political and economic conditions in the Middle East in general, and in Israel in particular, directly affect our business.
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Over the past several decades, a number of armed conflicts have taken place between Israel and its Arab neighbors and a state of hostility, varying in
degree and intensity, has led to security and economic problems for Israel. Since late 2000, there has also been a high level of violence between Israel and the
Palestinians including during the summer of 2014, when Israel was engaged in armed conflicts with Hamas, a militia group and political party operating in
the Gaza Strip. This violence has strained Israel’s relationship with its Arab citizens, Arab countries and, to some extent, with other countries around the
world. Since the end 0f2010 several countries in the region, including Egypt and Syria, have been experiencing increased political instability, which led to
changes in government in some of these countries, the effects of which are currently difficult to assess. In addition, Israel faces threats from more distant
neighbors, such as Iran (which is believed to be an ally of Hamas in Gaza and Hezbollah in Lebanon) and the militant group known as the Islamic State of
Iraq and Syria. This situation may potentially escalate in the future and may also lead to deterioration of the political and trade relationships that exist
between the State of Israel and these countries. In addition, this instability may affect the global economy and marketplace. Any armed conflicts or political
instability in the region, including acts of terrorism as well as cyber-attacks or any other hostilities involving or threatening Israel, would likely negatively
affect business conditions and could make it more difficult for us to conduct our operations in Israel, which could increase our costs and adversely affect our
financial results. Our commercial insurance does not cover losses that may occur as a result of events associated with the security situation in the Middle East,
such as damages to our facilities resulting in disruption of our operations. Although the Israeli government currently covers the reinstatement value of direct
damages that are caused by terrorist attacks or acts of war, we cannot assure you that this government coverage will be maintained or will be adequate in the
event we submit a claim.

Furthermore, some neighboring countries, as well as certain companies, organizations and movements, continue to participate in a boycott of Israeli
firms and others doing business with Israel or with Israeli companies. Similarly, Israeli companies are limited in conducting business with entities from
several countries. For example, in 2008, the Israeli legislature passed a law forbidding any investments in entities that transact business with Iran. Restrictive
laws, policies or practices directed towards Israel or Israeli businesses could have an adverse impact on the expansion of our business.

In addition, we could be adversely affected by the interruption or curtailment of trade between Israel and its trading partners, a significant increase in
the rate of inflation, or a significant downturn in the economic or financial condition of Israel.

Because we received grants from the Israel Innovation Authority, we are subject to ongoing restrictions.

We have in the past received royalty-bearing grants from the Israel Innovation Authority (formerly known as the Office of the Chief Scientist of the
Israeli Ministry of Economy), or the IAA, for research and development programs that meet specified criteria pursuant to the Law for the Encouragement of
Research, Development and Technological Innovation, 1984 (formerly known as the Law for Encouragement of Research and Development in the Industry,
1984), and the regulations promulgated thereunder, or the R&D Law. Although we have no further obligation to pay royalties to the IIA in respect of sales of
our products, the terms of the IIA’s grants limit our ability to transfer know-how developed under an approved research and development program outside of
Israel. Pursuant to the R&D Law, any non-Israeli citizen, resident or entity that, among other things, becomes a holder of 5% or more of our share capital or
voting rights, is entitled to appoint one or more of our directors or our chief executive officer, or serves as a director or the chief executive officer of our
Company, is generally required to undertake to observe the law governing the grant programs of the IIA, some of the principal restrictions of which are the
transferability limits described above. The IIA may establish new guidelines regarding the R&D Law, which may affect our existing and/or future IIA
programs and incentives for which we may be eligible. We cannot predict what changes, if any, the I[IA may make.

It may be difficult to enforce a U.S. judgment against us or our officers and directors and to assert U.S. securities laws claims in Israel.
We are incorporated under the laws of the State of Israel. Service of process upon us, our Israeli subsidiaries, our directors and officers and the Israeli
experts, if any, named in this annual report, substantially all of whom reside outside the United States, may be difficult to obtain within the United

States. Furthermore, because the majority of our assets and investments, and substantially all of our directors, officers and such Israeli experts are located
outside the United States, any judgment obtained in the United States against us or any of them may be difficult to collect within the United States.

14




We have been informed by our legal counsel in Israel that it may also be difficult to assert U.S. securities law claims in original actions instituted in
Israel. Israeli courts may refuse to hear a claim based on an alleged violation of U.S. securities laws if they determine that Israel is not the most appropriate
forum to bring such a claim. In addition, even if an Israeli court agrees to hear a claim, it may determine that Israeli law and not U.S. law is applicable to the
claim. There is little binding case law in Israel addressing these matters. If U.S. law is found to be applicable, the content of applicable U.S. law must be
proved as a fact, which can be a time-consuming and costly process. Certain matters of procedure will also be governed by Israeli law.

Subject to specified time limitations and legal procedures, under the rules of private international law currently prevailing in Israel, Israeli courts may
enforce a U.S. judgment in a civil matter, including a judgment based upon the civil liability provisions of the U.S. securities laws, as well as a monetary or
compensatory judgment in a non-civil matter, provided that the following key conditions are met:

e subject to limited exceptions, the judgment is final and non-appealable;

e the judgment was given by a court competent under the laws of the state of the court and is otherwise enforceable in such state;

e the judgment was rendered by a court competent under the rules of private international law applicable in Israel;

o the laws of the state in which the judgment was given provides for the enforcement of judgments of Israeli courts;

e adequate service of process has been effected and the defendant has had a reasonable opportunity to present his arguments and evidence;

e the judgment and its enforcement are not contrary to the law, public policy, security or sovereignty of the State of Israel;

e the judgment was not obtained by fraud and does not conflict with any other valid judgment in the same matter between the same parties; and

e an action between the same parties in the same matter was not pending in any Israeli court at the time the lawsuit was instituted in the U.S. court.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company
Corporate History and Details

Attunity Ltd. was incorporated under the laws of the State of Israel under the name "I.S.G. Software Industries Ltd." in 1988 as a company limited by
shares. We changed our name to "ISG International Software Group Ltd." in 1992 and to our current name in October 2000.

We began operations in 1989 and, when we went public on NASDAQ in December 1992, our principal products were software productivity tools. In
1993, we acquired Attunity Software Services (1991) Ltd. (formerly known as Meyad Computers Company (1991) Ltd.), which owned a financial and logistic
application software package. In 1994, we acquired Attunity Inc. (formerly known as Cortex Inc.), which owned an application generator for enterprise
applications. In 1996, we released Attunity Connect® - a universal data and application access product. Since then, we have released various other software
products and platforms that are primarily targeted in the provision of information availability solutions that enable access, management, sharing and
distribution of data. In 2011, we acquired RepliWeb, a leading provider of enterprise file replication and MFT technologies, and released Attunity Replicate,
a high-performance data replication software that enables organizations to accelerate and improve the distribution and sharing of data for enhanced
accessibility. In 2013, we raised net proceeds of approximately $18 million in a public offering and also acquired Hayes, a leading provider of data
replication software for the SAP market. In March 2015, we acquired Appfluent, a provider of data usage analytics for Big Data environments.
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Our executive headquarters are located at 16 Atir Yeda Street, Atir Yeda Industrial Park, Kfar Saba 4464321, Israel, telephone number (972) 9-899-
3000. Our authorized representative and agent in the U.S. is Attunity Inc., our wholly owned subsidiary, which maintains its principal offices at 70 Blanchard
Road, Burlington, Massachusetts 01803, telephone number (781) 730-4070. Our address on the Internet is http://www.attunity.com. The information on our
website is not incorporated by reference into this annual report.

Recent Major Business Developments
Below is a summary of the major business developments in Attunity since January 1,2016:

e OnlJuly 19,2016, we announced that we entered into a technology license agreement with a global corporation, which has chosen Attunity
Replicate for Hadoop as a strategic technology to enable large-scale data ingest for its corporate data lake and for customer analytics projects, for
total consideration of approximately $4 million as license and maintenance and support fees over a period of 3 years.

e OnJune §,2016, we announced that our Board of Directors has adopted the rights plan. We clarified that the rights plan was not adopted in response
to any specific takeover offer.

For a discussion of our principal capital expenditures and divestitures, see Item 5.B “Operating and Financial Review and Prospects —Liquidity
and Capital Resources —Principal Capital Expenditure and Divestitures.”

B. Business Overview
Overview

We are a leading provider of data integration and Big Data management software solutions that enable availability, delivery and management of
data across heterogeneous enterprise platforms, organizations, and the cloud.

We offer software solutions for the Big Data, data warehousing, database, SAP and cloud markets. These solutions include data replication and
ingest (Attunity Replicate, change data capture (CDC) and Attunity Gold Client Solutions), test data management (Attunity Gold Client Solutions), data
connectivity (Attunity Connect), enterprise file replication (Attunity RepliWeb), managed-file-transfer (Attunity MFT), data warehouse automation (Attunity
Compose), data usage analytics (Attunity Visibility) and cloud data delivery (Attunity CloudBeam).

Our software solutions benefit our customers’ businesses by simplifying and accelerating the availability of data where and when needed, efficiently
and in real-time, across the maze of heterogeneous systems making up today’s information technology (IT) environment. Our software is commonly used for
projects such as data warehousing, Hadoop, Bl and Big Data analytics, reporting, migration and modernization, data consolidation and distribution, and
cloud initiatives.




Our products form a comprehensive suite of software infrastructure that is designed to reduce the complexity of moving and managing data to, from,
and between today’s information systems and enable the use of enterprise information where and when needed. Our software includes products for real-time
data integration (including data and file replication); data warehouse automation, data usage analytics and test data management. In addition, we offer a
software as a service, or SaaS, based platform with a portfolio of services to enable cloud data loading and replication.

Over the years, our Company and products have also won a number of awards for ingenuity, performance and innovation, including the following
recent awards:

e In December 2016, Attunity Visibility was recognized by Database Trends and Applications (DBTA) magazine among its fourth annual list of
trend-setting products in data management and analysis for 2017;

e In September2016, DBTA recognized Attunity as a “Top 50 Big Data Company”;

e In August 2016, Gartner recognized Attunity as a Challenger in its 2016 Magic Quadrant for Data Integration Tools;

e In August 2016, Attunity Replicate was chosen the “Best Change Data Capture Solution” in the 2016 DBTA Readers’ Choice Awards; and

e InJune 2016, Silicon Review Magazine recognized Attunity as an “Innovative Company to Watch”.

We are not responsible for any of these awards or the entities or publications that award them.

Through direct sales as well as distribution, OEM agreements and strategic relationships with leading global-class partners, our solutions have been
deployed at thousands of organizations worldwide in all areas of industry, including financial services, healthcare, insurance, energy, telecommunications,
manufacturing, retail, pharmaceuticals and the supply chain industry.

The Market Opportunity and Our Solutions

We believe that the world of IT data infrastructure is undergoing a significant change, one that enables very large information assets to be stored,
analyzed and made accessible in a timely manner, reaching more users through more applications and devices. This new paradigm in information access
requires support for agile data integration, efficient and real-time capture of data as it changes, and the ability to manage very large quantities of datasets, to
which we refer as Big Data. Consequently, our main focus and strategy is to strengthen our position as a leading provider of Big Data management software
solutions, including real-time data integration, replication and distribution, data warehouse automation, data usage analytics, and test data management.

In 2009, we expanded our product offering to target the data replication market, an important segment of the data integration market that enables the
real-time availability and consistency of data across heterogeneous databases. Specifically, we focused on what we called operational data replication

software solutions, which are designed to make information available to support operational business intelligence. We have since expanded on our
technology to support a variety of mission-critical data initiatives.




Based on, among other things, market studies and inputs from our customers, partners and prospects, we believe that the need for heterogeneous data
integration and replication will continue to increase with the adoption of Big Data, cloud computing and Hadoop, as organizations increasingly manage data
both in on-premises data centers and in cloud-based systems. In this respect, we focus, through our internal research and development activities as well as
acquisitions, on high-speed bulk data transfer and CDC capabilities to support both environments. For example, in March 2015, we acquired Appfluent in
order to expand our Big Data offering with data usage analytics for Big Data environments, including data warehousing and Hadoop, designed to allow
customers to understand their data usage and processing workload to optimize cost and performance.

We believe that our suite of software solutions and services responds to the market need we identified by providing the following key benefits:

e oursolutions allow organizations to deliver data efficiently, in real-time, and at scale to support a variety of analytic solutions, including Big
Data analytics;

e oursolutions simplify the growing, complex maze of different database and data warehouse systems, platforms, versions and hardware, on-
premises and in the cloud, reducing the costs of interconnectivity and opening up the opportunity for new and more valuable cross-system
applications;

e oursolutions empower organizations to manage a broad range of data sources, across diverse and hybrid environments, including enterprise
data centers and the cloud, and throughout commercially-relevant business applications and computing environments;

e oursolutions enable real-time availability as well as faster preparation and modeling of data required to support business intelligence and
analytics, a requirement that is now an enabler for improved efficiencies and competitive advantage; and

e oursolutions enable customers to understand how they use and process data across data warehouses and Hadoop, which allows them to
optimize the cost and performance of their evolving Big Data environments.

Our Strategy
The key elements of our strategy to achieve our objectives include:

e  Extend our Product Leadership. Our flexible, open and standards-based architecture extends integration opportunities into more data sources,
business applications and enterprise computing environments, including cloud computing. Our goal is to provide the most comprehensive and
reliable suite of data optimization, automation and availability software solutions for enterprise data centers and cloud environments that
provide data usage analytics and accelerate information access and movement, improve system uptime and reduce operational overhead and
complexities.

e  Expand and Capitalize on Our Selling Capabilities. We market and sell our products in the U.S., the U.K., Europe, Asia-Pacific regions, the
Middle East and Latin America through direct sales, OEM, reseller and distributor channels. We intend to continue to expand our sales
channels in those territories and seek to enter into agreements with new OEMs and other indirect channels. Consistent with our strategy to
increase our global footprint and strengthen our direct sales capabilities, we have also expanded our sales and marketing teams in the past
several years and we intend to capitalize on these new capabilities, primarily by increasing our penetration and sales of large-scale solutions as
well as project-based tactical solutions to larger end-customers.




e  Enter New Markets. To date, our revenues have been derived predominantly from licensing our software to enterprises that use it in their data
centers and cloud environments to enable Big Data analytics, data integration, data warehousing and business intelligence, file replication and
test data management. We believe that our software is well positioned to meet the new and fast-growing markets of Big Data and cloud
computing (including cloud data warehousing, analytics, Hadoop, cloud data archiving and disaster recovery), adding value to customers with
new solutions as these markets evolve, like replication to the SAP market. We intend to capitalize upon these opportunities by marketing our
software and services to companies with real-time information needs.

e Increase Penetration of Our Existing Customer Base. Over the years, our software solutions were licensed to over 2,500 customers worldwide
and that base continues to grow. This large installed base affords us the opportunity for cross-selling our expanded product offering and future
software solutions.

o  Expand and Leverage our Strategic Relationships. We believe that a significant market opportunity exists to sell our software solutions as
complementary products to the products and services provided by other organizations with whom we wish to collaborate. To that end, we have
already established strategic relationships with various third parties, including leading global-class partners such as Amazon Web Service
(AWS); Google Inc., or Google; Hortonworks, Inc., or Hortonworks; HP Inc., or HP; IBM; Microsoft; Oracle; SAP and Teradata, where our
software is sold as a complementary product to their product line, or embedded within their own products. We plan to extend our existing
strategic relationships and develop new alliances (such as in the Hadoop market) with leading global software providers, equipment
manufacturers, application service providers, systems integrators and VARs, in order to extend the functionality of our software and increase
sales. Doing so will also allow us to leverage the sales and marketing capabilities of our alliance partners and facilitate the wider adoption of
our software.

e Pursue Strategic Acquisitions and Investments. In order to achieve our business objectives, we may evaluate and pursue the acquisition of, or
significant investments in, other complementary companies, technologies, products and/or businesses that enable us to enhance and increase
our technological capabilities and expand our software products and service offerings. For instance, in March 2015, we acquired Appfluent in
order to expand our Big Data offering with data usage analytics for Big Data environments, including data warehousing and Hadoop.

Our Products
Our software offering currently consists of the following key products:
Attunity Replicate

Attunity Replicate is a high-performance and easy-to-use data replication and ingest software, which we believe enables organizations to accelerate
and reduce the costs of delivering, sharing and ensuring the availability of data, including Big Data, for meeting business operations, analytics and business
intelligence needs. Using Attunity Replicate, organizations can load data efficiently and quickly to operational data stores, data warehouses, data lakes and
Hadoop; create copies of production databases to enable operational reporting; offload queries from operational systems to reduce load and impact; facilitate
zero-downtime migrations and upgrades; and consolidate or distribute data across data sources/centers. Instead of relying on a complex, resource-intensive
ETL (Extract/Transform/Load) process which moves data in batches, Attunity Replicate enables ELT (Extract/ Load/Transform) with a simple yet powerful
GUI (Graphic User Interface) expediting the traditionally-slow process of data provisioning. In addition, when Attunity Replicate is sold with our information
flow management capabilities (formerly within our stand-alone Attunity Maestro product which was initially launched in April 2014), it also offers an
enterprise-class information flow management and automation platform, integrating mission-critical data. The key features of Attunity Replicate are:

e Complete automation and optimized high-performance database replication and loading, including database schema, data and changes;
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Simplified user experience delivering a “Click-2-Replicate” solution, which means it allows the user to simplify and automate the
implementation of end-to-end data replication with drag-and-drop ease;

e Universal and heterogeneous replication supporting many types of source and target systems, including databases, data warechouses, Big Data
platforms, and cloud services; and

e Central monitoring and management for Attunity products (if sold with our information flow management features).
Attunity Gold Client Solutions

Attunity Gold Client Solutions is our replication software for data management within SAP environments. We believe that businesses around the
world choose Attunity Gold Client Solutions to maximize the value of their investments in SAP, by reducing enterprise storage requirements, improving the
quality and availability of test data, restoring development integrity, and ensuring data security. Using Attunity Gold Client Solutions, customers can
quickly select and copy subsets of only relevant data from production or non-production sources to non-production targets, with options to simultaneously
scramble sensitive data and keep data subsets in sync across systems. Attunity Gold Client Solutions reside natively in the SAP application layer and
supportts a broad list of SAP applications. The key features of Attunity Gold Client Solutions are:

e Replicating data with all relevant data, exactly as it exists in the source;

e Providing flexible selection methods, which allow any criteria to identify data for replication;

e Creating smaller, fully functional clients;

e Migrating select data to new or existing environments, on premises or in the cloud;

e Simultaneously copying relevant data on multiple SAP applications;

e Protecting sensitive data at export with extensive, extendable transformation rules; and

e Selectively deleting unwanted data in non-production systems.
Attunity Visibility

Attunity Visibility is a software that provides data usage analytics for Big Data environments, including data warehousing and Hadoop. It is
designed to provide visibility into usage and processing workloads of enterprise data, including insight into business activity and resource consumption
across heterogeneous analytic data platforms. This capability optimizes the cost and performance of the customers’ evolving Big Data environments. The key

features of Attunity Visibility are:

e Monitoring of all data usage and processing activity on the leading data warchouses and Hadoop, to assess resource utilization for ETL and
analytical workloads;

e Analyzing data usage and workload resource utilization to enable performance or cost optimization (e.g. by moving data or processing to lower
cost storage or processing platforms like Hadoop);

e Discovery ofthe history of data used from large tables by analyzing calendar dates used in queries;
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e Auditing and reporting on application activity and data usage by business units to chargeback and justify investments; and

e Integration with leading Bl applications to correlate application users and report activity with usage.

L ]
Attunity Managed File Transfer (MFT)

Attunity MFT is a file transfer management solution that allows organizations to secure and automate business-to-business information exchanges
over standard internet connections. Attunity MFT delivers security policy enforcement, auditing, inspection policies, routing, and accelerated transfers of

large-file payloads across each stage of the file transfer process. The key features of Attunity MFT are:

e Secure two—tier demilitarized zone architecture (a physical or logical separation between internal and external network or computing
environments, which helps organizations address regulatory, compliance and information security requirements);

e Ability to address user, server and application-driven file transfer processes;

e Support for most commercial encryption and security policies; and

e Rich application programming interface, or API, that supports extensive inspection policies and file routing.
Attunity RepliWeb for EFR

Attunity RepliWeb for EFR is a heterogeneous file system and storage replication solution, optimized for Wide Area Network (WAN) infrastructures.
The solution provides organizations with widely distributed (global/regional/local) operations, a highly reliable and fast way to replicate, mirror, backup
and/or migrate unstructured data. In addition, when the Attunity RepliWeb for EFR is sold with our ARA capabilities, it offers an ARA and web deployment
solution for Windows (NET & SharePoint), UNIX and Linux applications and web infrastructures. The key features of Attunity RepliWeb for EFR are:

o Comparative snap-shot technology enabling delta only replication;

e Accelerated WAN transfer engines;

e Extensive file and content include/exclude definitions; and

e Real-time replication engines for Windows server environments.
Attunity Compose

Attunity Compose is a data warehouse automation software that we believe accelerates and simplifies the process of designing, generating and
populating enterprise data warchouses and data marts. By supporting the entire lifecycle of data warehousing through agile automation, Attunity Compose
helps to eliminate the traditionally complex, manual tasks of preparing data for Bl and Big Data analytics and their inherent dependency on substantial ETL
development resources. The key features of Attunity Compose are:

e Model-driven solution for managing the process of building a data warehouse;

e Automated generation of data warehouse and data marts structures;

e Automated generation of ETL processing, optimized for each supported data warehouse;

e Automated maintenance and change management; and

e Support for various data warehouses including Teradata, Oracle/Exadata, IBM Netezza, SQL Server, as well as cloud data warehouses such as
Amazon Redshift.
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Attunity CloudBeam

Attunity CloudBeam is our fully-managed data transfer SaaS-based platform that is designed to move data to, from, and between on-premises and
cloud environments quickly, reliably and affordably. We believe that Attunity CloudBeam helps users to realize the value of cloud computing by alleviating
the challenges of uploading and managing the transmission of Big Data, also known as the “Big Data bottleneck,” as well as address other infrastructure
maintenance challenges. Supporting AWS cloud storage services, Attunity CloudBeam facilitates solutions such as loading data for analytics in the cloud,
disaster recovery, content distribution, and cloud migrations. The key features of Attunity CloudBeam are:

e Automation — provides robust scheduling of data transfer processes, including continuous synchronization. The command line interface also
enables application level automation;

e Acceleration — high-performance movement of very large files and large numbers of files to, from, and between on-premises and cloud
environments;

e Manageability — enables user to manage cloud data movement without the overhead of building and maintaining cloud infrastructure;
e Reliability — provides comprehensive audited and recoverable file transfers;
e Security — encrypts all transfers to ensure data is not tampered with or viewed inappropriately; and
e Affordability — subscription-based services enable customers to pay based on usage.
Sales and Marketing
Our products and services are sold through both direct and indirect channels, including distributors, VARs and OEM partners.

Direct Sales. Our direct sales operations are maintained through wholly owned subsidiaries in the United States, the United Kingdom, Hong Kong
and Israel. Our direct field force (including marketing, sales, technical pre-sales and support personnel) as of December 31,2016 was comprised of a total of
107 persons, of which 78 persons were in North America; 26 persons were in Europe, the Middle East and Africa; and 3 persons were in the Asia-Pacific
region. By comparison, our direct field force (including marketing, sales, technical pre-sales and support personnel) as of December 31,2015 was comprised
ofatotal of 101 persons.

Indirect Sales. In several countries in Europe, South and Central America as well as in China, Japan, Singapore, South Korea and Taiwan, we
distribute our products through independent distributors. In addition, over the course of the past several years, we have focused on developing long-term
strategic partnerships with platform vendors, business intelligence vendors, resellers, VARs, OEMs, system integrators and managed service providers and
other business partners, including leading global-class partners such as AWS, Google, Hortonworks, HP, IBM, Microsoft, Oracle, SAP and Teradata. While we
view our partnerships with these OEMs and other business partners as strategic, sales through indirect channels represented less than 25% of our license
revenues in each of the past three years.

Sales Cycles. Our customers typically use our products to deploy and enable the use of applications that are critical to their business. As a result, the
licensing and implementation of our products generally involves a significant commitment of attention and resources by prospective customers and, at times,
the sales cycle for some of our products extends to 12 months. Because of the long approval process that typically accompanies strategic initiatives or capital
expenditures by companies, and particularly with respect to the sale of our large-scale solutions, our sales process is often delayed, with little or no control by
us over any delays. Our sales cycle can be further extended for sales made through or with the involvement of third party distributors or partners. We cannot
control such delays and cannot control the timing of sales cycles or our sales revenue.
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Customer Services
We provide the following services to our customers:

Hot-line Support. We provide technical advice and information on the use of our products. Our customer support is also responsible for publishing
technical bulletins and distributing new versions of software and program “patches”. Such hot-line customer support is typically provided through a
dedicated system as well as toll-free telephonic support during business hours, which, for an additional fee, can be extended to 24 hours a day, seven days a
week. We have hot-line operations in the United States, Israel and China. Support is provided via telephone, remote-access and e-mail and, in the case of our
Attunity Gold Client Solutions, also through dedicated website resources that include videos and other documentation. A substantial majority of our
customers are covered by support contracts, with, in some cases, services being provided by local subcontractors or resellers.

Training. We offer on-site and online learning programs, which typically include product use education, product troubleshooting and system
management. Our customers receive documentation that includes user manuals, reference manuals, tutorials, installation guides and release notes.

Professional Services. We offer consulting services and system integration assistance to customers, which typically include assistance with
implementation of our software solutions, including software configuration specific to the customer’s environment, testing and deployment needs and best
practices advice.

Seasonality

Our business is subject to seasonal trends. We have often recognized a substantial portion of our revenues in the fourth quarter ending December 31
and, within each quarter, often in the last month, or even weeks or days, of a quarter. This is primarily because many customers of ours tend to make greater
capital expenditures towards the end of their own fiscal years, thereby increasing our sales for the fourth quarter. We expect to continue to be affected by such
trends in the future, including the relatively lower sales that we typically experience in the first quarter ending March 31, mainly as a result of reduced sales
activity during the beginning of the calendar year following the increased purchase activity of our customers in the fourth quarter.

Customers

Our products are sold, directly and indirectly, primarily to large and medium-size enterprises engaged in all areas of industry, including financial
services, healthcare, insurance, energy, telecommunications, manufacturing, retail, pharmaceuticals and the supply chain industry, including governmental
and public institutions. As described under “Sales and Marketing” above, our products are also sold indirectly through a number of business partners,

including world-class OEM partners and regional resellers.

For the years ended December 31,2016 and 2014, no single customer accounted for more than 10% of the Company's total revenues. For the year
ended December 31,2015, one of our customers accounted for approximately 12.6% of our revenues.
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In the past three years, a substantial majority of our license revenues were derived from our connectivity and data replication products. The balance
oflicense revenues were derived from our SAP test data management solutions as well as file transfer and replication products and, starting 2015, also from
our Attunity Visibility product.

In the past three years, a substantial majority of our maintenance and services revenues were derived from our connectivity and data replication
products (including Attunity Gold Client Solutions) as well as from maintenance of our file replication products.

In terms of geographic markets in the past three years, a substantial majority of our revenues were from sales in North America (71% in 2016) and
Europe (21% in 2016).

For additional details regarding the breakdown of our revenues in the past three years by geographical distribution and by activity, see Item 5.4
“Operating and Financial Review and Prospects — Operating Results — Results of Operations”.

Competition and Pricing

General: The IT marketplace is highly competitive and has few barriers to entry. The primary competitive factors affecting sales of our products are
product performance and features, depth of product line, technical support and price. We compete both with international and local software vendors, many
of whom have significantly greater financial, technical and marketing resources than us.

In 2015, we identified a trend, which continued in 2016, whereby large enterprises are accelerating the deployment of data across new platforms with
increasing need for software solutions that can enable Hadoop, NoSQL and SQL technologies to work together and be deployed seamlessly in the public
cloud, private cloud or an on-premises infrastructure. We anticipate continued growth and competition in this market and, consequently, the entrance of new
competitors into the market or intensified competition. These new entrants may introduce new competing solutions, some of which may be superior or even
disruptive to ours, including open source offerings of competing solutions. For example, in 2015, Oracle introduced new solutions for integrating Big Data,
and Informatica, which was acquired by private equity firms in 2015, introduced a new software platform to address the new Big Data platforms. Furthermore,
future consolidation and mergers in our market may result in stronger competition by larger companies that threatens our market positioning.

Data Replication: The competitors with our data replication offering include IBM, Informatica and Oracle (through GoldenGate). Our existing and
potential competitors may be able to develop software products and services that are as effective as, or more effective or easier to use, than those offered by
us. Such existing and potential competitors may also enjoy substantial advantages over us in terms of research and development resources, manufacturing
efficiency, name recognition, sales and marketing expertise, distribution channels, as well as financial resources. However, we believe that our data
replication products are generally competitive in price and features and have certain advantages as compared to competitors’ products.

Managed File Transfer (MFT): Our competitors in the MFT market include the larger global software and middleware vendors, such as IBM
(Sterling Commerce), Axway Software SA and Tibco Software Inc.; mid-tier software vendors, such as Globalscape Inc. and Ipswitch Inc.; and SaaS vendors
such as Box.net and Dropbox. The MFT market is highly competitive with the larger global software vendors possessing significant advantages over us in
terms of stronger global brand recognition, current feature sets, research and development resources, and sales infrastructure. Additionally, we face increased
competition from SaaS vendors who offer low first-year product acquisition costs. We believe that our MFT solution remains competitive, primarily where
such solution is already installed by existing customers.
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Enterprise File Replication (EFR): Our competitors in the EFR market include the major platform vendors such as Microsoft, IBM and HP; the large
storage management vendors such as EMC, CA Inc. and Symantec; mid-tier replication vendors such as Vision Solutions, Inc.; and other providers of open
source and freeware solutions. The larger commercial vendors have strong visibility and penetration with storage management processes such as de-
duplication and archival processes. The open source and freeware solutions offer significant cost benefits compared to our and other commercial solutions.
However, we believe our EFR solution is competitive in its ability to reliably manage massive file/folder structures, its ability to address organizations with
large numbers of server endpoint connected over WAN links, and our low total cost of ownership.

SAP Data Replication and Management: Our competitors in the SAP data replication and management market include major platform vendors, such
as SAP itself, global software solutions and consulting services vendors, such as Informatica. Our competitors in this market enjoy advantages over us in
terms of stronger global brand recognition and greater research and development and sales resources. However, we believe our solutions for SAP data are
competitive in their ability to offer a rich portfolio of features and a quick implementation process, and deliver a quick total return on investment.

Data Warehouse Automation: Our competitors in the data warechouse automation market are primarily the traditional ETL vendors like Informatica
and IBM. Our competitors in this market enjoy advantages over us in terms of stronger global brand recognition, research and development resources and
sales infrastructure. However, we believe our data warehouse automation solutions deliver a modern alternative to these competitors’ traditional software that
require significant developer investment that increases total costs and time to value. With an innovative model-driven technology, our data warehouse
automation software can automate substantial parts of the process of making data ready for BI and analytics, significantly reducing the need for ETL
development.

Data Usage Analytics: Our competitors in the data usage analytics market consist primarily of tools provided by data warehouse vendors, such as
Teradata and Oracle. Our competitors in this market enjoy advantages over us in terms of stronger global brand recognition and greater research and
development and sales resources. However, these vendors’ tools are limited to their respective data warehouse, whereas our Attunity Visibility solution
supports a broad range of data warehouses as well as Hadoop, providing unified analytics across many Big Data environments. We also believe that our
solution provides more robust measurement and deeper analytics for data usage compared with traditional data warehouse tools that focus on operational
monitoring.

Intellectual Property Rights and Software Protection

Except for our trademark registrations in the United States, we do not have any other registered trademarks, patents or copyrights. To protect our
software, documentation and other written materials, we primarily rely upon a combination of security devices, copyrights, trademarks, trade secret laws and
contractual restrictions to protect our proprietary rights in our products. Our policy has been to pursue copyright protection for our software and related
documentation and trademark registration of our product names. In addition, our employees and independent contractors are generally required to sign
non-disclosure agreements.

We have obtained trademark registrations in the U.S. for, among others, Attunity, Attunity Connect, Attunity Replicate, RepliWeb, Gold Client and
Appfluent.

We believe that copyright protection, which generally applies whether or not a license agreement exists, is sufficient to protect our proprietary rights
in our products. We do not currently own any registered copyrights. Our policy is for our customers to sign non-transferable software license agreements
providing contractual protection against unauthorized use of the software. Preventing the unauthorized use of software is difficult, and unauthorized software
use is a persistent problem in the software industry. However, we believe that, because of the rapid pace of technological change in the software industry, the
legal protections for our products are less significant factors in our success than the knowledge, ability and experience of our employees, the frequency of
product enhancements and the timeliness and quality of support and professional services provided by us.
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Government Regulations
General

Israel has the benefit of a free trade agreement with the United States which, generally, permits tariff-free access into the United States for products
produced by us in Israel. In addition, as a result of an agreement entered into by Israel with the European Union, or the EU, and countries remaining in the
European Free Trade Association, or EFTA, the EU and EFTA have abolished customs duties on Israeli industrial products.

Grants from the IIA-

The Government of Israel encourages research and development projects through grants from the IIA pursuant to the R&D Law. Under the terms of
these grants, a royalty of 3% to 5% is due on revenues from sales of products and related services that incorporate know-how developed, in whole or in part,
within the framework of projects funded by the IIA.

We have not received IIA grants since 2000 and, since 2006, we have not had any liability to pay royalties to the IIA. Nevertheless, the R&D Law
provides that know-how developed under an approved research and development program or rights associated with such know-how (1) may not be transferred
to third parties in Israel without the approval of the IIA (such approval is not required for the sale or export of any products resulting from such research or
development) and (2) may not be transferred to any third parties outside Israel, except in certain special circumstances and subject to the IIA’s prior approval,
which approval, ifany, may generally be obtained, in the following cases: (a) the grant recipient pays a portion of the sale price paid in consideration for
such ITA-funded know-how (according to certain formulas, which may result in repayment of up to 600% of the grant amounts plus interest), (b) the grant
recipient receives know-how from a third party in exchange for its IIA know-how, or (c) such transfer of [IA-funded know-how arises in connection with
certain types of cooperation in research and development activities.

The R&D Law also imposes reporting requirements with respect to certain changes in the ownership of a grant recipient. The law requires the grant
recipient and its controlling shareholders and non-Israeli interested parties to notify the IIA of any change in control of the recipient or a change in the
holdings of the means of control of the recipient that results in a non-Israeli becoming an interested party directly in the recipient and requires the new non-
Israeli interested party to undertake to the IIA to comply with the R&D Law. In addition, the rules of the IIA may require additional information or
representations in respect of certain of such events. For this purpose, “control” is defined as the ability to direct the activities of a company other than any
ability arising solely from serving as an officer or director of the company. A person is presumed to have control if such person holds 50% or more of the
means of control of a company. “Means of control” refers to voting rights or the right to appoint directors or the chief executive officer. An “interested
party” of a company includes a holder of 5% or more of its outstanding share capital or voting rights, its chief executive officer and directors, someone who
has the right to appoint its chief executive officer or at least one director, and a company with respect to which any of the foregoing interested parties owns
25% or more of the outstanding share capital or voting rights or has the right to appoint 25% or more of the directors. Accordingly, any non-Israeli who
acquires 5% or more of our ordinary shares will be required to notify the IIA that it has become an interested party and to sign an undertaking to comply with
the R&D Law.

A major amendment to the R&D Law became effective on January 1, 2016. This amendment may create uncertainty in respect of the terms of our
existing and/or future IIA programs and incentives we may be eligible for as it empowers a new authority, the IIA, established under the R&D Law to issue
new guidelines in connection therewith (pursuant to this amendment, the IIA is to be established by July 28,2018 and the said guidelines are to be adopted
within a year thereafter).
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C. Organizational Structure

Our wholly owned subsidiaries act primarily as sales, marketing and customer service organizations in the countries where they are incorporated and
in most instances for neighboring countries. The following table sets forth the legal name, location and country of incorporation and percentage ownership
of'each of our current principal operating subsidiaries (direct and indirect):

Country of Ownership
Subsidiary Name Incorporation Percentage
Attunity Inc. United States 100%
Attunity (UK) Limited United Kingdom 100%
Attunity (Hong Kong) Ltd. Hong-Kong 100%
Attunity Israel (1992) Ltd. Israel 100%

D. Property, Plants and Equipment

General. Other than the leased properties described below, we do not own or lease any material tangible fixed assets. We believe that these offices
and facilities are suitable and adequate for our operations as currently conducted and as currently foreseen. In the event additional or substitute offices and
facilities are required, we believe that we could obtain such offices and facilities at commercially reasonable rates.

Israel. Our executive offices, including research and development facilities, are located in the industrial park of Kfar Saba, Isracl. We lease
approximately 18,385 square feet of office space pursuant to a lease that expires in February 2018 and may be extended for two additional periods of three
years each. The aggregate annual rent for our Israeli facilities was approximately $590,000 and $570,000 in each 0f 2016 and 2015, respectively. We
provided our Israeli office lessor with a bank guarantee in the amount of approximately $430,000 to secure our obligations under the lease.

North America. We lease approximately 12,487 square feet of office space in Burlington, Massachusetts; approximately 2,500 square feet of office
space in Coconut Creek, Florida; approximately 4,300 square feet of office space in Buffalo Grove, Illinois; and approximately 550 square feet of office space

in Newport Beach, California. The aggregate annual rent of these facilities was approximately $585,000 in 2016, compared with $461,000 in 2015.

Other Locations. We lease an aggregate of approximately 1,400 square feet of office space in Chertsey, England and approximately 1,760 square
feet of office space in Hong Kong. The aggregate annual rent for these premises was approximately $366,000 in 2016, compared with $316,000 in 2015.

ITEM 4A. UNRESOLVED STAFF COMMENTS

Not applicable.
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ITEMS. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements, which have
been prepared in accordance with U.S. GAAP. Our operating and financial review and prospects should be read in conjunction with our financial
statements, accompanying notes thereto and other financial information appearing elsewhere in this annual report.

A. Operating Results
Overview

We were founded in 1988 and became a public company in the United States in 1992. We have been delivering software solutions to organizations
around the world for over twenty years and we are now a leading provider of data integration and Big Data management software solutions that enable
availability, delivery; and management of data across heterogeneous enterprise platforms, organizations, and the cloud.

Our software solutions benefit our customers’ businesses by enabling real-time access and availability of data and files where and when needed,
across the maze of heterogeneous systems making up today’s IT environment. Our software is commonly used for projects such as data warehousing, Hadoop,
Bl and Big Data analytics, reporting, migration and modernization, data consolidation and distribution, and cloud initiatives.

Through direct sales as well as distribution, OEM agreements and strategic relationships with leading global-class partners, our solutions have been
deployed at thousands of organizations worldwide in all areas of industry, including financial services, healthcare, insurance, energy, telecommunications,
manufacturing, retail, pharmaceuticals and the supply chain industry.

Executive Summary

2016 Highlights

In 2016, our total revenues increased by 13% to approximately $54.5 million, compared with $48.2 million in 2015. Our total revenues were
comprised of:

e License revenues that increased by 8% to $28.7 million in 2016, compared with $26.6 million in 2015. The increase in license revenues mainly
resulted from increased demand for our Attunity Replicate solution, including our Attunity Replicate solution for Hadoop, which was partially
offset mainly by a decrease in sales of Attunity Visibility; and

e  Maintenance and services revenues that increased by 20% to $25.8 million, compared with $21.6 million in 2015. The increase is primarily due
to (1) license revenues generated throughout 2015 that contributed to higher maintenance revenues in 2016, and (2) an increase in service
revenues as larger implementations required additional professional services.

Due to increased expenses, as described below, our operating loss for 2016 was approximately $11.4 million, compared with $2.5 million for 2015.

Our operating loss contributed to a net loss of $10.7 million, or ($0.64) per diluted share, in 2016, compared with $3.6 million, or ($0.22) per diluted
share, in 2015.

We had cash and cash equivalents of approximately $9.2 million as of December 31,2016, compared with $12.5 million as of December 31, 2015.

This decrease in our cash position is mainly attributable to earn-out payments of, in the aggregate $1.9 million, that we made to Hayes’ former shareholders
and to cash used in operating activities of $0.8 million.
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Our shareholders’ equity decreased to $32.6 million as of December 31, 2016, compared to $38.3 million as of December 31,2015.

2017 Outlook
We identified the following key trends that we believe will continue to influence our market and the demand for our software solutions:

e The adoption of Hadoop across a variety of industries is growing rapidly worldwide. Organizations are adding it to their IT environments to
enable large scale and cost-effective processing of Big Data, as well as to archive and store less-used data in more economical storage /
infrastructure tiers. Likewise, the demand for data integration and loading solutions that support Hadoop and its technology ecosystem is
increasing.

e Big Data is a key target market for Attunity given our ability to enable large scale data ingest for data lakes and analytics, as well as analyze
data usage across Big Data systems. Our solutions facilitate the process of feeding data efficiently and in a managed way from a large volume of
data sources, as well as empowering customers to make informed decisions about where to place data across data warehouses and Hadoop
platforms.

e The already large open systems database, or DBMS, market, which is a target market for Attunity with our data replication software solutions,
continues to grow. In addition, there is continued and accelerated growth of the amounts of data stored and managed by organizations, as well
as a growing need and expectation by business users to have fresh and up-to-date information, sometimes referred to as information immediacy.

e Cloud computing, which is a target market for Attunity with our data replication software solutions, continues to grow significantly, with
numerous software vendors and integrators looking to invest substantial resources in this market.

e The “Industrial Internet of Things” refers to the integration of complex physical machinery with networked sensors and software (creating large
amounts of Big Data), together with machine-to-machine communication over wide distances, for the purpose of analyzing it all together (often
in real-time), to gain better insights. These insights enable organizations to adjust and optimize operations. This evolving trend is presenting
new opportunities for our solutions primarily because it creates large amounts of Big Data that require real-time access and availability.

e Data continues to have ongoing extensive growth and companies increasingly have a need to deploy, migrate and integrate this data across
distributed computing environments and into competent Big Data systems, including Hadoop.

While we believe that these trends will present significant opportunities for us, they also pose significant challenges and risks, including those
described under Item 3.D “Risk Factors” above.

In 2017, we intend to continue to invest in sales and marketing, developing and marketing new solutions and products, such as Replicate for SAP,
and enhancing existing solutions and products, including support for new partner solutions and markets. We believe that this strategy will enable us to
support continued sales growth and enhance market acceptance for our offerings.

Our ability to continue our growth and achieve profitability depends, in part, on the global economy and the growth rates and changes in
technology trends in industries in which we operate, as well as the level of market acceptance of our solutions. As such, our results may be adversely affected
if there is an economic slowdown, a decrease in the overall market’s IT spending, a reduction in the capital expenditures by companies in our target markets
or a failure of our new products to achieve market recognition.
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For additional details regarding our capital resources and contractual obligations, see Item 5.B “Operating and Financial Review and Prospects—
Liquidity and Capital Resources — Principal Financing Activities,” Item 5.B “Operating and Financial Review and Prospects— Liquidity and Capital
Resources —Outlook” and Item 5.F “Operating and Financial Review and Prospects— Tabular Disclosure of Contractual Obligations.’

’

Critical Accounting Policies

The preparation of financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
On an on-going basis, we evaluate our estimates and judgments, including, but not limited to those related to (1) revenue recognition; (2) stock-based
compensation; (3) liabilities presented at fair value; (4) provisions for income taxes; (5) goodwill; and (6) intangible assets. We base our estimates and
judgments on historical experience and on various other factors that are believed to be reasonable under the circumstances, the results of which form the basis
for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Under different assumptions or
conditions, actual results may differ from these estimates.

We believe that the following significant accounting policies are the basis for the most significant judgments and estimates used in the preparation
of our consolidated financial statements.

Revenue Recognition. We generate revenues mainly from license fees and sub-license fees for the right to use our software products, maintenance,
support, consulting and training services. We sell our products primarily through our direct sales force to customers and indirectly through distributors,
OEMSs and VARs. Both the customers and the distributors or resellers are considered end users. We are also entitled to fees from some of our OEMs and
VARSs upon the sublicensing of our software to end users. We account for software sales in accordance with Accounting Standards Codification, or ASC, No.
985-605, “Software Revenue Recognition”, or ASC No. 985-605.

Revenues from license and services fees are recognized when persuasive evidence of an arrangement exists, delivery of the product has occurred or
the services have been rendered, the fee is fixed or determinable and collectability is probable. We usually do not grant a right of return to our customers.

We determine that persuasive evidence of an arrangement exists with respect to a customer when we have a purchase order from the customer, and a
written contract or an approved quote, which is signed by both us and the customer (documentation is dependent on the business practice for each type of
customer).

Our software may be either physically or electronically delivered to the customer. We determine that delivery has occurred upon shipment of the
software or when the software is made available to the customer through electronic delivery, when the customer has been provided with access codes that
allow the customer to take immediate possession of the software on its hardware. We consider all arrangements with payment terms extending beyond five
months not to be fixed or determinable. Ifthe fee is not fixed or determinable, revenue is recognized as payments become due from the customer, provided
that all other revenue recognition criteria have been met.

We determine whether collectability is probable on a case-by-case basis. When assessing probability of collection, we consider the number of years

in business and history of collection. If we determine from the outset that collectability is not probable based upon our review process, revenue is recognized
as payments are received.
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With regard to software arrangements involving multiple elements, we allocate revenues to the different elements in the arrangement under the
“residual method,” in accordance with ASC No. 985-605, when Vendor Specific Objective Evidence, or VSOE, of fair value exists for all undelivered
elements. Under the residual method, at the outset of the arrangement with the customer, we defer revenue for the fair value of our undelivered elements
(maintenance, support and professional services) and recognize revenue for the remainder of the arrangement fee attributable to the elements initially
delivered in the arrangement (software product) when the basic criteria have been met. Any discount in the arrangement is allocated to the delivered element.

Our determination of fair value of each element in multiple-element arrangements is based on the price charged when the same element is sold
separately. We have established VSOE for professional services based on the hourly or daily rates we charge when we sell such services separately. VSOE for
maintenance and support is determined based upon the price charged for renewals of such services.

Fees from OEMs or VARs are calculated either as a percentage of the revenue generated by the seller on sales of our products, or as a percentage of
the OEM’s or VAR’s products in which our products are embedded, as specified in the applicable agreement. Those revenues are recognized on a quarterly
basis in arrears based on reports received from the OEM or VAR.

Maintenance and support revenue included in multiple element arrangement is deferred and recognized on a straight-line basis over the term of the
maintenance and support agreement.

Services revenues are recognized as the services are performed.

Deferred revenues include unearned amounts received under maintenance and support contracts and amounts charged to customers but not
recognized as revenues.

Stock-based Compensation. We account for equity-based compensation in accordance with ASC No. 718, “Compensation — Stock Compensation.”
Under the fair value based measurement approach of this statement, stock-based compensation cost is measured at the grant date based on the fair value of the
award and is recognized as an expense ratably on a straight line basis over the requisite service period. Determining the fair value of stock-based awards at the
grant date requires the exercise of judgment, as well as the determination of the amount of stock-based awards that are expected to be forfeited. If actual
forfeitures differ from our estimates, equity-based compensation expense and our results of operations would be impacted.

The fair value of each RSU is the market value as determined by the closing price of the ordinary share prior to the day of grant.

We estimate the fair value of employee stock options using a Black-Scholes-Merton valuation model. The fair value of an award is affected by our
share price on the date of grant as well as other assumptions, including the estimated volatility of our share price over the expected term of the awards, and
the estimated period of time that we expect employees to hold their stock options. The risk-free interest rate assumption is based upon U.S. Treasury interest
rates appropriate for the expected life of the awards. We use the historical volatility of our ordinary shares in order to estimate future share price trends. The
expected term of options granted is derived from the historical option exercises, post-vesting cancellations, and estimates concerming future exercises and
cancellations for vested and unvested options that remain outstanding. Our expected dividend rate is zero since we do not currently pay cash dividends on
our common stock and do not anticipate doing so in the foreseeable future.

Liabilities Presented at Fair Value. The Plenus Right (see Item 10.C “Material Contracts — Plenus Loan” and Note 7 to our consolidated financial
statements) is considered as a derivative and classified as liability in accordance with ASC No. 815-40, “Contracts in Entity’s Own Equity”, or ASC No. 815-
40, and is marked to market at each reporting date. As of December 31,2016 and 2015, the liability associated with the Plenus Right amounted to $512,000
and $719,000, respectively.
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We determined the fair value of the Plenus Right taking into account data provided by a third-party valuation specialist who assisted us in estimating
the probability of occurrence of events triggering the exercisability of such right and used the Binomial model for options valuation; however, we are
ultimately responsible for determining the value. In the model: (1) the fair value is affected by our share price on the date of measurement as well as other
assumptions, including the estimated volatility of our share price over the term of this instrument; and (2) the risk-free interest rate assumption is based upon
U.S. Treasury interest rates appropriate for the term of this instrument. We use the historical volatility of our ordinary shares in order to estimate future share
price trends and our expected dividend rate is zero since we do not currently pay cash dividends on our ordinary shares and do not anticipate doing so in the
foreseeable future.

Provisions for Income Taxes. We are subject to income taxes in Israel, the United States and a number of other foreign jurisdictions. Significant
judgment is required in evaluating our uncertain tax positions and determining our provision for income taxes. Based on the guidance in ASC No. 740,
“Income Taxes”, we use a two-step approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax position for
recognition by determining if the weight of available evidence indicates that it is more likely than not that the position will be sustained on audit, including
resolution of related appeals or litigation processes, if any. The second step is to measure the tax expense or benefit as the largest amount that is more than
50% likely of being realized upon settlement.

Although we believe we have adequately reserved for our uncertain tax positions, no assurance can be given that the final tax outcome of these
matters will not be different. We adjust these reserves in light of changing facts and circumstances, such as the closing of a tax audit, the refinement of an
estimate or changes in tax laws. To the extent that the final tax outcome of these matters is different than the amounts recorded, such differences will impact
the provision for income taxes in the period in which such determination is made. The provision for income taxes includes the impact of reserve provisions
and changes to reserves that are considered appropriate, as well as the related interest.

We also assess our ability to utilize tax attributes, including those in the form of carry forwards for which the benefits have already been reflected in
the financial statements. We do not record valuation allowances for deferred tax assets that we believe are more likely than not to be realized in future
periods. While we believe the resulting tax balances as of December 31,2016 and 2015 are appropriately accounted for, the ultimate outcome of such matters
could result in favorable or unfavorable adjustments to our consolidated financial statements and such adjustments could be material. See Note 11 to our
consolidated financial statements included elsewhere in this annual report for further information regarding income taxes and the discussion under "We
may be required to pay additional taxes due to tax positions that we undertook"” in Item 3.D. "Risk Factors" above.

Our income tax may be subject to audits by the tax authorities which may result in proposed assessments. We believe that we adequately provided
for any reasonably foreseeable outcomes related to tax audits and settlement. However, our future results may include favorable or unfavorable adjustments to
our estimated tax liabilities in the period the assessments are made or resolved, audits are closed or when statutes of limitation on potential assessments
expire.

Goodwill. Goodwill is measured as the excess of the cost of acquisition over the sum of the amounts assigned to tangible and identifiable intangible
assets acquired less liabilities assumed. We review goodwill for impairment at least annually, typically on October 315t of each year, or more frequently if
events or changes in circumstances indicate that the carrying value of goodwill may not be recoverable. We operate in one operating segment and this
segment comprises the only reporting unit. We test goodwill using the two-step goodwill impairment process in accordance with ASC No. 350, “Intangibles-
Goodwill and Other”. The first step, identifying a potential impairment, compares the fair value of the reporting unit with its carrying amount. If the carrying
amount exceeds its fair value, the second step will be performed; otherwise, no further step is required. The second step, measuring the impairment loss,
compares the implied fair value of the goodwill with the carrying amount of the goodwill. Any excess of the goodwill carrying amount over the applied fair
value is recognized as an impairment loss, and the carrying value of goodwill is written down to fair value. During 2016,2015 and 2014, no impairment of
goodwill has been identified.
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Intangible assets. Intangible assets consist of core technology, customer relationships and non-competition agreements. We review intangible assets
carrying amount whenever events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. Recoverability of these
assets is measured by comparison of the carrying amount of each asset (or asset group) to the future undiscounted cash flows the asset (or asset group) is
expected to generate. If the asset is considered to be impaired, the amount of any impairment is measured as the difference between the carrying value and the
fair value of the impaired asset. During 2016, we recorded a $4.1 million impairment charge on acquisition-related intangible assets. This impairment was
based upon forecasted discounted cash flows which took into account reduced sales trends of products that are based on the Appfluent technology. During
2015, and 2014, no impairment of intangible assets has been identified. See Note 2(h) to our consolidated financial statements for additional information on
accounting of intangible assets.

Recently Issued Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-09, "Revenue from Contracts with Customers (Topic 606)", which amends the existing accounting
standards for revenue recognition. The FASB has recently issued several amendments to the standard, including clarification on accounting for licenses of
intellectual property and identifying performance obligations. We are currently evaluating the timing and method of adoption of the new revenue standard

and also the impact that the new revenue standard will have on our consolidated financial statements and related disclosures.

For information with respect to ASU No. 2014-09 and other recent accounting pronouncements, see Note 2(u) to our consolidated financial
statements included in this annual report.

Results of Operations
The following discussion of our results of operations for the years ended December 31,2016,2015 and 2014, including the following table, which
presents selected financial information data in dollars and as a percentage of total revenues, is based upon our statements of operations contained in our

financial statements for those periods, and the related notes, included in this annual report.

On March 18,2015, we completed the acquisition of Appfluent. As a result of this transaction, the revenues and expenses of Appfluent are
consolidated with our results of operations starting March 18,2015. See Note 3 to our consolidated financial statements included in this annual report.
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Year Ended December 31,
(dollars in thousands)

2016 2015 2014
Software licenses 53% $ 28,653 55% $ 26,568 56% $ 20,128
Maintenance and services 47% 25,841 45% 21,600 44% 15,524
Total Revenues 100% 54,494 100% 48,168 100% 35,652
Operating expenses:
Cost of software licenses 4% 2,143 5% 2,518 2% 890
Cost of maintenance and services 12% 6,637 10% 4,760 7% 2,431
Research and development 24% 13,283 23% 11,139 26% 9,316
Selling and marketing 64% 35,089 57% 27,381 54% 19,136
General and administrative 8% 4,594 10% 4,857 11% 3,944
Impairment of acquisition-related
intangible assets 8% 4,122 - - - -
Total operating expenses 121% 65,868 105% 50,655 100% 35,717
Operating loss 2H)% (11,374) 5)% (2,487) * (65)
Financial expenses, net 3 (54) 1% (576) 3% (893)
Loss before taxes on income 2H% (11,428) (6)% (3,063) 3)% (958)
Income tax benefit (taxes on income) 1% 735 1% (546) 2% (734)
Net loss 20)% $ (10,693) 7% $ (3,609) 5)% $ (1,692)

* Less than 1%
Comparison of Years Ended December 31,2016,2015 and 2014

Revenues. Our revenues are derived primarily from software licenses, maintenance and services. For additional details regarding the manner in which
we recognize revenues, see the discussion under the caption “Critical Accounting Policies - Revenue Recognition” above.

The following table provides a breakdown of our revenues by type of revenues, relative percentages out of total revenues during the last three fiscal
years as well as the percentage change between such periods (dollars in thousands):

Percent change  Percent change

2016 2015 2014 2016 vs. 2015 2015 vs. 2014
Software licenses $ 28,653 53% $§ 26,568 55% $ 20,128 56% 8% 32%
Maintenance and services 25,841 47% 21,600 45% 15,524 44% 20% 39%
Total $ 54,494 100% $ 48,168 100% $ 35,652 100% 13% 35%
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The following table provides a breakdown by geographical area of our revenues (including maintenance and services revenues), relative percentages
out of total revenues during the last three fiscal years as well as the percentage change between such periods (dollars in thousands):

Percent change Percent change

2016 2015 2014 2016 vs. 2015 2015 vs. 2014

North America $ 38,769 71% $ 36,236 75% $ 25,993 74% 7% 39%
Europe 11,342 21% 7,795 16% 6,085 17% 46% 28%
APAC 3,337 6% 2,838 6% 2227 6% 18% 27%
Israel 535 1% 662 2% 817 2% (19)% (19)%
Other 511 1% 637 1% 530 1% (20)% 20%
Total $ 54494 100% $ 48,168 100% $ 35,652 100% 13% 35%

In 2016, our total revenues increased by 13% to approximately $54.5 million, compared with $48.2 million in 2015. Total revenues were comprised
of:

e License revenues that increased by 8% to $28.7 million in 2016, compared with $26.6 million in 2015. The increase in license revenues mainly
resulted from increased demand for our Attunity Replicate solution, including our Attunity Replicate solution for Hadoop, which was partially
offset mainly by a decrease in sales of Attunity Visibility; and

e  Maintenance and services revenues that increased by 20% to $25.8 million, compared with $21.6 million in 2015. The increase is primarily due
to (1) license revenues generated throughout 2015 that contributed to higher maintenance revenues in 2016, and (2) an increase in service
revenues as larger implementations required additional professional services.

In 2015, our total revenues increased by 35% to approximately $48.2 million, compared with $35.7 million in 2014. Total revenues were comprised
of

e License revenues that increased by 32% to $26.6 million in 2015, compared with $20.1 million in 2014. The increase in license revenues
mainly resulted from (1) revenues from the previously announced strategic technology license agreement with a cloud service provider, (2)
revenues from sales of Attunity Visibility (associated with the acquisition of Appfluent in March 2015), and (3) increased demand for our
Attunity Replicate solution, including our Attunity Replicate solution for Hadoop; and

e Maintenance and services revenues that increased by 39% to $21.6 million, compared with $15.5 million in 2014. The increase is primarily due
to (1) license revenues generated throughout 2014 that contributed to higher maintenance revenues in 2015, (2) maintenance revenues from
Attunity Visibility (associated with the acquisition of Appfluent in March 2015), and (3) an increase in service revenues as larger
implementations required additional professional services.

While our revenues increased between 2014 and 2016 primarily in North America (from approximately $26.0 million in 2014 to $38.8 million in

2016) and in the EMEA (Europe, the Middle East and Africa) region (from approximately $6.1 million in 2014 to $11.3 million in 2016), we believe the
change in our revenues is primarily related to the aforesaid factors, rather than a specific demand for our products in any region.
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Cost of Revenues. Cost of software license revenues consists of amortization of core technology acquired. Cost of maintenance and services
consists primarily of salaries of employees performing the maintenance and consulting services and related overhead.

The following table sets forth a breakdown of our cost of revenues between license and maintenance and services for the last three fiscal years as well
as the percentage change between such periods (dollars in thousands):

Percent change Percent change

2016 2015 2014 2016 vs. 2015 2015 vs. 2014
Cost of software licenses $ 2,143 $ 2,518 $ 890 (15)% 183%
Cost of maintenance and services 6,637 4,760 2,431 39% 96%
Total $ 8,780 § 7278 $ 3,321 21% 119%

Our cost of revenues increased to approximately $8.8 million in 2016 from approximately $7.3 million in 2015. This increase is mainly due to an
increase of employee related compensation of approximately $1.5 million mainly due to an increase in professional services and support personnel, which
was partially offset by a decrease of approximately $0.4 million associated with amortization of core technology acquired in connection with our
acquisitions of Appfluent, Hayes and BIReady. The headcount of customer support personnel, including professional services personnel, increased (1) from
33 at the end 0f 2015 to 37 at the end 0f2016 and (2) on an average basis, from an average of 30 during 2015 to an average of 36 during 2016.

Our cost of revenues increased to approximately $7.3 million in 2015 from approximately $3.3 million in 2014. This increase is mainly due to (1) an
increase of employee related compensation of approximately $2.1 million mainly due to an increase in professional services personnel, and (2) an increase of
approximately $1.6 million associated with amortization of core technology acquired in connection with our acquisitions of Appfluent, Hayes and BIReady.
The headcount of customer support personnel and professional services personnel, increased (1) from 19 at the end 0f2014 to 33 at the end 0f 2015 and (2)
on an average basis, from an average of 17 during 2014 to an average of 30 during 2015.

Operating Expenses. The following table sets forth a breakdown of our operating expenses (excluding cost of revenues) for the last three fiscal years
as well as the percentage change between such periods (dollars in thousands):

Percent change Percent change

2016 2015 2014 2016 vs. 2015 2015 vs. 2014
Research and development $ 13,283 § 11,139 $ 9,316 19% 20%
Selling and marketing 35,089 27,381 19,136 28% 43%
General and administrative 4,594 4,857 3,944 )% 23%
Impairment of acquisition-related intangible assets 4,122 - - N/A N/A
Total $ 57,088 $ 43377 S 32,396 32% 34%

Research and Development. Research and development, or R&D, expenses consist primarily of salaries of employees engaged in on-going research
and development activities and other related costs.
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Total R&D costs increased by approximately 19% from $11.1 million in 2015 to $13.3 million in 2016. This increase is mainly due to an increase of
approximately $1.7 million in our employee salaries and benefits expenses, and equity-based compensation. The headcount of R&D personnel increased (1)
from 80 at the end 0f 2015 to 82 at the end 0f 2016 and (2) on an average basis, from an average of 76 during 2015 to an average of 83 during 2016.

Total R&D costs increased by approximately 20% from $9.3 million in 2014 to $11.1 million in 2015. This increase is mainly due to (1) the
contribution of Appfluent to our R&D costs of approximately $1.2 million and (2) an increase of approximately $0.6 million in our employee related costs
and equity-based compensation. The headcount of R&D personnel increased (1) from 63 at the end 0f2014 to 80 at the end 0of2015 and (2) on an average
basis, from an average of 61 during 2014 to an average of 76 during 2015.

Selling and Marketing. Selling and marketing expenses consist primarily of costs relating to compensation and overhead to sales, marketing and
business development personnel, travel and related expenses, and sales offices maintenance and administrative costs.

Selling and marketing expenses increased by approximately 28% to $35.1 million in 2016 from $27.4 million in 2015. This increase is primarily
due to (1) an increase of approximately $3.2 million in costs related to the expansion of our sales and marketing teams, consistent with the strategy to
increase our global footprint, (2) increased sales commission expenses (due to higher revenues) of approximately $2.0 million, (3) a net gain of $1.8 million
recorded in 2015 due to a reversal of the previously accrued milestone-based contingent payment to Appfluent former shareholders, (4) an approximately
$0.4 million increase in equity-based compensation, and (5) additional investment in marketing activities of approximately $0.3 million. Our sales and
marketing teams' headcount increased (1) from 102 employees as of December 31,2015 to 104 employees as of December 31,2016 and (2) on an average
basis, from an average of 92 during 2015 to an average of 107 during 2016.

Selling and marketing expenses increased by approximately 43% to $27.4 million in 2015 from $19.1 million in 2014. This increase is primarily
due to (1) an increase of approximately $4.8 million in costs related to the expansion of our sales and marketing teams, consistent with the strategy to
increase our global footprint, (2) additional investment in marketing activities, such as trade shows, seminars and marketing programs, of approximately $1.1
million to support this expansion, (3) the contribution of Appfluent to our selling and marketing expenses of approximately $2.2 million of additional
expenses, (4) an increase of $1.0 million in travel and rent expenses, and (5) an increase in equity-based compensation expenses of approximately $0.8
million. The increase in sales and marketing expenses was partially offset by $2.1 million related to the change in fair value of previously accrued milestone-
based contingent payments. Our sales and marketing teams' headcount increased (1) from 70 employees as of December 31, 2014 to 102 employees as of
December 31,2015 and (2) on an average basis, from an average of 63 during 2014 to an average of 92 during 2015.

General and Administrative. General and administrative expenses consist primarily of compensation costs for finance, general management and
administration personnel, and legal, audit, and other administrative costs.

General and administrative expenses decreased by approximately 5% to $4.6 million in 2016 from $4.9 million in 2015. The decrease is primarily
attributable to expenses of approximately $0.6 million, mainly associated with the acquisition of Appfluent, incurred in 2015, which was partially offset by
an increase in equity-based compensation expenses of approximately $0.3 million.

General and administrative expenses increased by approximately 23% to $4.9 million in 2015 from $3.9 million in 2014. The increase is primarily

attributable to (1) a one-time increase in corporate and legal expenses, mainly associated with the acquisition of Appfluent, of approxima