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MAGICJACK VOCALTEC LTD.
12 Haomanut Street, 274 Floor
Poleg Industrial Area, Netanya, Israel 42504

NOTICE OF EXTRAORDINARY GENERAL MEETING OF SHAREHOLDERS

Notice is hereby given that an extraordinary general meeting of shareholders of magicJack VocalTec Ltd. (the
“Company”’) will be held at the offices of Bryan Cave LLP, 1290 Avenue of the Americas, 35Floor, New York, NY
10104, at 10:00 a.m. local time on Monday, March 19, 2018 (the “Meeting”).

At the Meeting, shareholders of the Company will be asked to consider and vote on the following proposals:

Approval of the Agreement and Plan of Merger (the “Merger Agreement”), dated as of November 9, 2017, by and
among the Company, B. Riley Financial, Inc., a Delaware corporation (“Parent”) and B. R. Acquisition Ltd., an Israeli

1.corporation and an indirect wholly owned subsidiary of Parent (“Merger Sub”), and the terms of the merger
contemplated thereby;

Approval, in accordance with the requirements of the Israeli Companies Law, 5759-1999, as currently amended (the
“Companies Law”), of an amendment to the employment agreement and an amendment to the restricted stock

2.agreement with the Company’s President and Chief Executive Officer, Don C. Bell 111, related to the transactions
contemplated by the Merger Agreement;

Approval, on a non-binding, advisory basis, of certain compensation that will be paid or may become payable to our
3.named executive officers in connection with the merger; and

The transaction of such other business as may properly come before the Meeting and any adjournments or
"postponements thereof.

These proposals are described more fully in the attached proxy statement, which we urge you to read in its entirety.

Only shareholders of record at the close of business on February 7, 2018 will be entitled to attend and vote at the
Meeting. This notice and the accompanying proxy statement and proxy card are being first mailed to shareholders on
or about February 9, 2018.

This notice together with the accompanying proxy statement and proxy card, are available on the Company’s website
at www.vocaltec.com.

YOUR VOTE IS VERY IMPORTANT. Whether or not you intend to attend the Meeting in person, please take the
time to vote your shares by completing, signing and promptly mailing the enclosed proxy card to us in the enclosed,
postage-paid envelope. If you attend the Meeting, you may vote in person, whether or not you have already executed
and returned your proxy card. You may revoke your proxy card not later than 2 hours prior to the scheduled time of
the Meeting or at the Meeting itself if you attend the Meeting. If you revoke your proxy, you may only vote by
attending the Meeting in person.

By Order of the Board of Directors,
MAGICJACK VOCALTEC LTD.

Don Carlos Bell III
President and Chief Executive Officer
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MAGICJACK VOCALTEC LTD.
12 Haomanut Street, 274 Floor
Poleg Industrial Area, Netanya, Israel 42504

PROXY STATEMENT
EXTRAORDINARY GENERAL MEETING OF SHAREHOLDERS

We are furnishing this proxy statement to the holders of ordinary shares, no par value, of magicJack VocalTec Ltd., a
company organized under the laws of the State of Israel (referred to as “we,” “us” or the “Company”), in connection with the
solicitation by the Company’s board of directors (the “Board”) of proxies for use at an extraordinary general meeting of
shareholders and any adjournment or postponement thereof (the “Meeting”). The Meeting will be held on March 19,

2018 at 10:00 a.m. local time at the offices of Bryan Cave LLP, 1290 Avenue of the Americas, 35 Floor, New York,

NY 10104.

At the Meeting, you will be asked to consider and approve the following matters (the “Proposals”):

Approval of the Agreement and Plan of Merger (the “Merger Agreement”), dated as of November 9, 2017, by and
among the Company, B. Riley Financial, Inc., a Delaware corporation (“Parent”) and B. R. Acquisition Ltd., an Israeli

1.corporation and an indirect wholly owned subsidiary of Parent (“Merger Sub”), and the terms of the merger
contemplated thereby (the “Merger Proposal”);

Approval, in accordance with the requirements of the Israeli Companies Law, 5759-1999, as currently amended (the
“Companies Law”), of an amendment to the employment agreement and an amendment to the restricted stock

2.agreement with the Company’s President and Chief Executive Officer, Don C. Bell 111, related to the transactions
contemplated by the Merger Agreement (the “CEO Compensation Proposal”);

Approval, on a non-binding, advisory basis, of certain compensation that will be paid or may become payable to our
3.named executive officers in connection with the merger (the “Golden Parachute Payments Proposal”); and

4.The transaction of such other business as may properly come before the Meeting.

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” EACH OF THE
MERGER PROPOSAL, THE CEO COMPENSATION PROPOSAL AND THE GOLDEN PARACHUTE
PAYMENTS PROPOSAL.

YOUR VOTE IS VERY IMPORTANT.

The Board has set February 7, 2018 as the record date for determining shareholders entitled to notice of and to vote at
the Meeting. On that record date, the Company had 16,189,794 ordinary shares issued and outstanding and eligible to
vote at the Meeting. This proxy statement, notice and form of proxy are first being mailed to shareholders on
February 9, 2018.

Proxies will be solicited by the Company mainly by mail. Certain officers, directors, employees and agents of the
Company, none of whom will receive additional compensation, may solicit proxies by telephone, fax or other personal
contact. Additionally, we have engaged a proxy solicitor to assist with the solicitation of proxies and expect that the
cost of such proxy solicitor to be approximately $30,000. We will furnish copies of solicitation materials to brokerage
firms, nominees, fiduciaries and other custodians for forwarding to their respective principals. We will bear the cost of
soliciting proxies, including postage, printing and handling, and will reimburse the reasonable expenses of brokerage

10
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firms and others for forwarding material to beneficial owners of ordinary shares.

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting on a given Proposal is necessary for the approval of such Proposal. In addition: (1) with respect to the
approval of Proposal 1, the Merger Proposal, abstention votes and votes of Company shares held by Merger Sub,
Parent (or any other person who holds 25% or more of the means of control of Merger Sub), or anyone on their behalf
(including relatives or corporations controlled by such persons) will be excluded, and (2) the approval of Proposal 2,
the CEO Compensation Proposal, is also subject to the fulfillment of one of the following additional voting
requirements: (i) the majority of the shares that are voted at the Meeting in favor of Proposal 2, excluding abstentions,
must include at least a majority of the votes of shareholders who are not controlling shareholders and do not have a
personal interest in the Proposal or (ii) the total number of shares held by the shareholders mentioned in clause (i)
above that are voted against the Proposal does not exceed two percent of the aggregate voting rights in the Company.

11
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Under the Companies Law, a personal interest means a personal interest of a person in an act or transaction of a
company, including: (i) a personal interest of that person’s relative (which includes for these purposes a person’s
spouse, brother or sister, parent, parent’s parent, sibling and any sibling, brother, sister or parent of such person’s
spouse, or the spouse of any of the foregoing); or (ii) a personal interest of another entity in which that person or his or
her relative holds 5% or more of such entity’s issued shares or voting rights, has the right to appoint a director or the
chief executive officer of such entity, or serves as director or chief executive officer of such entity, including the
personal interest of a person voting pursuant to a proxy whether or not the proxy grantor has a personal interest. A
personal interest resulting merely from holding the Company’s shares will not be deemed a personal interest for
purposes of the Companies Law. If you do not state whether you have a personal interest in Proposal 2 by appropriate
indication on your proxy card or voting instruction card, you will be deemed to have a personal interest for the
purpose of the required vote detailed above and your vote will not be counted with respect to that Proposal.

Broker non-votes occur when a beneficial owner of shares held in “street name” does not give instructions to the broker
or nominee holding the shares as to how to vote on matters deemed “non-routine.” Generally, if shares are held in street
name, the beneficial owner of the shares is entitled to give voting instructions to the broker or nominee holding the
shares. If the beneficial owner does not provide voting instructions, the broker or nominee can still vote the shares

with respect to matters that are considered to be “routine,” but not with respect to “non-routine” matters. In the event that a
broker, bank, or other agent indicates on a proxy that it does not have discretionary authority to vote certain shares on

a non-routine proposal, then those shares will be treated as broker non-votes and will not be treated as either a vote “for”
or “against” a proposal. Under Israeli law, broker non-votes will not be counted as present for the purpose of
determining the presence or absence of a quorum for the transaction of business. All of the Proposals are considered
non-routine and brokers or other nominees may vote only those shares for which the beneficial owner has given
instructions on how to vote.

This proxy statement provides you with detailed information about the matters on which you are requested to vote
your shares. In addition, you may obtain information about the Company from documents filed with the United States
Securities and Exchange Commission (“SEC”). We encourage you to read the entire proxy statement carefully and to
vote your shares.

Important Notice Regarding the Availability of Proxy Materials for the Extraordinary General Meeting of
Shareholders to be Held on March 19, 2018: This proxy statement is available at www.vocaltec.com. If you would
like to obtain directions to be able to attend the Meeting in person, please call Thomas Fuller, the Company’s Chief
Financial Officer, at (561) 749-2255.

2
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QUESTIONS AND ANSWERS ABOUT
THE TRANSACTION AND THE MEETING

The following questions and answers briefly address some commonly asked questions about the proposed transactions
with Parent and Merger Sub, including the Merger Agreement and the Meeting. This section may not address every
question you have or include all the information that is important to you. magicJack VocalTec Ltd. urges

shareholders to carefully read this entire proxy statement, including the annexes and the other documents referred to
herein.

Except as specifically noted in this proxy statement, the terms “Company,” “we,” “our” or “us” and similar words refer to
magicJack VocalTec Ltd., including in certain cases its subsidiaries. Throughout this proxy statement, we refer to B.
Riley Financial, Inc. as either “B. Riley” or “Parent” and B. R. Acquisition Ltd. as “Merger Sub.” Additionally, unless
otherwise specified, references to “$” refer to the legal currency of the United States.

Shareholder votes are important. We encourage our shareholders to vote as soon as possible. For more specific
information on how to vote, please see the questions and answers in ‘“The Meeting” section below.

The Transaction
Q: What is the Transaction?

The Company, Parent and Merger Sub have entered into the Merger Agreement pursuant to which Parent proposes
to acquire all of the outstanding ordinary shares of the Company (other than those held by Parent, Merger Sub and
their subsidiaries) as a result of the merger of Merger Sub with and into the Company (the “Merger”) for $8.71 per

A:share in cash, without interest, which we refer to as the “Per Share Merger Consideration.” The transactions
contemplated by the Merger Agreement, including the Merger, are referred to as the “Transaction” for purposes of
this proxy statement. The Merger Agreement is attached to this proxy statement as Annex A. We encourage you to
review the Merger Agreement in its entirety.

Q: What will the Company’s shareholders receive when the Transaction occurs?

For every Company ordinary share held at the effective time of the Merger, the Company’s shareholders (other than
A:Parent, Merger Sub and their subsidiaries) will be entitled to receive $8.71 in cash, without interest, less any
applicable withholding taxes.

Q:How does the purchase price compare to the market price of the Company’s ordinary shares?

The purchase price of $8.71 per share to be received by the Company’s shareholders represents a premium of
approximately (i) 18.5% over the closing price of the Company’s ordinary shares on the NASDAQ Global Select
Market on March 14, 2017, the last completed trading day prior to the date that the Company announced that it had
_received unsolicited indications of interest and would be considering its strategic alternatives, (ii) 23.6% over the
"90-day average closing price of the Company’s ordinary shares for the period ended November 7, 2017, and (iii)
54.2% over the closing price of the Company’s ordinary shares on the NASDAQ Global Select Market on
November 8, 2017, the last completed trading day prior to the Company’s announcement that it entered into the
Merger Agreement.

The closing sale price of a Company ordinary share on the NASDAQ Global Select Market on February 6, 2018,

which was the last practicable trading day before the date of this proxy statement, was $8.38. You are encouraged to
obtain current market quotations for the Company’s ordinary shares in connection with voting your shares.

13
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Q:When do you expect the Transaction to be completed?

_The Transaction is subject to various closing conditions, including Company shareholder approval and regulatory
“approvals. We hope to complete the Transaction in the first half of 2018.

14
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Q: What are the other Proposals and how do they relate to the Transaction?

Proposal 2 relates to approving amendments to the employment agreement and the restricted stock agreement of the
Company’s Chief Executive Officer, Don C. Bell I, (i) to allow Mr. Bell to receive certain compensation upon the
consummation of the Merger and (ii) to postpone the vesting of the restricted share awards that were previously
granted to Mr. Bell and cause such awards to be forfeited upon the consummation of the Merger. These

A:arrangements were approved by our Compensation Committee and our Board on November 7, 2017 contingent
upon approval and execution of the Merger Agreement. These arrangements are described in more detail in “The
Transaction—Interests of Our Directors and Executive Officers in the Transaction—Golden Parachute
Compensation—Don C. Bell III Executive Employment Agreement” beginning on page 54 , and under Proposal 2
below.

Proposal 3 relates to approving, on a non-binding, advisory basis, certain compensation that will be paid or may
become payable to our named executive officers in connection with or as a result of the Transaction. These
arrangements were approved by our Board in connection with its approval of the Merger Agreement or will be made
pursuant to existing agreements between the Company and the executives. These arrangements are described in more
detail in “The Transaction—Interests of Our Directors and Executive Officers in the Transaction—Golden Parachute
Compensation” beginning on page 54, and under Proposal 3 below.

Q:How does the Board recommend that I vote on the Proposals?

The Board unanimously determined that it is in the best interest of the Company that the Company enter into the
‘Merger Agreement and consummate the Transaction, and unanimously recommends that you vote “FOR” the Merger
"Proposal. You should read the section entitled “The Transaction—Recommendation of the Board; Reasons for the

Transaction” beginning on page 38.

The Board also unanimously recommends that you vote “FOR” the CEO Compensation Proposal. Please review
Proposal 2, below.

The Board also unanimously recommends that you vote “FOR” the Golden Parachute Payments Proposal. See “The
Transaction—Interests of Our Directors and Executive Officers in the Transaction—Golden Parachute Compensation”
beginning on page 54 for more information.

Q: What effects will the Transaction have on the Company?

As a result of the Transaction, the Company will cease to be a standalone public company and will be an indirect
wholly owned subsidiary of Parent. The Company’s ordinary shares will no longer be publicly traded and will be

A:delisted from the NASDAQ Global Select Market. In addition, the Company’s ordinary shares will be deregistered
under the United States Securities Exchange Act of 1934, as amended (the “Exchange Act”), upon application to the
SEC, and we will no longer file periodic reports with the SEC.

Q: What will happen in the Transaction to the Company’s stock option awards?

A:With the exception of the options issued to Don C. Bell III, the Company’s Chief Executive Officer, each Company
stock option, whether or not vested or exercisable, that is unexpired, unexercised and outstanding immediately prior
to the effective time of the Merger will vest and terminate in its entirety at the effective time. The holder of each
such stock option will be entitled to receive an amount in cash equal to the product of: (i) the excess of (x) $8.71
over (y) the per share exercise price of such option, multiplied by (ii) the number of ordinary shares underlying
each such option, which amount will be paid less any applicable withholding taxes. To the extent any unexpired

15
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and outstanding Company stock option has an exercise price that is equal to or greater than the purchase price of
$8.71, such option will be cancelled for no consideration. The options issued to Mr. Bell will be cancelled for no
consideration effective as of the effective time of the Merger.

Q: What will happen in the Transaction to the Company’s restricted share awards?

Company restricted share awards outstanding immediately prior to the effective time of the Merger will become
vested as a result of the Merger, only if and to the extent provided by the terms of the award or applicable Company

A:equity plan, and any portion of the award that does not become so vested will be forfeited. Each vested restricted
share will be cancelled and converted into the right to receive a cash payment with respect thereto equal to $8.71
per share, less any applicable withholding taxes.

16
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Do any of the Company’s directors or executive officers have interests in the Transaction that may differ from those
Q of the Company’s shareholders?
Yes, some of our directors and executive officers may have interests in the Transaction that are different from, or in
addition to, the interests of the Company’s shareholders generally. The Board was aware of and considered these
A:interests, among other matters, in reaching its decision to approve entry into the Merger Agreement and the
consummation of the Merger. See “The Transaction—Interests of Our Directors and Executive Officers in the
Transaction” beginning on page 52 for a description of such interests.

Q: What are the material U.S. federal income tax considerations of the Transaction to the Company’s shareholders?

The receipt of cash for Company ordinary shares by U.S. holders (as defined in “The Transaction—Material U.S.
Federal Income Tax Considerations of the Transaction”) pursuant to the Transaction will be a taxable transaction for
U.S. federal income tax purposes. In general, for U.S. federal income tax purposes, a U.S. holder of the Company’s
ordinary shares will recognize gain or loss in an amount equal to the difference, if any, between (i) the amount of
_cash received in the Transaction and (ii) the U.S. holder’s adjusted tax basis in the shares. A non-U.S. holder (as
"defined in “The Transaction—Material U.S. Federal Income Tax Considerations of the Transaction”) of the Company’s
ordinary shares generally will not be required to pay U.S. federal income tax on the receipt of cash in exchange for

the Company’s ordinary shares in the Transaction unless such non-U.S. holder has certain connections to the United
States. See “The Transaction—Material U.S. Federal Income Tax Considerations of the Transaction” beginning on
page 60 for a more detailed discussion of the U.S. federal income tax treatment of the Transaction.

Shareholders, including non-U.S. shareholders, should consult their own tax advisors to determine the tax
consequences to them (including the application and effect of any state, local or non-U.S. income and other tax laws)
of the Transaction in light of their particular circumstances.

Q:How will I be paid the Per Share Merger Consideration for my shares?

On or prior to the closing date of the Merger, Parent or Merger Sub will deposit with a paying agent cash in an
_amount equal to the aggregate Per Share Merger Consideration payable to all shareholders (other than Parent,
"Merger Sub and their subsidiaries) as of the closing date of the Merger. The paying agent will provide instructions

to our shareholders on how to surrender shares for payment of the Per Share Merger Consideration.

Q:Should I send in my share certificates or other proof of ownership now?
No. The paying agent will provide a letter of transmittal to our shareholders after the effective time of the Merger.
The letter will describe how you can surrender your share certificates for the Per Share Merger Consideration. If
A:your shares are held in “street name” by your bank, brokerage firm or other nominee, you will receive instructions
from them as to how to surrender your “street name” shares in exchange for the Per Share Merger Consideration.
Please do not send in your stock certificates now.

Q: Am I entitled to appraisal rights in connection with the Transaction?

No. There are no appraisal or similar rights of dissenters under Israeli law, whether you vote for or against the
"Merger Proposal.

Q: What happens if I sell my ordinary shares before the Meeting?

A:The record date for shareholders entitled to vote at the Meeting is earlier than the date of the Meeting and the
expected closing date of the Merger. If you transfer your ordinary shares of the Company after the record date but

17
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before the Meeting, you will, unless special arrangements are made, retain your right to vote at the Meeting but will
transfer the right to receive the Per Share Merger Consideration to the person to whom you transfer your shares.

18
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_What happens if the Merger Proposal is not approved by the Company’s shareholders or if the Transaction is not
Q completed for any other reason?
If the Merger Proposal is not approved by our shareholders or if the Transaction is not completed for any other
reason, our shareholders will not receive any payment for their shares in connection with the Transaction. Instead,
A:we will remain a standalone public company, the Company’s ordinary shares will continue to be listed and traded on
the NASDAQ Global Select Market and registered under the Exchange Act, and we will continue to file periodic
reports with the SEC.

The Company will be required to pay Parent a termination fee of $5,738,297 upon the termination of the Merger
Agreement under specified circumstances, as described under the section entitled “The Agreement and Plan of
Merger—Transaction Expenses; Termination Fees—Company Termination Fee” beginning on page 75.

The Meeting
Q: When and where is the Meeting?

_The Meeting will be held at 10:00 a.m., local time, on March 19, 2018 at the offices of Bryan Cave LLP, 1290
"Avenue of the Americas, 35t Floor, New York, NY 10104.

Q: What quorum and shareholder vote are required to approve the Proposals?

A quorum is required for the transaction of business at the Meeting. Two or more shareholders, present in person
_or by proxy and holding shares conferring in the aggregate not less than one-third of the voting power of the
"Company as of the record date of February 7, 2018 will constitute a quorum. Each Company share is entitled to

one vote on each Proposal.

Approval of Proposal 1, the Merger Proposal, requires the affirmative vote of the holders of a majority of the voting
power represented at the Meeting in person or by proxy and voting (excluding abstentions, and excluding the votes of
Company shares held by Merger Sub, Parent (or any other any person who holds 25% or more of the means of control
of Merger Sub), or anyone on their behalf (including relatives or corporations controlled by such persons)) on
Proposal 1.

Approval of Proposal 2, the CEO Compensation Proposal, requires the affirmative vote of the holders of a majority of
the voting power represented at the Meeting in person or by proxy and voting (excluding abstentions) on Proposal 2.

In addition, the approval of Proposal 2 requires that either of the following two voting conditions be met as part of the
approval by a majority of shares present and voting thereon:

_the majority voted in favor includes a majority of the shares held by non-controlling shareholders who do not have a
personal interest in the approval of Proposal 2 that are voted at the Meeting, excluding abstentions; or

the total number of shares held by non-controlling, disinterested shareholders (as described in the previous
-bullet-point) that are voted against approval of Proposal 2 does not exceed two percent of the aggregate voting rights
in the Company.

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy

and voting (excluding abstentions) on Proposal 3, the Golden Parachute Payments Proposal, is necessary for the
approval of Proposal 3.
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Under Israeli law, abstentions are counted in determining whether a quorum is present, but will not be counted in
connection with the vote on any Proposal.

Q:How can I vote?

Shareholders of record at the record date of February 7, 2018 may vote by personally attending the Meeting or
attending by proxy, by completing and returning a proxy card. If you hold your shares in “street name” through a
A:bank, broker or other nominee, you will be able to exercise your vote through such organization by completing a
voting instruction form in accordance with the procedures issued by such organization. “Street name” holders may be
able to submit their voting instructions to their bank, broker or other nominee by telephone or through the Internet.
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The method by which shareholders of record vote will in no way limit the right to vote at the Meeting if such
shareholders later decide to attend in person. If shares are held in “street name,” beneficial holders must vote in
accordance with the instructions received from their bank, broker or other nominee.

Any shares entitled to vote and represented by properly completed proxy received prior to the Meeting and that is not
revoked either (i) more than two hours prior to the Meeting by a properly executed proxy delivered to the Company or
(ii) at the Meeting by your participation in person, provided that you are a registered shareholder, will be voted at the
Meeting in accordance with your instructions. If a signed proxy card is returned without indicating how shares should
be voted on a matter and the proxy is not revoked, the shares represented by such proxy will be voted as the Board
recommends and, therefore, “FOR” the approval of the Merger Proposal and each of the other Proposals.

Q:What do I do if I receive more than one proxy card or set of voting instructions?

If you hold shares in “street name”, directly as a record holder or otherwise, you may receive more than one proxy
_card and/or set of voting instructions relating to the Meeting. If more than one proxy card is received, you should
“vote and return each proxy card separately in accordance with the applicable voting instructions and this proxy

statement in order to ensure that all of your shares are voted.

If my ordinary shares are held in “street name” by my bank, broker or other nominee, will they vote my shares for
Q me?
Your broker, bank or nominee will not be able to vote any of your shares without instructions from you. The vote
on each of the Proposals is considered a ‘“non-routine” matter, and your bank, broker or other nominee is not
permitted to exercise discretion to vote your ordinary shares. If you hold your ordinary shares in “street name,” you
A:should follow the procedures provided by your bank, broker or other nominee regarding how to instruct them to
vote your shares. Typically, you would submit your voting instructions by mail, by telephone or through the
Internet in accordance with the procedures provided by your bank, broker or other nominee. Without instructions,
your shares will not be voted.

Q:How are votes counted?

You may vote FOR or AGAINST each of the Proposals, or you may abstain from voting on each of the Proposals.
Abstentions will not be counted as votes cast or shares voting on the proposal, but will count for the purposes of
_determining whether a quorum is present. Pursuant to Israeli law, broker non-votes will not be counted as present
“for the purpose of determining the presence or absence of a quorum for the transaction of business and, therefore,
will not be counted for the purpose of determining whether a quorum is present or approval is obtained with respect
to any Proposal.

Q:Can I revoke or change my vote?
Yes. Shareholders have the right to revoke a proxy at any time prior to voting at the Meeting by (i) submitting a
subsequently dated proxy, which, if not delivered in person at the Meeting, must be received by us no later than two
A:hours before the appointed time of the Meeting or (ii) attending the Meeting and voting in person, provided that you
are a registered shareholder. If you hold ordinary shares in “street name” through a broker, bank or other nominee,
you should follow the procedures provided by such organization to revoke or change your vote.

Q: What happens if I do not submit a proxy card or otherwise vote?

A:Your shares will not be voted on any of the Proposals and will not be counted as present at the Meeting. Failure to
submit a proxy card or otherwise vote could make it more difficult for us to achieve the requisite thresholds we

21



Edgar Filing: MAGICJACK VOCALTEC LTD - Form DEFM14A

need for approval of the Proposals. Therefore, we urge all Company shareholders to vote, and we request that you
return the proxy card as soon as possible.
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Q: What do Company shareholders need to do now?

Carefully read and consider the information contained in and incorporated by reference into this proxy statement,
including its annexes. In order for Company ordinary shares to be represented at the Meeting, shareholders can (i)
_indicate on the enclosed proxy card how they would like to vote and return the proxy card in the accompanying
"pre-addressed postage paid envelope or (ii) attend the Meeting in person. If your shares are held in “street name”
through your broker, bank or other nominee, please follow the procedures provided by such organization regarding
how to instruct them to vote your shares.

Q: Who can answer questions?

_Company shareholders with questions about the Proposals or the Meeting, or who desire additional copies of this
"proxy statement or additional proxy cards should contact our proxy solicitor:

Saratoga Proxy Consulting, LLC
520 8t Avenue, New York, NY 10018
(212) 257-1311

Registered holders of Company ordinary shares who have questions regarding their share ownership may write to the
Company’s transfer agent, American Stock Transfer & Trust Company, LLC, by first class, registered or certified mail
at 6201 15" Avenue, Brooklyn, NY 11219 or by overnight courier at 6201 15t Avenue, Brooklyn, NY 11219.
Registered holders may call American Stock Transfer & Trust Company, LLC at (718) 921-8124, or toll-free at

1 (800) 937-5499.

8
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SUMMARY

This summary highlights selected information from this proxy statement related to the Transaction and the Proposals,
and may not contain all of the information that is important to you. To understand the Transaction more fully and for

a more complete description of the legal terms of the Transaction, you should carefully read this entire proxy

statement, including the annexes and other documents referred to herein. You may obtain the information

incorporated by reference in this proxy statement without charge by following the instructions under the caption
“Where You Can Find More Information.” The Merger Agreement is attached as Annex A to this proxy statement. We
encourage you to read the Merger Agreement, which is the legal document that governs the Transaction, carefully and
in its entirety.

The Company, Parent and Merger Sub have entered into the Merger Agreement pursuant to which Parent proposes to
acquire all of the outstanding ordinary shares of the Company (other than those held by Parent, Merger Sub and their
subsidiaries) as a result of the merger of Merger Sub with and into the Company for $8.71 per share in cash, without

interest and less any applicable withholding taxes.

Parties to the Transaction
magicJack VocalTec Ltd.

magicJack VocalTec Ltd. is the cloud communications leader that invented the magicJack device as well as other
telecommunication products and services. The Company is a vertically integrated group of companies, with

capabilities including Voice-over-Internet-Protocol (“VoIP”) services and related equipment sales, micro-processor chip
design, and development of the magicJack device. In addition to residential consumers, the Company provides VolIP
services and related equipment to small to medium sized businesses at competitive prices and wholesales telephone
service to VoIP providers and telecommunication carriers. In 2016, the Company acquired a provider of hosted

Unified Communication as a Service (“UCaaS”) and seller of hardware and network equipment focusing on
medium-to-large, multi-location enterprise customers.

magicJack devices come with the right to access the Company’s servers (“access right”), which provides customers the
ability to obtain free telephone services. Access rights are renewable. The Company currently offers the magicJack
GO version of the device, which has its own CPU and can connect a regular phone directly to the user’s broadband
modem/router and function as a standalone phone without using a computer. The sale of devices is done through a
distribution channel that includes retailers, wholesalers and direct to customer sales via the Company’s website.

The Company also offers magicJack mobile apps, which are applications that allow users to make and receive
telephone calls through their smart phones or devices. The Company currently offers the magicApp, magicJack
Connect and magicJack Spark. The magicApp and magicJack Connect are mobile apps available for both iOS and
Android. In July 2017, the Company launched magicJack Spark on iOS devices. The mobile apps allow customers to
place and receive telephone calls in the United States or Canada on their mobile devices through either an existing or
new magicJack account.

The Company was incorporated in the State of Israel in 1989 and is domiciled in Netanya, Israel, with principal U.S.
offices in West Palm Beach, Florida.

B. Riley Financial, Inc.
B. Riley Financial, Inc. is a diversified financial services company which takes a collaborative approach to the capital
raising and financial advisory needs of public and private companies and high net worth individuals. B. Riley

operates through several wholly owned subsidiaries, including B. Riley & Co., LLC; FBR Capital Markets & Co.;
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Wunderlich Securities, Inc.; Great American Group, LLC; B. Riley Capital Management, LL.C (which includes B.
Riley Asset Management, B. Riley Wealth Management, and Great American Capital Partners, LLC); and B. Riley
Principal Investments, a group that makes proprietary investments in other businesses.

The principal executive offices of B. Riley are located at 21255 Burbank Boulevard, Suite 400, Woodland Hills,
California 91367. Its telephone number is (818) 884-3737, and its website is www.brileyco.com. Information on
B. Riley’s website is not incorporated by reference into or otherwise part of this proxy statement.
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Merger Sub

B. R. Acquisition Ltd., which we refer to as “Merger Sub,” was organized under the laws of the State of Israel on
August 6, 2017 and is an indirect wholly owned subsidiary of B. Riley. Merger Sub was formed solely for the
purpose of completing the Merger. Merger Sub has not carried on any activities to date, except for activities
incidental to its formation and activities undertaken in connection with the Transaction.

The principal executive offices of Merger Sub are located at 1 Givat Hatachmoshet Street, Tel Aviv, Israel 6702101.
Its telephone number is (818) 884-3737.

The Meeting
Date, Time and Place

The Meeting will be held at the offices of Bryan Cave LLP, 1290 Avenue of the Americas, 35t Floor, New York, NY
10104, at 10:00 a.m. local time on March 19, 2018.

Purpose

The purpose of the Meeting is to consider and vote upon the proposal to approve the Merger Agreement in connection
with the Transaction and the related proposals to approve the amendments to the employment agreement and
restricted stock agreement of Don C. Bell 111, the Company’s Chief Executive Officer and to approve the related
change in control payments to named executive officers as required under SEC rules. The Board recommends that its
shareholders vote “FOR” each of the Proposals.

Record Date and Quorum
The record date for determining the shareholders who are entitled to vote at the Meeting is February 7, 2018.

A quorum is required for the transaction of business at the Meeting. The presence, in person or by proxy, at the
Meeting of two or more shareholders holding not less than one-third of the outstanding ordinary shares of the
Company held by all shareholders as of the record date of February 7, 2018 will constitute a quorum. Parent, Merger
Sub and their subsidiaries will not be entitled to vote at the Meeting.

Vote Required

The affirmative vote of shareholders present and voting, either in person or by proxy at the Meeting, representing not
less than a majority of the voting power represented at the Meeting, is required for the approval of the Merger
Proposal and for the approval of each of the other Proposals. In addition: (1) with respect to the approval of Proposal
1, the Merger Proposal, abstention votes and votes of Company shares held by Merger Sub, Parent (or any other any
person who holds 25% or more of the means of control of Merger Sub), or anyone on their behalf (including relatives
or corporations controlled by such persons) will be excluded, and (2) the approval of Proposal 2, the CEO
Compensation Proposal, is also subject to the fulfillment of one of the following additional voting requirements: (i)
the majority of the shares that are voted at the Meeting in favor of Proposal 2, excluding abstentions, must include at
least a majority of the votes of shareholders who are not controlling shareholders and do not have a personal interest
in the Proposal or (ii) the total number of shares held by the shareholders mentioned in clause (i) above that are voted
against the Proposal does not exceed two percent of the aggregate voting rights in the Company.

Pursuant to Israeli law, broker non-votes will not be counted as present for the purpose of determining the presence or
absence of a quorum for the transaction of business and, therefore, will not be counted for the purpose of determining
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whether a Proposal has been approved. Under Israeli law, abstentions are counted in determining whether a quorum
is present, but will not be counted in connection with the vote on any Proposal.

Recommendation of the Board
After careful consideration, the Board unanimously determined that it is in the best interest of the Company that the

Company enter into the Merger Agreement and consummate the Transaction, and unanimously recommends that you
vote “FOR” the approval of the Merger Proposal and the other two Proposals which are related to the Transaction.

10
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The Agreement and Plan of Merger

Merger Sub will be merged with and into the Company in accordance with the provisions of Sections 314-327 of the
Companies Law 5759-1999 and of the Israeli Companies Regulations (Merger), 5760-2000 of the State of Israel
(together with the rules and regulations promulgated under the Companies Law 5759-1999, the “ICL”) and as a result
thereof, the separate existence of Merger Sub will cease and the Company will be the surviving corporation in the
Transaction (the “Surviving Corporation”) and will (a) become a private and indirect wholly owned subsidiary of Parent,
(b) continue to be governed by the Laws of the State of Israel, (c) maintain a registered office in the State of Israel,

and (d) succeed to and assume all of the rights, properties and obligations of Merger Sub and the Company in
accordance with the ICL.

Appraisal Rights
There are no appraisal or similar rights of dissenters under Israeli law.
Opinion of BofA Merrill Lynch

In connection with the Merger, Merrill Lynch, Pierce, Fenner & Smith Incorporated, referred to as “BofA Merrill
Lynch,” the Company’s financial advisor, delivered to the Board an oral opinion, confirmed by delivery of a written
opinion, dated November 8, 2017, as to the fairness, from a financial point of view, as of November 8, 2017, of the
Per Share Merger Consideration to be received by holders of Company ordinary shares. The full text of the written
opinion, dated November 8, 2017, of BofA Merrill Lynch, which describes, among other things, the assumptions
made, procedures followed, factors considered and limitations on the review undertaken, is attached as Annex B to
this proxy statement and is incorporated by reference herein in its entirety. BofA Merrill Lynch provided its opinion
to the Board (in its capacity as such) for the benefit and use of the Board in connection with and for purposes of its
evaluation of the Per Share Merger Consideration from a financial point of view. BofA Merrill Lynch’s opinion does
not address any other aspect of the Merger and no opinion or view was expressed as to the relative merits of the
Merger in comparison to other strategies or transactions that might be available to the Company or in which the
Company might engage or as to the underlying business decision of the Board to proceed with or effect the Merger.
BofA Merrill Lynch’s opinion does not address any other aspect of the Merger and does not constitute a
recommendation to any shareholder as to how to vote or act in connection with the proposed Merger or any related
matter.

For a description of the opinion that the Board received from BofA Merrill Lynch, see “The Transaction—Opinion of
BofA Merrill Lynch” beginning on page 42.

Treatment of the Company’s Stock Options and Restricted Stock in the Transaction
Stock Options

Each Company stock option, whether or not vested or exercisable, that is unexpired, unexercised and outstanding
immediately prior to the effective time of the Merger will, at the effective time, become fully vested, to the extent not
previously vested, and will automatically be cancelled and converted into the right to receive a cash payment in an
amount to be paid or to be caused to be paid by the Surviving Corporation equal to the product of: (i) the excess of (x)
$8.71 over (y) the per share exercise price of such option, and (ii) the number of ordinary shares underlying each such
option, which amount will be paid to such holder less any applicable withholding taxes. To the extent any unexpired
and outstanding Company stock option has an exercise price that is equal to or greater than $8.71, such options will be
terminated immediately prior to the effective time of the Merger, and the holder thereof will not be entitled to
consideration in connection with such cancellation. The only exception to this treatment of stock options is for the
options held by Don C. Bell III, the Company’s Chief Executive Officer. Mr. Bell’s options will be cancelled as of the
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consummation of the Merger and Mr. Bell will receive no further consideration in connection with such cancellation.
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Restricted Shares

Company restricted share awards outstanding immediately prior to the effective time of the Merger will become
vested as a result of the Merger, only if and only to the extent provided by the terms of the award or applicable
Company equity plan, and any portion of the award that does not become so vested will be forfeited. Each vested
restricted share will be cancelled and converted into the right to receive a cash payment with respect thereto equal to
$8.71 per share, less any applicable withholding taxes.

Interests of Our Directors and Executive Officers in the Transaction

You should be aware that some directors and executive officers of the Company may have interests in the Transaction
that are different from, or are in addition to, the interests of shareholders generally. The Board was aware of and
considered these interests, among other matters, in reaching its decision to approve entry into the Merger Agreement
and consummation of the Transaction. See “The Transaction—Interests of Our Directors and Executive Officers in the
Transaction” beginning on page 52 for a description of these interests.

Conditions to Completion of the Transaction

We expect to complete the Transaction after all the conditions to the Transaction in the Merger Agreement are
satisfied or waived. We hope to complete the Transaction in the first half of 2018.

Pursuant to the Merger Agreement, the obligation of each party to complete the Transaction is subject to the
satisfaction or waiver of several conditions set forth in the Merger Agreement, which are summarized below:

-the approval of the Merger Agreement and the terms of the Merger by the Company’s shareholders;

the absence of any governmental orders or proceedings that make the Transaction illegal or otherwise prohibit the
consummation of the Transaction;

the passing of at least 50 days after the required filing of a merger proposal with the Registrar of Companies of the
-State of Israel (the “Companies Registrar”) and at least 30 days after approval of the Merger Agreement and the terms
of the Merger by the shareholders of each the Company and Merger Sub;

the expiration or termination of the applicable waiting period (and any extension thereof) under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, which we refer to as the “HSR Act;” and

all required approvals of the United States Federal Communications Commission or any successor thereof (the “FCC”)
and similar state regulatory approvals and filings have been made or obtained.

The obligation of the Company to consummate the Transaction is subject to the satisfaction or waiver of the following
additional conditions:

the representations and warranties of Parent and Merger Sub contained in the Merger Agreement shall be true and
correct (without giving effect to materiality qualifications or limitations) on and as of the date of the Merger
Agreement and as of the closing date (except to the extent such representations and warranties relate to a specified
“date, in which case as of such specified date), except for failures that, individually or in the aggregate, would not
reasonably be expected to prevent, materially delay or materially impair the consummation of the Transaction or the
performance by Parent or Merger Sub of their obligations under the Merger Agreement;
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Parent and Merger Sub shall each have performed or complied in all material respects with all agreements and

covenants required by the Merger Agreement to be performed or complied with by it on or prior to the effective date
of the Merger;

_the Company shall have received at the closing of the Merger a certificate signed by an executive officer of B. Riley
and Merger Sub certifying as to the satisfaction of the conditions set forth in the two immediately preceding bullets;

12
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B. Riley shall have transferred the aggregate amount of consideration due with respect to the Company shares (other
than excluded shares), stock options and restricted shares in accordance with the terms of the Merger Agreement; and

B. Riley Principal Investments shall have executed an undertaking in customary form in favor of the Israeli
-Innovation Authority (“IIA”) to comply with the provisions of the Israeli Encouragement of Research, Development
and Technological Innovation in the Industry Law 5744-1984 (the “R&D Law”).

The obligation of Parent and Merger Sub to consummate the Transaction is subject to the satisfaction or waiver of the
following additional conditions:

the representations and warranties of the Company contained in the Merger Agreement, as of the date of the Merger
Agreement and as of the closing date (except to the extent such representations and warranties relate to an earlier
date, in which case as of such earlier date), with respect to (i) corporate authority, capitalization and no material
adverse effect shall be true and correct in all respects (except in the case of capitalization, for de minimis
-inaccuracies), (ii) standing and corporate power, takeover laws, the financial advisor opinion and the absence of
brokers shall be true and correct in all material respects, and (iii) all other representations of the Company shall be
true and correct (without giving effect to materiality qualifications or limitations), except, with respect to (iii), to the
extent any failures would not reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect (as defined in the Merger Agreement);

_the Company shall have performed or complied in all material respects with all agreements and covenants required
by the Merger Agreement to be performed or complied with by it at or prior to the effective date of the Merger;

‘B. Riley shall have received at the closing of the Merger a certificate signed by an executive officer of the Company
certifying as to the satisfaction of the conditions set forth in the two immediately preceding bullets;

the approval required to be obtained from the IIA of the written notice to the IIA regarding the change in ownership
-of the Company effected as a result of the Merger, required to be submitted to the IIA in connection with the Merger
in accordance with the R&D Law, shall have been granted;

-the Company or its subsidiaries shall have filed specified tax returns; and

all required governmental authorizations, approvals and clearances and all expirations or terminations of waiting
periods (including any extensions thereof) shall have been obtained without the imposition of a condition that is not
contingent on the consummation of the Merger or that would reasonably be expected to have a material adverse

-effect on the business, results of operations or financial condition of the Company and its subsidiaries (taken as a
whole) or Parent and its subsidiaries (taken as a whole, after giving effect to the Merger) measured on a scale relative
to the Company and its subsidiaries (see “The Agreement and Plan of Merger—Efforts to Obtain Regulatory Approvals
and Tax Ruling” beginning on page 71).

The Merger Agreement provides that any or all of the conditions described above may be waived, in whole or in part,
by the Company or Parent, as applicable, to the extent legally allowed (see “The Agreement and Plan of
Merger—Conditions to Completion of the Merger” beginning on page 73).

No Solicitation
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The Merger Agreement contains customary “no solicitation” provisions, subject to a “fiduciary exception,” requiring the
Company and its subsidiaries and their respective directors and officers not to, and not to authorize or permit their
employees, agents or representatives (including investment bankers, financial advisors, attorneys and accountants) to,
directly or indirectly:

solicit, initiate, knowingly encourage or knowingly facilitate the making or submission of any acquisition proposal

-(as defined in the Merger Agreement and summarized in “The Agreement and Plan of Merger—Non-Solicitation;
Acquisition Proposals; Change in Recommendations” beginning on page 68);

13
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enter into, continue or otherwise participate in any discussions or negotiations regarding, or furnish to any
person any information in connection with, or enter into any agreement with respect to any acquisition
proposal or any inquiry, proposal or offer, or take any other action to facilitate inquiries or the making of any
proposal that constitutes or could reasonably be expected to lead to, any acquisition proposal;

terminate, amend, modify or waive any provision of any confidentiality, “standstill” or similar agreement under which
-it has any rights, or fail to enforce in all material respects each such agreement with respect to an acquisition
proposal;

-approve, endorse or recommend any acquisition proposal;

enter into any agreement (including any letter of intent, acquisition agreement or similar agreement) relating to any
acquisition proposal, other than a confidentiality agreement in connection with a potential superior proposal (as
“defined in the Merger Agreement and summarized in “The Agreement and Plan of Merger—Non-Solicitation;
Acquisition Proposals; Change in Recommendations” beginning on page 68); or

-propose publicly or agree to any of the foregoing with respect to an acquisition proposal.

The Merger Agreement does not, however, prohibit the Company from considering an unsolicited, bona fide
acquisition proposal from a third party if certain specified conditions are met. For a discussion of the prohibition on
solicitation of acquisition proposals from third parties, and the exceptions to such prohibition, see “The Agreement and
Plan of Merger—Non-Solicitation; Acquisition Proposals; Change in Recommendations” beginning on page 68.

Termination of the Merger Agreement

The Merger Agreement and the Transaction may be abandoned at any time prior to the effective time of the Merger
upon the mutual written agreement of the parties or at the option of either the Company or Parent if:

the closing of the Transaction does not occur on or before August 9, 2018 (the “End Date”), except that (i) under certain
circumstances, the End Date may be automatically extended to November 9, 2018; and (ii) a party may not terminate
-under this provision if such party’s breach or failure to perform or comply with any obligation under the Merger
Agreement resulted in or was a proximate cause of the failure of the Transaction to be completed on or before the

End Date;

a governmental entity of competent jurisdiction shall have enacted or issued any order or law permanently
enjoining, restraining, prohibiting or making illegal the consummation of the Transaction, and is final and
nonappealable; provided that a party may not terminate under this provision if such party’s breach or failure
to perform or comply with any obligation under the Merger Agreement resulted in or was a proximate
cause of such government action, or if such party seeking to terminate the Merger Agreement has not
complied with its obligations under the Merger Agreement to have any such government action removed;
or

-the Company’s shareholders do not approve the Merger Agreement and terms of the Merger at the Meeting.
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Parent may terminate the Merger Agreement:

if the Company breaches any of its covenants, representations or warranties in a manner that causes the closing
conditions regarding its representations, warranties and covenants not to be satisfied and such violation or breach has
not been expressly waived in writing by Parent, Parent has provided written notice of its intent to terminate to the
"Company and such violation or breach may not be cured by the End Date or, to the extent curable, has not been cured
within the earlier of a 30-day cure period or three business days prior to the End Date, provided that neither Parent
nor Merger Sub has materially breached the Merger Agreement; or

in the event that (a) the Board has effected a Company adverse recommendation change (as defined in the Merger
Agreement and summarized in “The Transaction—Recommendation of the Board; Reasons for the Transaction”
-beginning on page 38 of this proxy statement) or (b) at any time following receipt of an acquisition proposal, the
Board fails to reaffirm its approval or recommendation of the Merger Proposal within five business days of receipt of
written request to do so from Parent.

The Company may terminate the Merger Agreement if:

Parent or Merger Sub breaches any of their respective covenants, representations or warranties in a manner that
causes the closing conditions regarding such representations, warranties and covenants not to be satisfied and such
violation or breach has not been expressly waived in writing by the Company, the Company has provided written
“notice of its intent to terminate to Parent and such violation or breach may not be cured by the End Date or, to the
extent curable, has not been cured within the earlier of a 30-day cure period or three business days prior to the End
Date, provided that the Company has not materially breached the Merger Agreement; or

prior to obtaining approval of the Merger Proposal, in response to a superior proposal that was not solicited in
material violation of the Merger Agreement, the Company enters into a definitive agreement with respect to an
acquisition proposal that the Company has concluded constitutes a superior proposal, provided that the Company

pays to Parent the termination fee.

For a discussion of the termination of the Merger Agreement, see “The Agreement and Plan of Merger—Termination of
the Merger Agreement” beginning on page 74.

Termination Fees
The Company will be required to pay Parent a termination fee of $5,738,297 if the Merger Agreement is terminated
following the Board’s withdrawal of its recommendation of the Transaction or the Company terminates the Merger

Agreement to accept a superior proposal, and in certain other circumstances.

For a discussion of the termination fees see “The Agreement and Plan of Merger—Transaction Expenses; Termination
Fees—Company Termination Fee” beginning on page 75.

Financing of the Transaction
The Transaction is not subject to a financing condition.
Delisting and Deregistration of the Company’s Ordinary Shares

Following the Merger, the Company’s shares will be delisted from the NASDAQ Global Select Market, will be
deregistered under the Exchange Act and will cease to be publicly traded.
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Expenses
All fees and expenses incurred in connection with the Merger Agreement and the Transaction will be paid by the party

incurring such fees and expenses whether or not the Transaction is completed, except that Parent was responsible for
all filing fees paid under the HSR Act.
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Material U.S. Federal Income Tax Considerations of the Transaction

The receipt of cash for Company ordinary shares by U.S. holders pursuant to the Transaction will be a taxable
transaction for U.S. federal income tax purposes. In general, for U.S. federal income tax purposes, a U.S. holder of
Company ordinary shares will recognize gain or loss in an amount equal to the difference, if any, between (1) the
amount of cash received in the Transaction and (2) the U.S. holder’s adjusted tax basis in the shares. A non-U.S.
holder of Company ordinary shares generally will not be required to pay U.S. federal income tax on the receipt of cash
in exchange for Company ordinary shares in the Transaction unless such holder has certain connections to the United
States. Holders, including non-U.S. holders, should consult their tax advisors to determine the particular tax
consequences to them (including the application and effect of any state, local or non-U.S. income and other tax laws)
of the Transaction. See “The Transaction—Material U.S. Federal Income Tax Considerations of the Transaction”
beginning on page 60.

Regulatory Matters
Antitrust Approvals

The Transaction is subject to certain antitrust laws. The Company and B. Riley made certain filings pursuant to the
HSR Act with the United States Department of Justice Antitrust Division, which we refer to as the “DOJ,” and the
United States Federal Trade Commission, which we refer to as the “FTC.” Under the HSR Act, the Transaction cannot
be completed until the expiration or termination of the initial waiting period or any extension thereof following the
submission of complete filings with the DOJ and FTC. The applicable waiting period under the HSR Act expired on
January 16, 2018 at 11:59 p.m. Eastern time.

FCC and State Approvals
A condition to closing is that all required authorizations, approvals, clearances and consents or filings with the Federal

Communications Commission, which we refer to as the “FCC,” and similar state regulators have been obtained or
made. The Company has begun the process of making these filings and seeking these approvals.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents incorporated by reference in this proxy statement, include “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995, which are identified by the use

of the words “believe,” “expect,” “may,” “could,” “should,” “plan,” “project,” “anticipate,” “intend,” “estimate,” “will,” “cont
“would” and similar expressions that contemplate future events. Such forward-looking statements are based on

management’s reasonable current assumptions and expectations, expected completion and timing of the Transaction

and other information relating to the Transaction. These statements are subject to risks and uncertainties, including,

but not limited to, the factors and matters described in this proxy statement and the following:

EEINT3 9 ¢ 99 ¢ LN

the risk that the Transaction may not be completed in a timely manner or at all, which may adversely affect the
Company’s business and the price of its ordinary shares;

-the failure to obtain the Company shareholder approval of the Merger Proposal;

the possibility that the closing conditions to the Transaction may not be satisfied or waived, including that a
governmental entity may prohibit, delay or refuse to grant a necessary regulatory approval;

-the potential for regulatory authorities to require divestitures in connection with the proposed Transaction;
-the occurrence of any event that could give rise to termination of the Merger Agreement;
-the risk of shareholder litigation that may be instituted in connection with the contemplated Transaction;

risks related to the diversion of management’s attention from the Company’s ongoing business
operations;

the effect of the announcement of the Transaction on the Company’s ability to retain and hire key personnel and
maintain relationships with customers, suppliers and other third parties; and

-difficult global economic and capital markets conditions.

Additional factors that may affect the future results of the Company, its financial condition, business, prospects and
securities are detailed in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016, which
should be read in conjunction with this proxy statement. See “Where You Can Find More Information.” Many of the
factors that will determine the Company’s future results are beyond its ability to control or predict. In light of the
significant uncertainties inherent in the forward-looking statements contained herein, readers should not place undue
reliance on forward-looking statements, which reflect management’s views only as of the date hereof. We cannot
guarantee any future results, levels of activity, performance or achievements. The statements made in this proxy
statement represent the Company’s views as of the date of this proxy statement, and you should not assume that the
statements made herein remain accurate as of any future date. Moreover, we assume no obligation to update
forward-looking statements or update the reasons that actual results could differ materially from those anticipated in
forward-looking statements, except as required by law.
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THE EXTRAORDINARY GENERAL MEETING
Date, Time and Place of the Meeting

The Meeting is scheduled to be held at the offices of Bryan Cave LLP, 1290 Avenue of the Americas, 35% Floor, New
York, NY 10104, at 10:00 a.m. local time on March 19, 2018.

Purpose of the Meeting

The purpose of the Meeting is to consider and vote upon the Merger Proposal and the other Proposals in connection
with the Transaction. The Board recommends that its shareholders vote “FOR” the approval of the Merger Proposal and
each other Proposal.

Persons Entitled to Vote; Quorum; Vote Required
The record date for determining the shareholders who are entitled to vote at the Meeting is February 7, 2018.

The presence, in person or by proxy, at the Meeting of two or more shareholders holding not less than one-third of the
outstanding Company ordinary shares held by all shareholders of record as of February 7, 2018 will constitute a
quorum, which is necessary to hold the Meeting. Abstentions are counted in determining whether a quorum is
present, but will not be counted in connection with the vote for the Merger Proposal or for the approval of each of the
other Proposals.

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting on a given Proposal is necessary for the approval of such Proposal. In addition: (1) with respect to the
approval of Proposal 1, the Merger Proposal, votes of Company shares held by Merger Sub, Parent (or any other any
person who holds 25% or more of the means of control of Merger Sub), or anyone on their behalf (including relatives
or corporations controlled by such persons) will be excluded, and (2) the approval of Proposal 2, the CEO
Compensation Proposal, is also subject to the fulfillment of one of the following additional voting requirements:

(i) the majority of the shares that are voted at the Meeting in favor of Proposal 2, must include at least a majority of
the votes of shareholders who are not controlling shareholders and do not have a personal interest in the Proposal or
(ii) the total number of shares held by the shareholders mentioned in clause (i) above that are voted against the
Proposal does not exceed two percent of the aggregate voting rights in the Company.

Under the Companies Law, a personal interest means a personal interest of a person in an act or transaction of a
company, including: (i) a personal interest of that person’s relative (which includes for these purposes any members of
his/her (or his/her spouse’s) immediate family or the spouses of any such members of his or her (or his/her spouse’s)
immediate family); or (ii) a personal interest of another entity in which that person or his or her relative holds 5% or
more of such entity’s issued shares or voting rights, has the right to appoint a director or the chief executive officer of
such entity, or serves as director or chief executive officer of such entity, including the personal interest of a person
voting pursuant to a proxy whether or not the proxy grantor has a personal interest. A personal interest resulting
merely from holding the Company’s shares will not be deemed a personal interest for purposes of the Companies Law.
If you do not state whether you have a personal interest in Proposal 2 by appropriate indication on your proxy card or
voting instruction card, you will be deemed to have a personal interest for the purpose of the required vote detailed
above and your vote will not be counted with respect to Proposal 2.

As of February 7, 2018, there were 16,189,794 outstanding Company ordinary shares.
Proxies and Voting Procedures
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If you are a shareholder, you can vote your ordinary shares by completing and returning a proxy card, which when
properly executed and received by us, will be voted at the Meeting in accordance with the shareholders’ instructions set
forth in the proxy card. If you hold your ordinary shares in “street name,” please vote in accordance with the
instructions provided by your broker, bank or other nominee. “Street name” holders, or beneficial owners holding
through a broker, bank or other nominee, may also vote by telephone or by Internet, in accordance with instructions
provided by their broker, bank or other nominee. All shares entitled to vote and represented by properly completed
proxies received prior to the Meeting and not revoked will be voted at the Meeting in accordance with your
instructions. If you are a shareholder of record and you return a signed proxy card without indicating how your shares
should be voted on a matter and do not revoke your proxy, the shares represented by your proxy will be voted as the
Board recommends, and therefore, “FOR” the approval of the Merger Proposal and each of the other Proposals.
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Any shareholder entitled to vote at the Meeting has the right to revoke his or her proxy at any time prior to voting at

the Meeting by (i) submitting a subsequently dated proxy, which, if not delivered in person at the Meeting, must be
received by us no later than two hours before the appointed time of the Meeting or (ii) by attending the Meeting and
voting in person. Attendance at the Meeting will not, by itself, revoke your proxy; you must vote in person at the
Meeting in order to revoke or change your vote. If you hold shares in “street name” through a broker, bank or other
nominee and would like to change your vote instruction, you should follow the directions provided by your broker,
bank or other nominee. Most organizations provide means by which “street name” holders may vote by telephone or by
Internet, as well as by signing and returning voting instructions.

If the Meeting is postponed or adjourned, your proxy will remain valid and may be voted at the postponed or
adjourned meeting. You still will be able to revoke your proxy until it is voted.

Validly completed proxies received at any time before the Meeting, and not revoked or superseded before being voted,
will be voted at the Meeting. A validly completed proxy will be voted in accordance with the instructions, if any,
provided therein. A validly signed proxy card that does not specify a vote with respect to any Proposal will be voted
“FOR” that Proposal.

If you hold certificated shares, please do not send in your share certificates with your proxy card. Shareholders will be
notified of the procedures to submit share certificates after the Merger is consummated.

Mailing of Proxy Statement

This proxy statement, including the Notice, was first mailed to shareholders on or about February 9, 2018. After we
first made this proxy statement, including the Notice, and other soliciting materials available to shareholders, copies
were supplied to brokers, banks and other nominees to be provided to “street name” holders for the purpose of soliciting
proxies from those holders.

Registered Office

The mailing address of our registered office is 12 Haomanut Street, 22 Floor, Poleg Industrial Area, Netanya, Israel
42504.

Abstentions and Broker Non-Votes

If a shareholder abstains from voting, or if brokers, banks or other nominees holding their customers’ shares of record
cause abstentions to be recorded, those shares are considered present and entitled to be voted at the Meeting, and,
therefore, are considered for purposes of determining whether a quorum is present. A “broker non-vote” is treated as
neither being present nor entitled to vote on the relevant Proposal and, therefore, is not counted for purposes of
determining whether a quorum is present or a Proposal has been approved. Each of the Proposals, including the

Merger Proposal, is considered a “non-routine” matter, and if you are a “street name” holder, your broker will not have the
authority to vote your shares for or against any proposal without your instruction.

Adjournments

Should no quorum be present 30 minutes after the time scheduled for the Meeting, the Meeting will be adjourned to
the same day for one week later and will be held at the same place and time on March 26, 2018. At such adjourned
meeting, the presence, in person or by proxy, of two or more shareholders holding not less than one-third of the
outstanding Company ordinary shares held by all shareholders as of record as of February 7, 2018 will constitute a
quorum.
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Cost of Proxy Distribution and Solicitation

We will pay the expenses of the solicitation of proxies from our shareholders. Proxies may be solicited on our behalf
in person or by mail, telephone, e-mail, facsimile or other electronic means by our directors, officers or employees,
who will receive no additional compensation for soliciting. In addition, we have engaged Saratoga Proxy Consulting,
LLC to assist in the solicitation of proxies and to provide related informational support, for a fee of approximately
$30,000 plus reimbursement of reasonable expenses. In accordance with the regulations of the SEC and NASDAQ
rules, we will reimburse brokerage firms and other custodians, nominees and fiduciaries for their expenses incurred in
sending proxies and proxy materials to beneficial owners of our shares.

20

44



Edgar Filing: MAGICJACK VOCALTEC LTD - Form DEFM14A

PARTIES TO THE TRANSACTION
magicJack VocalTec Ltd.

magicJack VocalTec Ltd. is the cloud communications leader that invented the magicJack device as well as other
telecommunication products and services. The Company is a vertically integrated group of companies, with

capabilities including Voice-over-Internet-Protocol (“VoIP”) services and related equipment sales, micro-processor chip
design, and development of the magicJack device. In addition to residential consumers, the Company provides VolIP
services and related equipment to small to medium sized businesses at competitive prices and wholesales telephone
service to VoIP providers and telecommunication carriers. In 2016, the Company acquired a provider of hosted

Unified Communication as a Service (“UCaaS”) and seller of hardware and network equipment focusing on
medium-to-large, multi-location enterprise customers.

magicJack devices come with the right to access the Company’s servers (“access right”), which provides customers the
ability to obtain free telephone services. Access rights are renewable. The Company currently offers the magicJack
GO version of the device, which has its own CPU and can connect a regular phone directly to the user’s broadband
modem/router and function as a standalone phone without using a computer. The sale of devices is done through a
distribution channel that includes retailers, wholesalers and direct to customer sales via the Company’s website.

The Company also offers magicJack mobile apps, which are applications that allow users to make and receive
telephone calls through their smart phones or devices. The Company currently offers the magicApp, magicJack
Connect and magicJack Spark. The magicApp and magicJack Connect are mobile apps available for both iOS and
Android. In July 2017, the Company launched magicJack Spark on iOS devices. The mobile apps allow customers to
place and receive telephone calls in the United States or Canada on their mobile devices through either an existing or
new magicJack account.

The Company was incorporated in the State of Israel in 1989 and is domiciled in Netanya, Israel, with principal U.S.
offices in West Palm Beach, Florida.

B. Riley Financial, Inc.

B. Riley Financial, Inc. is a diversified financial services company which takes a collaborative approach to the capital
raising and financial advisory needs of public and private companies and high net worth individuals. B. Riley
operates through several wholly owned subsidiaries, including B. Riley & Co., LLC; FBR Capital Markets & Co.;
Wunderlich Securities, Inc.; Great American Group, LLC; B. Riley Capital Management, LL.C (which includes B.
Riley Asset Management, B. Riley Wealth Management, and Great American Capital Partners, LLC); and B. Riley
Principal Investments, a group that makes proprietary investments in other businesses.

The principal executive offices of B. Riley are located at 21255 Burbank Boulevard, Suite 400, Woodland Hills,
California 91367. Its telephone number is (818) 884-3737, and its website is www.brileyco.com. Information on this
website is not incorporated by reference into or otherwise part of this proxy statement.

Merger Sub
Merger Sub was organized under the laws of the State of Israel on August 6, 2017, and is an indirect wholly owned
subsidiary of B. Riley. Merger Sub was formed solely for the purpose of completing the Transaction. Merger Sub has

not carried on any activities to date, except for activities incidental to its formation and activities undertaken in
connection with the Transaction.
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The principal executive offices of Merger Sub are located at 1 Givat Hatachmoshet Street, Tel Aviv, Israel 6702101;
and its telephone number is (818) 884-3737.
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THE TRANSACTION

The following is a description of the material aspects of the Transaction. While we believe that the following
description covers the material terms of the Transaction, the description may not contain all of the information that is
important to you. We encourage you to read carefully this entire proxy statement, including the Merger Agreement,
attached to this proxy statement as Annex A, for a more complete understanding of the Transaction.

Background of the Transaction

The Board and the Company’s management regularly review the Company’s operating and strategic plans, both
near-term and long-term, as well as potential partnerships in an effort to enhance shareholder value. These reviews
and discussions focus, among other things, on the opportunities and risks associated with the Company’s business and
financial condition, strategic relationships and other strategic opportunities.

On April 30, 2015, the Board engaged Merrill Lynch, Pierce, Fenner & Smith Incorporated (“BofA Merrill Lynch”) to
act as financial advisor to the Company in connection with a potential transaction involving the Company. Between
April 2015 and July 2015, at the direction of the Board, BofA Merrill Lynch contacted 35 potential strategic and
financial buyers regarding a possible sale of the Company. Confidentiality agreements were executed with 10
potential buyers and management presentations were provided to nine interested parties. On July 15, 2015, the
Company received indications of interest from two potential bidders. The highest indication of interest was at $8.00
per ordinary share, all cash. The Board reviewed the highest indication of interest and determined not to pursue a
transaction at that price. The Board resolved that the Company should instead move forward with the Board’s strategic
plan to increase shareholder value through possible growth initiatives and re-consider a transaction process at a later
date.

At the beginning of July 2016, Carnegie Technologies Holdings, LLC (“Carnegie”) contacted the Company to express
its interest in exploring a strategic transaction with the Company, including the acquisition of one or more of the
Company’s businesses or the Company as a whole. Subsequently, senior officers of the Company attended an informal
meeting with Carnegie in New York to discuss the possibility of a strategic transaction. On July 20, 2016, Carnegie
sent a letter to the Company indicating it was interested in acquiring all of the outstanding ordinary shares of the
Company for a price between $8.00 and $10.00 per ordinary share, all cash, subject to certain conditions regarding the
outcome of the due diligence review and the negotiation of definitive agreements. Additionally, further negotiations
were conditioned on the Company granting Carnegie a 45-day exclusivity period.

On July 25, 2016, the Board received an unsolicited indication of interest from a third party (“Bidder A”) in the range of
$7.50 to $8.00 per ordinary share, all cash.

On August 1, 2016, in response to the Board’s request for a narrower price range, Carnegie sent a letter to the
Company further indicating its interest in acquiring all of the outstanding ordinary shares of the Company at a
proposed price range of $8.50 to $9.50 per ordinary share, all cash.

On August 12, 2016, the Company sent Carnegie a letter in response informing it that the Board had rejected the
proposal contained in its let