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(us dollars in thousands, except share and per share amounts)
Year ended December 31,

Revenues and Income

Revenues 48,014 45,967 39,681

Gross profit 25,611 22,881 19,636

Gross margin in % 53.3% 49.8% 49.5%

Research and development expenses, net 6,498 6,369 6,356

Selling and marketing expenses 9,113 8,174 8,217

General and administration expenses 4,706 4,961 4,707

Amortization of deferred stock-based compensation 271 371 611

Operating income 5,294 3,377 356

Operating margin in % 11.0% 7.3% 0.9%

Net income 4,905 3,874 561

Cash flows

Cash flows provided by (used in) operating activities 5,388 3,455 (3)

Cash flows provided by (used in) investing activities 527 (4,860) 1,705

Cash flows provided by financing activities 337 11 -

Balance sheet as of December 31, 

Cash and equivalents 19,346 13,946 10,816

Total assets 41,329 35,888 30,728

Total liabilities 14,024 14,096 13,192

Total shareholders’ equity 27,305 21,792 17,536

Share

Basic earnings per share in US dollars 0.91 0.73 0.11

Share price as of December 31, 5.40 Euro 3.10 Euro 3.13 Euro

Employees

Employees as of December 31, 194 199 205

2012 2011 2010

Financial 
highlights

table 
oF contents;
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AVT pioneer oF print-control solutions
since its establishment 20 years ago, AVT maintains its position of leadership in automatic print inspection systems 
and color‑control solutions that help the printing industry produce better and defect‑free prints.
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awarded two prizes during the quarter. The first was the Label industry Award for new innovation for 2012 for 
spectraLab (AVT is the only company to have been awarded this prestigious prize for the second time). We also 
received the certificate of Merit Award from ABFLeXo/FTA Brazil (Brazilian Flexographic Technical Association) 
at the Annual Quality ceremony in sao paulo attended by more than one thousand industry executives. These 
two awards reiterate, once again, AVT’s leadership position in and contribution to the packaging, labels, folding 
cartons and commercial printing markets.
Q4 2012 ended the year with the highest revenues and profitability in 4 years. Revenues were $12.7 million 
growing 1.5% over the comparable period in 2011, and net profits jumped to $2.0 million. it seems that the us 
is finally recovering, and its contribution growth to our business is significant.

2012 was a busy year for AVT. We participated in numerous exhibitions and received prestigious awards. And 
most importantly, we succeeded to leverage our technological leadership position to increase our business 
and profitability. We have new products being developed, and new market niches to address, so the next year 
should be as busy and successful.

We are very pleased with our achievements in 2012, and take pride in having been able to remain focused and on 
target with our objectives. There are still many opportunities ahead of us and we plan to seize them in the near future.

sincerely yours,

shlomo Amir, president & ceo

i m pleased to report that 2012 has been a very good year for AVT, with a steady increase in both revenues 
and profitability. Marking the 20th anniversary of the company, 2012 was a year of many celebrations.

QUARTER OvER QUARTER, AvT RECORDED CONSECUTIvE 
INCREASES IN REvENUES. IN 2012 TOTAl REvENUES REAChED 
$48.0M COMpARED wITh $46.0M IN 2011 GROwING By 4.5% 
OvER 2011.

ThESE RESUlTS ARE IN lINE wITh ThE UpwARD TRENDS wE 
hAvE BEEN ExpERIENCING IN RECENT yEARS AND wITh ThE 
COMpANy’S STRATEGIC GOAlS AND vISION.

Despite the modest revenues growth, our profits grew significantly faster. operating profit in 2012 was $5.3 
million, 56.8% higher than 2011. This is a sign of the operating leverage we have built in our company, and i 
expect it to continue to play a role in 2013 as well.

The first quarter of 2012 saw a remarkable increase in revenues, gross margin and net and operating income. 
Along with the improvement in financial performance, Q1 was all geared towards AVT’s participation in DRupA, 
the leading show in the printing industry.

in Q2 2012, revenues and net profit also increased compared with the parallel period in 2011, but we experienced 
some slowdown in the us, where order bookings were lower than usual and had a negative impact on the 
company’s overall results. This performance was offset by our success in DRupA, where we introduced the new 
iso‑compliant spectraLab on‑press online spectrophotometer for color and density measurements. 

We also presented printVision/Titan for the decorated metal industry, printVision/neptune for the commercial 
printing market, and printVision/Helios sense for the labels industry. our products were not only displayed in 
our own booth but were also demonstrated by several oeM partners (among them Hp, comexi and gallus). in 
addition, we booked over $2 million in new orders and collected more than 1,000 new leads. it was undoubtedly 
a very vibrant and successful show.

The third quarter also showed remarkable results, with increased product order booking to the packaging and 
labels markets and net income. Total order booking was $12.6 million, the highest in four years. in september 
2012, AVT participated in the Labelexpo show in chicago, the leading global labels tradeshow. We presented 
our entire suite of products and also introduced the new spectraLab for the labels market. We were also 

dear shareholders,
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the  management

Shlomo Amir    president & ceo
Mr. Amir joined AVT in 1997. Before joining AVT, Mr. Amir served for two years as vice president 
of marketing and sales at nice systems Ltd., an israel‑based international high‑tech company in 
the area of digital voice logging. previously, Mr. Amir worked for 12 years at scitex corporation, an 
israeli high‑tech company serving the pre‑press industry. in his last nine years with scitex, he was 
based in its european subsidiary in Brussels, serving in various marketing, sales and management 
positions. Mr. Amir holds the degrees of a B.sc. in Mathematics and computer science from Tel 
Aviv university, israel, and an MBA from Boston university, Massachusetts, united states.

Barry Ben-Ezra    Vp R&D
prior to joining AVT in 2007, Mr. Ben‑ezra worked for 12 years at orbotech Ltd., an israel‑
based international high‑tech company, serving the printed circuit Board and Flat panel Display 
manufacturing industries. As Vp of the pcB Division he established and lead the company’s disruptive 
Maskless Lithography program, responsible for development of technology, products, market and 
business. prior to that, Barry served for six years at scitex corp., an israeli high‑tech company, serving 
the pre‑press industry, and as Vp R&D at cubital, a Desktop Manufacturing spin‑off of scitex. Barry 
holds a Bsc degree in Mathematics and computer science from the university of Tel‑Aviv.

Nadav Yassour    chief Financial officer
Mr. Yassour is a senior financial executive with over 20 years of experience in both international 
corporate finance and early venture development in leading high‑tech companies. Before joining 
AVT in January 2009, Mr. Yassour served as eVp and global cFo at Hobart Holdings Ltd., a prominent 
group of development stage medical device companies. previously, he served as eVp & cFo of 
MessageVine inc., provider of instant messaging systems for global wireless carriers. prior to that, 
Mr. Yassour was Vp Finance & cFo of interpharm Laboratories Ltd., RT‑seT Ltd. and Leaf systems 
inc. Mr. Yassour started his career at scitex corporation where he was the Manager of corporate 
economic and Financial planning Department. Mr. Yassour holds a BA Degree in economics and 
political science from Haifa university and an MBA from oregon state university, united states. 

Koby Shtaierman    executive corporate Vp, sales & president, AVT europe 
prior to joining AVT in 1999, Mr. shtaierman was vice president of marketing at Technomatix, 
a multinational company headquartered in israel that develops computer‑aided production 
engineering software tools for the automotive and aerospace industries as well as heavy 
industries worldwide. previously, Mr. shtaierman served at scitex corporation for 10 years in 
various positions, including as R&D project manager and later as director of marketing for scitex’s 
input systems division. Mr. shtaierman holds B.sc. and M.sc. degrees in electronics and computer 
engineering from the Technion, Haifa, israel.

Niki Bassat    Vp operations
Mr. Bassat joined AVT from superDimension, a medical device company, where he was chief 
operating officer and general Manager (israel). Before that, he was chief operating officer at Raysat, 
a manufacturer of in‑motion satellite antennas. He was the chief operating officer at power paper, a 
provider of micro‑powered devices. He was the chief operating officer at sATLYnX, a pan‑european 
two‑way satellite broadband services provider, and served as managing director of sATLYnX gmbH. 
prior to that, he was the Vice president, operations, at gilat satellite networks. Mr. Bassat also worked 
for Tadiran Telecommunications as plant Manager. He holds a B.sc. in industrial engineering from the 
Technion: israel institute of Technology, and studied towards an MBA at the Hebrew university of 
Jerusalem. He is the recipient of several awards, including the Kaplan prize (1990) and “excellence in 
Quality” awards from the israeli government (1991,1994).

Gal Shamri    corporate Vice president 
Mr. shamri Joined AVT in 1999. prior to his current position he served as marketing and business 
development manager and later as corporate marketing manager. prior to AVT, Mr. shamri worked 
at scitex corporation for six years in the input division and served in various positions including 
application specialist and product line manager. Mr. shamri holds a BA Degree in economics and 
Business Management from Haifa university and an MBA degree from Tel Aviv university, both in israel.

Lance Shumaker    president, AVT inc.
Mr. shumaker joined AVT in 1998. Before joining AVT, Mr. shumaker held various positions in the 
graphic arts market, including: director of sales for indigo America, an israel‑based international 
high‑tech company in the field of digital printing, and national accounts manager for scitex 
America corporation, an israeli high‑tech company serving the pre‑press industry. Most recently, 
Mr. shumaker was the vice president of sales for Teleservices international, a tele‑marketing 
company. Mr. shumaker holds a marketing degree from the university of Missouri, united states.

Amir Dekel    corporate Vp Marketing 
Mr. Dekel holds a Ms in electrical engineering in communications and computer science from 
polytechnic university nY, usA. For the past 8.5 years he has worked for AVT to establish an automatic 
inspection methodology for the labels market and as the Director of Marketing in AVT, inc. in the us. 
prior to AVT, Mr. Dekel held various positions in the communications and telecommunications fields, 
including positions in china (gM of a large telecommunication joint venture), in the us (8 years of 
various positions in the communications field and consumer products companies). 

Alan Then    general Manager AVT Rockwall
prior to joining AVT, Mr. Then has enjoyed over 20 years career in technology and business. prior 
to joining AVT he served 8 years as the coo of Advance optical systems, a secure communication 
system company.  Mr. Then holds a B.s. and M.s. in Material science and engineering from 
The pennsylvania state university, as well as a M.s. in Management of Technology from the 
Massachusetts institute of Technology. He has been granted a number of patents in the fields of 
Micro‑electro‑mechanical‑systems (MeMs) and sensors.
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1995
pV/9000
First 
automatic 
inspection system
The first automatic inspection system introduced by AVT, the pV/9000 
is a process‑control and defect‑detection solution that helps printers 
reduce waste, create better print and increase press efficiency. 

To date, AVT installed over 4000 of such systems around the world.
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20
01printVision /Argus 

100% process control 
& Quality assurance 
technology

groundbreaking integration of process control and 
quality assurance that ensures that no defect goes 
undetected. combining two inspection technologies 
in a single system, printVision/Argus puts the operator 
in total control and yields top quality prints.

199919981997 2000
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print Vision / Helios
the most advanced & innovative 100% 
automatic inspection 
solution on the market

20
03

20
02

20
05

20
06

AVT’s print Vision/Helios revolutionized the market with an end‑to‑end 
print‑production workflow, from setup through printing to finishing. 
powered by sophisticated algorithms, it detects any type of 
defect and has been installed in over 1,000 machines worldwide. 
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 20
 09

colorQuick /
clarios 
new generation 
oF color control 
& automation 

solution drives 
production 
excellence

Fast, accurate, closed‑loop color‑control system 
featuring an iso‑compliant spectrophotometer 
ensures shorter turnaround, better color matching 
and varied mix of products and formats.

2007 2008 20112010
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2012
in line with AVT’s long tradition of innovation, spectraLab is the latest addition to AVT’s successful color‑monitoring solutions. 
Featuring inline spectral measurements, absolute color measurements, L*a*b* and density readings 
that match color standards and designs, it is the ultimate solution for the challenging, 
flexible and dynamic packaging market.

spectralab
award-winning 
innovation
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We may from time to time make written or verbal forward‑looking statements, in reports to 
shareholders, in press releases and investors’ webcasts. You may identify these forward‑looking 
statements by use of words such as “strategy”, “expects”, “continues”, “plans”, “anticipates”, “believes”, 
“will”, “estimates”, ”intends”, “projects”, “goals”, “targets”, and other words of similar meaning. You can 
also identify them by the fact that they do not relate strictly to historical or current facts.

We cannot assure you that any forward‑looking statement will be realized, although we believe 
we have been prudent in our plans and assumptions. Achievement of future results is subject to 
risks, uncertainties and inaccurate assumptions. should known or unknown risks or uncertainties 
materialize, or should underlying assumptions prove inaccurate, actual results could vary materially 
from those anticipated, estimated or projected. investors should bear this in mind as they consider 
forward‑looking statements and whether to invest or remain invested in Advanced Vision Technology 
(AVT) Ltd. securities. The forward‑looking statements relate to, among other things: operating 
results; anticipated cash flow; gross margins; adequacy of resources to fund operations and our 
ability to maintain average selling prices despite the aggressive marketing and pricing strategies of 
our competitors.

The following discussion and analysis of our financial condition and results of operations should 
be read in conjunction with our consolidated financial statements, the related notes and other 
financial information included elsewhere in this annual report.

Our Solutions
We have developed fully integrated solutions that include software applications and hardware 
components that can be deployed in a modular manner. This flexibility allows our customers to 
incorporate additional functions and capabilities as their business or operation require.

Solution Market Served purpose

printVision/Jupiter packaging ‑ 
on press process control

The industry standard solution for on‑press 
automatic inspection. The pV/Jupiter offers 
superior process control capabilities that 
reduces production cost and enhances 
product quality. The pV/Jupiter can be 
equipped with added value modules such 
as press control, color management and 
barcode verification.

printVision/Apollo packaging ‑ 
100% Quality Assurance

printVision/Helios Labels and narrow web 
printing inspection 
applications

equipped with 100% LccD technology, 
the pV/Apollo offers Quality Assurance 
solution and can be integrated on press 
or on various post press stages such as 
Lamination, Doctoring or slitting rewinding.

Advanced 100% automatic inspection 
platform that support the specific label 
& narrow web application & workflows. 
installed on press or on rewinder, the pV/
Helios provides excellent process control & 
100% Quality Assurance.

printVision/
Helios sense

Labels and narrow web 
printing inspection for 
pharmaceutical and 
Braille  applications

Advanced 100% automatic inspection 
platform that support the pharmaceutical 
application with Braille printing as required 
by the eu regulations.

printVision/
Argus and
printVision/
Argus elite

packaging ‑ on press 
process control & 
Quality Assurance

A unique combination of process control 
& Quality Assurance. pV/Argus is the top of 
the line solution for high quality packaging 
applications. The new Argus elite provides 
a unique 100% inspection with in image 
register and pressure setting.

management’s discussion & analysis of 
Financial condition & results of operations

management’s discussion & analysis of 
Financial condition & results of operations
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Solution Market Served purpose

printVision/neptune commercial printing AVT newest 100% automatic inspection 
platform that supports the specific web 
offset and commercial Application. installed 
on commercial presses, the pV/neptune 
provides excellent process control & 100% 
Quality Assurance.

Microcolor/
Mercury

Web and sheetfed offset 
presses, all market segments 
(commercial, newspaper, 
packaging, Labels)

colorQuick commercial and newspaper 
printing/ Web offset

next generation remote ink control solution, 
utilizes new powerful HW & sW platform, ease‑of‑
use touch screens, new Level of automation, and 
flexible reconfigurations for smooth upgrades.

closed loop color control system that utilizes a 
spectrophotometer to measure colors on press. 
The cQ system converts spectrophotometric 
data to industry standard ink density and 
L*a*b* information and then compares the 
measured value to pre‑defined job targets 
or standards. The system will automatically 
make adjustments to the press ink keys so that 
quality standards are met. The system reduces 
production cost while improving print quality.

colorQuick/clarios commercial and 
newspaper printing/ 
Web offset

Based on the proven colorQuick spectral 
technology, this next generation color control 
solution, includes new powerful HW & sW platform 
with easy to use touch screen based operation, 
higher productivity and new added‑value tools.

printQuick commercial printing/
Web offset

A sophisticated automatic closed loop 
color‑to‑color register control designed for 
commercial presses.

Solution Market Served purpose

pRegister & iReg Automatic register pre‑setting and control 
module. The new iReg module adding 
simplicity of click and drag to the register 
process and does not require any special 
targets to bring the press into registration.

presco

iΔeal

Automatic plate pressure pre‑setting and 
control module.

in line color measurement module for 
Δe and ΔL*a*b‑based color pre‑setting 
guidance and run‑time color management.

spectraLab packaging The latest in absolute color measurement 
technology deployed to the packaging 
market. A color measurement addition to the 
printVision family that measures and reports 
spectral L*a*b* values utilizing true 31 channels 
spectrophotometer, the only inline device in 
the industry that is calibrated to iso std.

printVision/Titan packaging/ Metal 
Decorated Boxes

AVT’s newest 100% automatic inspection 
platform that support the specific needs of 
the metal decorating sheets for metal boxes 
market. installed on metal sheet printing  
press and provides excellent process and 
QA with a very rapid Roi.

Microcolor ii Web and sheetfed offset 
presses, all market segments 
(commercial, newspaper, 
packaging, Labels)

Full‑featured remote digital ink fountain control 
system suitable for use on virtually any sheetfed 
or web offset press, integrated into the 
printing units and allows the press operator to 
automatically and remotely control ink fountain 
key positions from a remote workstation.  

RibbonQuick commercial printing/ 
Web offset

An automatic system that determines 
and controls print‑to‑cut and print‑to‑fold 
position of web offset presses.

management’s discussion & analysis of 
Financial condition & results of operations

management’s discussion & analysis of 
Financial condition & results of operations
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our products and services are primarily sold directly to end‑users; a portion of product sales are sold 
through distributors and strategic partners. By December 31, 2012 approximately 3,000 printVision 
platforms, 3,300 Microcolor/Mercury systems and over 890 colorQuick/clarios systems were installed 
worldwide. no distributor or end‑user accounted for more than 10% of revenues in 2012 and 2011.

Overview
AVT was incorporated in october 1992 and introduced the prototype of its first product, the 
printVision/ 9000, in 1996. commercial sales of printVision/ 9000 commenced in the second quarter 
of 1997.
We established AVT inc. in october 1996 to serve as our direct distribution channel in the Americas. 

on June 19, 2002 we concluded the acquisition of the assets of geiger Vision systems gmbH (gVs) 
of Munich, germany for a consideration of approximately 1 (one) million euro. The acquisition of 
gVs assets (mostly intangible) was a strategic decision to facilitate the penetration into the Labels 
print market. The acquisition was accounted for as a purchase, and accordingly, the purchase price 
was allocated to the assets acquired based on their respective fair values. 
AVT (germany) gmbH was established in June 2002 to absorb the assets and operations of gVs 
and became our selling arm in the german speaking countries in europe. As of January 1, 2006 AVT 
(germany) gmbH commenced serving as our direct distribution channel for europe. AVT eMeA 
(Belgium) cVBA was established in July 2007 consolidating and controlling our european customer 
support operations.

on october 1, 2007, as part of our strategy of diversifying into new growth areas for process control 
technologies, AVT inc., a wholly‑owned subsidiary of AVT Ltd., acquired all of the outstanding shares 
of graphics Microsystems inc. (gMi) and certain related intellectual property assets for approximately 
$33.5 million in cash (including transaction expenses of $0.5 million). gMi was a privately held us 
corporation, supplying  closed Loop color control (cLc) systems, color management and reporting 
software, and remote digital ink fountain control systems to leading commercial printers and press 
manufacturers worldwide.

Via this acquisition AVT entered the commercial and newspaper printing markets.
gMi’s products are sold to leading commercial, semi‑commercial, newspaper and specialty printers in 
the heatset and coldset web printing markets as well as printing press oeMs worldwide.  in addition, 
gMi also supplies the industry with press controls such as closed loop color‑to‑color register and 
ribbon/cutoff control systems.  
By purchasing gMi, we strategically expanded our market share in the printing industry both in terms 
of market segments addressed and process and color control solutions offered to the traditional 
markets of both AVT and gMi. The factors that contributed to the purchase price that resulted in 
recognition of goodwill included synergies, the benefits of increased market share and strategic 
positioning value.

our future revenues and operating results may fluctuate on a quarterly and on an annual basis 
due to a combination of factors, including but not limited to: variations in the timing of orders 
and deliveries of our products; variations in payment terms; variations in the size of orders and 
their internal product mix; by our customers; new product introductions; by the company and its 
competitors; market acceptance of new products; the expansion and effectiveness of our distribution 
network; variations in capital spending budgets of print shops; foreign currency exchange rates; and 
general economic conditions and economic conditions specific to the printing industry.
exchange rate exposure affects our results as we have both sales and costs in many currencies other 
than the us Dollar (mainly in euro). in 2012 the european currency increased in value relative to the 
us Dollar by approximately 2.0%. in israel, during 2012, the new israel shekel (“nis”) increased in 
value relative to the us Dollar by 2.3%.

Off-Balance Sheet Transactions
We have not engaged in nor been a party to off‑balance sheet transactions.

Information on the Company
Manufacturing 
our manufacturing activities for systems consist primarily of the manufacturing, assembly and testing 
of components and subassemblies that are acquired from third party vendors and subcontractors 
and then integrated by us into a finished system.
We manufacture our packaging and labels products in our facility in Hod Hasharon, israel. our 
commercial printing products as well as our closed Loop color control solutions and absolute color 
measurement products deployed to the packaging and labels markets are manufactured in our 
facility in Rockwall, Texas. our products are built in accordance with industry standard infrastructure 
and are pc compatible. The hardware elements in our packaging and labels products are based 
primarily on standard commercial off‑the‑shelf components. The hardware elements for the 
commercial printing as well as absolute color measurement products for the packaging and labels 
markets are manufactured mainly in the Rockwall facility. All products utilize proprietary in‑house 
developed circuit boards and algorithms as well as image acquisition and image analysis techniques 
and software.
some of the components we use have a single approved manufacturer while others have two or more 
options for purchasing. in addition, for some of the components and subassemblies we maintain 
an inventory to limit the potential for interruption. We also carry out relationships directly with 
some of the more significant manufacturers of our components. Although certain components and 
subassemblies, we use in our existing products, are purchased from a limited number of suppliers, 
we believe that we can obtain alternative sources of supply in the event that such suppliers are 
unable to meet our requirements in a timely manner.

management’s discussion & analysis of 
Financial condition & results of operations

management’s discussion & analysis of 
Financial condition & results of operations
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Service and Support
We have focused on building a strong service and support organization for all our systems and have 
focused on assisting the various regions, in which we operate, to be as self‑sufficient as possible. 
We maintain a staff of highly skilled customer service engineers at our headquarters in israel as well 
as in Rockwall Texas that offer support to our customers and distributors. These service engineers, 
as well as additional service engineers located in our subsidiaries in europe and in the Americas, 
provide first class field services and support worldwide. We install, service and provide training to 
customers on all our products. Within a very short time after delivery and with a minimum amount 
of site preparation by the customer, installation of a typical system can usually be completed at the 
customer’s site, either by us or by third parties. generally, our customer support engineer installs 
and checks the system. As part of the installation procedure, we provide system documentation and 
basic training in maintenance and application.
We maintain regular training and installation support sessions for our service engineers and 
distributors. our systems are generally sold with a warranty for repairs of hardware and software 
defects and malfunctions. The usual term of such warranty is one year after installation.  in addition, 
for a fee, we offer customers service and maintenance contracts commencing after the expiration 
of the warranty period. software, whether contained in optional features or forming an integral part 
of the functioning capacity of the system, is licensed. software updates are typically included in the 
service fee.

Research & Development
We believe that the development of new products and the enhancement of existing products are 
essential to our future success. Therefore, we intend to continue to devote substantial resources 
to research and new product development, and to continuously improve our systems and design 
processes in order to reduce the cost of our products. our research and development efforts 
have been financed through our internal funds and certain programs sponsored through the 
government of israel. We believe our research and development effort has been an important factor 
in establishing and maintaining our competitive position.

Selling and Marketing 
We market our products for automatic inspection of printed materials and press control, closed 
Loop color control (cLc), color management and reporting software and provide customer support 
directly and through our wholly‑owned subsidiaries in the united states and europe and indirectly 
through our representative office in china as well as through network of dealers and representatives 
in Asia‑pacific.  
Approximately 37 people are engaged in the company’s worldwide selling and marketing efforts, 
which include participation in various trade shows and conventions, publications and trade 
press, demonstrations performed in company facilities and daily contact with customers by sales 
personnel.

Critical Accounting Policies
our discussion and analysis of our financial condition and results of operations are based on our 
consolidated financial statements, which have been prepared in accordance with generally accepted 
accounting principles in the united states (“us gAAp”). While all the accounting policies impact the 
financial statements, certain policies may be viewed to be critical. These policies are those that are 
both most important to the understanding of our financial condition and results of operations and 
require our management’s most difficult, subjective and complex judgment and estimates. Actual 
results could differ from those estimates.
For any given individual estimate or assumption made by us there may be alternative estimates 
or assumptions which are also reasonable. We believe that, given the facts and circumstances at 
the time of making the relevant judgments, estimates or assumptions, applying any such other 
reasonable judgment may cause a material effect on our consolidated results of operations, financial 
position or liquidity as presented in the consolidated financial statements.

Management believes that the significant accounting policies which affect its more significant 
judgments and estimates used in the preparation of the consolidated financial statements are the 
most critical to aid in fully understanding and evaluating our reported results include the following: 

- Revenue Recognition

- Inventory Valuation

- Impairment of Long-Lived Assets and  Goodwill

- Taxes on Income

- Stock-Based Compensation

- Impact of Inflation and Exchange risk

Revenue recognition.    We derive revenues primarily from two sources: product revenues, 
which include hardware and software. service revenues, which comprised mainly of income from 
hardware and software maintenance contracts; time and material charges; consulting, installation 
and training fees and sales of spare parts. Revenues related to the sale of our products are generally 
recognized when persuasive evidence of an agreement exists; the product has been delivered; 
the sale price is fixed and determinable, no further obligations exist, and collection is probable. 
if a payment is conditioned by the installation of the product, the revenue recognition of the 
conditioned amount will be deferred, until the payment is due. 
installation and training are not considered essential to the automatic inspection product capabilities 
since they do not require specialized skills and can be performed by other vendors. conversely, 
upon delivery of our commercial web offset products, we defer revenues in an amount equivalent 

management’s discussion & analysis of 
Financial condition & results of operations

management’s discussion & analysis of 
Financial condition & results of operations
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to the fair value of installation and training and recognize those deferred revenues once installation 
and training has been completed. 

in the normal course of business, we do not provide a right of return to our customers. sales 
agreements with specific acceptance terms are not recognized, until the customer has confirmed 
in writing that the product or service has been accepted.
Revenues from maintenance and professional services are recognized ratably over the contract 
period, or as services are performed.
When transactions involve multiple elements, revenues are allocated to the elements based on 
the fair value of each element in the arrangement. The best evidence of fair value is the price of a 
deliverable when it is regularly sold on a standalone basis.  Fair value is limited to (a) the price charged 
for a deliverable when it is sold separately or (b), for a deliverable not yet being sold separately, the 
price established by management having the relevant authority.

Inventory Valuation.    At each balance sheet date, we evaluate our inventory balance for 
excess quantities and obsolescence. This evaluation includes analysis of sales levels by product line 
and projection of future demand. in addition, we write off inventories that are considered obsolete. 
Remaining inventory balances are adjusted to the lower of cost or market value. if future demand 
or market conditions are less favorable than our projections, additional inventory write‑off may be 
required and would be reflected in cost of sales in the period the revision is made. 
  
Impairment of Long-Lived Assets, Other Intangible Assets and Goodwill. 
our long‑lived assets include property and equipment, goodwill and other intangible assets. in assessing 
potential impairment of the long‑lived assets, we consider the projected contribution of that asset, to 
our results of operations and other pertinent information. We will record an asset impairment charge 
when there are indicators that the asset has experienced a decline in value that is other than temporary. 
no impairment charge has arisen as a result of the impairment evaluation performed in the fourth 
quarter of 2012, 2011 and 2010.

in assessing the recoverability of our property and equipment, goodwill and other intangible assets, 
we must make assumptions regarding the estimated future cash flow and other factors to determine 
the fair value of the respective assets. if these estimates or their related assumptions change in the 
future, we may be required to record impairment charges for these assets.

Asc 350 requires that goodwill be tested for impairment at the reporting unit level on an annual basis 
and between annual tests if an event occurs or circumstances change that would more likely than 
not reduce the fair value of a reporting unit below its carrying value. These events or circumstances 
could include a significant change in the business climate, legal factors, operating performance 
indicators, competition or sale or disposition of a significant portion of a reporting unit. Application 
of the goodwill impairment test requires judgment, including the identification of reporting units, 

assignment of assets and liabilities to reporting units, assignment of goodwill to reporting units, 
and determination of the fair value of each reporting unit. The goodwill impairment test is a two‑
step test. under the first step, the fair value of the reporting unit is compared with its carrying value 
(including goodwill). if the fair value of the reporting unit is less than its carrying value, an indication 
of goodwill impairment exists for the reporting unit and the enterprise must perform step two 
of the impairment test (measurement). under step two, an impairment loss is recognized for any 
excess of the carrying amount of the reporting units’ goodwill over the implied fair value of that 
goodwill. if the fair value of the reporting unit exceeds its carrying value, step two does not need 
to be performed. The fair value of each reporting unit is estimated using a discounted cash flow 
methodology. This requires significant judgments including estimation of future cash flow, which 
is dependent on internal forecasts, estimation of the long‑term rate of growth for our business, the 
useful life over which cash flow will occur and determination of our weighted average cost of capital. 
changes in these estimates and assumptions could materially affect the determination of fair value 
and/or goodwill impairment for each reporting unit. We allocate goodwill to reporting units based 
on the reporting unit expected benefit from the acquisition. We evaluate our reporting units on an 
annual basis and, if required, reassign goodwill using a relative fair value allocation approach.

We will perform impairment test should circumstances indicate that an impairment loss may exist. 
The outcome of such testing may lead to the recognition of additional impairments.  During 2012, 
2011 and 2010 no indicators for such impairment existed.
As of December 31, 2012, the carrying value of our long‑lived asset was $706 thousand including 
Technology & patents, customer Relationships and Trademarks/Trade names intangible assets 
related to gMi acquisition.

We are required to assess the impairment of long‑lived assets, tangible and intangible, other than 
goodwill, Asc 360 on a periodic basis, when events or changes in circumstances indicate that the 
carrying value may not be recoverable. impairment indicators include any significant changes in the 
manner of our use of the assets or the strategy of our overall business, significant negative industry 
or economic trends and significant decline in our share price for a sustained period.
upon determination that the carrying value of a long‑lived asset may not be recoverable based 
upon a comparison of aggregate undiscounted projected future cash flow to the carrying amount 
of the asset, an impairment charge is recorded for the excess of carrying amount over the fair value. 
We measure fair value using discounted projected future cash flow.

Taxes on Income.   Taxes on income are calculated based on our assumptions as to our 
entitlement to various benefits under the Approved enterprise Law. our entitlement to such benefits 
is conditional upon its compliance with the terms and conditions prescribed in this law.  

We record income taxes using the asset and liability approach. Deferred income tax assets and 
liabilities are recognized for future tax consequences attributable to differences between the 
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financial statement carrying amounts of existing assets and liabilities and their respective income 
tax bases, and net operating loss and tax credit carry forwards. our financial statements contain tax 
assets which have arisen as temporary differences between book and tax accounting. significant 
management judgment is required in determining our provision for income taxes, our deferred 
tax assets and liabilities and any valuation allowance recorded against our net deferred tax assets. 
We have considered future taxable income, prudent and feasible tax planning strategies and other 
available evidence in determining the need for a valuation allowance.  
We evaluate all of these factors to determine whether it is more likely than not that some portion or 
all of the deferred income tax assets will not be realized. if the realization of deferred tax assets in the 
future is considered more likely than not, an adjustment to the deferred tax assets would increase 
net income in the period such determination was made.  

our effective tax rate may vary from period to period based on changes in estimated taxable income 
or loss, changes in the valuation allowance, changes in state or foreign tax laws, future expansion 
into geographic areas with varying country, state and local income tax rates, deductibility of certain 
costs and expenses by jurisdiction and as a result of acquisitions, divestitures and reorganizations.

Stock-Based Compensation.   We account for stock‑based compensation in accordance 
with the provisions of Asc 718. under the fair value recognition provisions of Asc 718, stock‑
based compensation cost is estimated at the grant date based on the fair value of the award and 
is recognized as expense ratably over the requisite service period of the award. Determining the 
appropriate fair value model and calculating the fair value of stock‑based awards, which includes 
estimates of stock price volatility, forfeiture rates and expected terms, requires judgment that could 
materially impact our operating results.

Impact of Inflation and Exchange risk.   our consolidated Financial statements are 
prepared in us Dollars. substantially most of our revenues are made outside israel in us Dollars. sales 
in the united states and other regions except for the european union are typically denominated in 
us Dollars, sales in europe are primarily in euro, us Dollars or pound sterling. Furthermore, a portion 
of our costs is incurred in us Dollars and another portion is incurred in new israel shekel (“shekel” or 
“nis”) and euro. since the us Dollar is the primary currency in the economic environment in which 
the company operates, the us Dollar is its functional currency and accordingly, monetary accounts 
maintained in currency other than the us Dollar are re‑measured using the foreign exchange rate 
at the balance sheet date and transaction gains and losses from re‑measurements are reflected in 
the statement of operations as financial income or expenses, as appropriate.

Historically, the israeli currency, the nis has been devalued in relation to the us Dollar and other 
major currencies, principally to reflect the extent to which inflation in israel exceeds average inflation 
rates in western economies. such devaluations in any particular fiscal period are never completely

synchronized with the rate of inflation, the annual rate of devaluation of the nis against the us 
Dollar and the gap between them for the periods indicated: 

Although a material portion of our costs relate to the operations in israel, part of these israeli costs 
are denominated in us Dollars or linked thereto. costs not denominated in, or linked to, us Dollars 
are converted to us Dollars, when recorded, at the then prevailing exchange rates. To the extent 
such costs are linked to the israeli consumer price index, such costs may increase, if the rate of 
inflation in israel exceeds the rate of devaluation on the nis against the us Dollar, or if the timing 
of such devaluations were to lag considerably behind inflation. conversely, such costs may, in us 
Dollar terms, decrease if the rate of inflation is lower than the rate of devaluation of the nis against 
the us Dollar.

Organizational Structure
The following is a list of all our subsidiaries, including the name, country of incorporation or residence, 
and the proportion of our ownership interest in each:

Year ended December 31,

inflation 1.6% 2.2% 2.7%

Devaluation (revaluation) (2.3%) 7.7% (6.0%)

inflation (devaluation) gap 3.9% (5.5%) 8.7%

2012 2011 2010

Advanced Vision Technology AVT (germany) gmbH germany 100%

Advanced Vision Technology inc. usA 100%

AVT eMeA cVBA Belgium 100%

graphics Microsystems inc usA 100%

  Name of Subsidiary   Country of Incorporation percentage of Ownership Interest
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Operating Results
The following table sets forth selected consolidated statements of income data for each of the years 
ended December 31, 2012, 2011 and 2010 in thousands us Dollars: 

Year ended December 31,

Revenues 48,014 45,967 39,681

cost of revenues 22,403 23,086 20,045

gross profit  25,611 22,881 19,636

gross margin in % 53.3% 49.8% 49.5%

operating expenses:

 Research and development, net 6,498 6,369 6,356

 selling and marketing 9,113 8,174 8,217

 general and administrative  4,706 4,961 4,707

Total operating expenses 20,317 19,504 19,280

operating income  5,294 3,377 356

Financial expense, net 31  221 551

income (loss) before taxes on income 5,263 3,156 (195)

Taxes on income (tax benefit) 358 (718) (756)

net income  4,905 3,874 561

2012 2011 2010

The following table sets forth selected consolidated statements of income data for each of the three 
years ended December 31, 2012, 2011 and 2010 expressed as a percentage of total revenues:

Year ended December 31,

Revenues 100% 100% 100%

cost of revenues 46.7 50.2 50.5

gross profit  53.3 49.8 49.5

operating expenses:

 Research and development, gross 14.9 15.2 17.9

 Less ‑ grants  (1.4) (1.4) (1.9)

 selling and marketing 19.0 17.8 20.7

 general and administrative  9.8 10.8 11.9

Total operating expenses 42.3 42.4 48.6

operating income 11.0 7.4 0.9

Financial expense, net 0.1 0.5 1.4

income (loss) before taxes on income 10.9 6.9 (0.5)

Taxes on income (tax benefit) 0.7 (1.5) (1.9)

net  income  10.2 8.4 1.4

2012 2011 2010

management’s discussion & analysis of 
Financial condition & results of operations

management’s discussion & analysis of 
Financial condition & results of operations



34.   AVT Annual Report 2012 .35

The annual schedule of amortization of acquired intangible assets is comprised of amortization of 
Technology of in the amount of $257 thousand in each of the years 2012, 2011 and 2010, respectively, 
and in 2012, 2011 and 2010 the customer Relationship and Trade Marks amortization amounts were 
$106 thousand, $117 thousand, $41 thousand, respectively. 
Technology and Trade Marks are amortized ratably over 7 and 10 years, respectively and customer 
Relationship is amortized using the accretion method over 10 years commencing from the date of 
closing on october 1, 2007. 

The following table sets forth selected proforma consolidated statements of income data adjusted to 
exclude the impact of non‑cash annual amortization of acquired intangible assets of $363 thousand 
in 2012, $374 thousand in 2011 and $297 thousand in 2010. 
in addition, proforma consolidated statements of income excludes non cash stock‑based 
compensation expenses of $271 thousand in 2012, $371 thousand in 2011and $611 thousand in 
2010, for each of the years ended December 31 2012, 2011 and 2010 in thousands us Dollars:

Year ended December 31,

Revenues 48,014  48,014 45,967 39,681

cost of revenues 22,403 310 22,093 22,746 19,671

gross profit  25,611 310 25,921 23,221 20,010

gross margin in % 53.3%  54.0% 50.5% 50.4%

operating expenses:

 Research and development, net 6,498 68 6,430 6,275 6,242

 selling and marketing 9,113 195 8,918 7,948 8,025

 general and administrative  4,706 61 4,645 4,876 4,479

Total operating expenses 20,317 324 19,993 19,099 18,746

operating income  5,294 634 5,928 4,122 1,264

Financial expense, net 31  31 221 551

income before taxes on income 5,263 634 5,897 3,901 713

Taxes on income (tax benefit) 358  358 (718) (756)

net income  4,905 634 5,539 4,619 1,469

2012 2011 2010

GAAp Non GAApAdjustments Non GAApNon GAAp

Year ended December 31, 2012, 
compared with year ended December 31, 2011
in fiscal 2012 we have seen continued improvement in our business. During the year we increased 
our products revenues in the packaging and Labels print markets and we managed to achieve 
significant increase in our profitability and we managed to increase our orders backlog going 
forward into 2013. 

We remain focused on increasing our revenues and realizing the benefits of the considerable 
operating leverage we have built into our business model and drive bottom‑line growth.
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Revenues
Revenues are derived primarily from the sale of our systems. Additional revenues are generated 
through the sale of support services, training and software updates to customers.
Revenues in 2012 totaled $48.0 million, 4.5% higher than the $46.0 million generated in 2011. 
Revenues in the fourth quarter of 2012 were $12.7 million, 1.5% higher than in Q4 2011.  
The increase in total revenues in 2012 is due mainly to growth in products sales to the packaging & 
Lables convertors markets.

Revenues from services are generated from maintenance contracts; time and material charges; 
consulting and training fees, installation and sales of spare parts.  We recognize revenues over the 
contractual period or as services are performed. service revenues in 2012 totaled $8.8 million (out of 
the total revenues of $48.0 million) a decrease of 10.3% compared with the $9.8 million generated 
in 2011. The decrease in service revenues is attributable to lower level of business activity in the 
commercial printing market. 
service new orders received during 2012 were $11.8 million, 1.9% higher than in 2011. The service 
orders, not yet recognized as revenues, will be recognized ratably over the contractual period. 

During 2012 new order booking totaled $49.7 million representing an increase of 4.6% over 2011 
attributable mainly to increases in the packaging and Labels markets. The ratio of total new order 
booking to revenues in 2012 was 103.5% compared with a ratio of 103.3% in 2011. Total new order 
booking in the fourth quarter of 2012 was $14.1 million, higher by 24.6% as compared with the 
same quarter last year and the ratio of new order bookings to revenues in the fourth quarter of 2012 
was 111.5%.  

As of December 31, 2012 order backlog totaled $17.4 million, an increase of 8.9% compared with 
the balance at December 31, 2011 providing us with visibility of over one quarter of revenues. 
We estimate that out of this back‑log, 55%‑70% will become revenue during Q1 of 2013, while major 
part of the remainder will become revenue in the succeeding three quarters.

The following chart sets forth breakdown of revenues by territory for each of the two years ended 
December 31, 2012 and 2011:

in 2012 the American market contributed 42% of total revenues compared with 40% in 2011 while 
eMeA (europe, Middle east & Africa) contributed 39% of total revenues compared with 44% in 2011. 
Revenues generated in Asia‑pacific contributed 19% of total revenues compared with 16% in 2011. 
 
Cost of Revenues / Gross Profit
cost of revenues includes materials, labor, manufacturing overhead and an estimation of costs 
associated with installation, warranty and training. We generally provide a one‑year warranty to 
the end‑user. A provision, based on our experience and engineering estimates, is recorded to cover 
probable costs in connection with such warranty, for the 12 months period commencing at the end 
of installation. 

gross margin in 2012 was 53.3% compared with 49.8%, in 2011. proforma gross margin in 2012 
(excluding the impact of non‑cash amortization of acquired intangible assets and stock‑based 
compensation expense) was 54.0% compared with proforma gross margin of 50.5% in 2011. 
The increase in gross margin in 2012 is due primarily to higher total revenues coupled with favorable 
sales mix and the favorable impact of the israeli shekel exchange rate relative to the us Dollar partly 
offset by the unfavorable impact of the euro exchange rate relative to the us Dollar.
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gross Margin may fluctuate due to changes in product mix as the sale of software options is 
generally increasing the platform’s selling price while keeping the same bill of material cost, and 
thus improving the gross profit. 

The following table sets forth selected consolidated expenditures data  for each of the five quarters 
ended 31.12.2012, 30.9.2012, 30.6.2012, 31.3.2012 and 31.12.2011 expressed as a percentage of total 
quarterly revenues:

Research and Development
Research and development costs are charged to the statement of operations as incurred. government 
funding for the development of approved projects is recognized as a reduction of expenses as the 
related costs are incurred.

in 2012, net research and development expenses were $6,498 thousand, 2.0% higher than in 2011 
($6,369 thousand). 

The gross costs of research and development are partially offset by government grants. in 2012 total 
government grants and participation recorded were $685 thousand compared with $638 thousand 
recorded in 2011. 
proforma net research and development expenses in 2012 (excluding the impact of non‑cash stock‑based 
compensation expense) increased by 2.4% to $6,430 thousand compared to $6,275 thousand in 2011. 
The increase in net research and development expenses is due primarily to higher subcontractor’s 
development expenses and higher personnel costs partly offset by the favorable impact of israeli 
shekel exchange rate relative to the us Dollar and higher government grants.

Selling and Marketing
in 2012, selling and marketing expenses increased to $9,113 thousand, 11.5% higher than in 2011 
($8,174 thousand). 
proforma selling and marketing expenses in 2012 (excluding the impact of non‑cash amortization 
of acquired intangible assets and stock‑based compensation expense) increased by 12.2% to $8,918 
thousand compared to $7,948 thousand in 2011. The increase in selling and marketing expenses is 
attributable primarily to higher exhibition expenses (in May 2012 the company participated in the 
DRupA tradeshow), higher products’ sales and to higher total personnel costs. 

General and Administrative
in 2012, general and administrative expenses decreased to $4,706 thousand, 5.1% lower than in 2011 
($4,961 thousand). 
proforma expenses in 2012 (excluding the impact of non‑cash stock‑based compensation expense) 
decreased by 4.7% to $4,645 thousand compared to $4,876 thousand in 2011, primarily due to lower 
personnel costs and overhead expenses partly due to the favorable impact of israeli shekel exchange 
rate relative to the us Dollar.

Stock-Based Compensation
Based on Asc 718 we recorded commencing January 1, 2006, share‑based payments as expenses based 
on their fair value at the grant date. The compensation is recorded over the requisite service period. 
The measurement of the benefit is based on the Monte carlo simulation. Total stock‑based compensation 
expense recorded during 2012 was $271 thousand compared with $371 thousand in 2011.
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Operating and Net Income             
net income for the full year ended December 31, 2012 was $4,905 thousand or a profit of $0.88 per 
share (diluted) compared with net income of $3,874 thousand or a profit of $0.70 per share (diluted) 
in 2011. 
consolidated proforma net income for 2012 (excluding the impact of non‑cash amortization of 
acquired intangible assets and stock‑based compensation expense), was $5,539 thousand compared 
with proforma net income of $4,619 thousand in 2011.
consolidated net income for 2012 includes provision for income tax of $358 thousand compared with 
a tax benefit of $718 thousand in 2011 (due to $785 thousand related to deferred income tax assets 
recorded in 2011).

The total amount of items excluded in proforma financial results presentation comprising of non‑
cash amortization of intangibles and stock‑based compensation expense totaled $634 thousand in 
2012 compared with a total of $745 thousand in 2011.

consolidated proforma operating income (excluding all expense items cited above) improved by 
43.8% from a profit of $4,122 thousand in 2011 to a profit of $5,928 thousand in 2012.  The increase 
in proforma eBiT in 2012 is due primarily to higher revenues coupled with higher gross margin 
partly offset by higher operating expenses.
 
consolidated operating expenses were 42.3% of revenues in 2012 compared with 42.4% in 2011.

proforma eBiTDA in 2012 (excluding stock‑based compensation expenses) improved from a profit of 
$4,625 thousand in 2011 to a profit of $6,342 thousand in 2012. 

Financial Expense, net
Financial expense is comprised of interest income incurred on time deposits less interest expenses 
on lines of credit and exchange rate differences.
net financial expense for 2012 was $31 thousand compared with net expense of $221 thousand for 2011. 

The decrease in financial expenses from previous year is attributable primarily to lower exchange 
rate differences and higher interest income coupled with lower bank fees. 
Financial income in 2012 accounted for $179 thousand compared with $126 thousand in 2011. 
An additional net expense of $210 thousand was generated from exchange rate differences plus 
interest and bank charges.

Taxes
We operate within multiple taxing jurisdictions and are subject to audit in those jurisdictions. 
For AVT product line we conducted a Transfer pricing study during 2010 in the united states.
For AVT and gMi product lines we conducted a Transfer pricing study during 2010 in germany. 
The recommendations of those studies were incorporated in our tax estimates. in our opinion, an 
adequate asset and provision for income taxes has been made in the financial statements. 
This asset and provision takes into consideration the tax reform effective in israel as of January 1, 
2003 and potential tax liability in other jurisdictions.
During Q4 2010 the israeli tax authorities have concluded tax assessment for the years 2006‑2008. 
The conclusion of that assessment resulted in reversal of provision for income tax in the amount of 
$815 thousand.

Liquidity and Capital Resources
As of December 31, 2012 our total current assets were $36.2 million, including a total cash balance 
and short term deposits of $19.4 million compared with cash and financial investment balance of 
$13.9 million on December 31, 2011. 
During 2012, $5,388 thousand were provided by operating activities compared with $3,455 thousand 
provided by operating activities in 2011. our 2012 net capital expenditures on fixed assets were 
$325 thousand compared with $336 thousand used during 2011.
We focus on managing our working capital, particularly in maintaining the relative low level of 
accounts receivable Days sales outstanding (Dso) and inventories. Dso in accounts receivable 
for the year ended December 31, 2012 were 59 days compared with 58 days for the year ended 
December 31, 2011.

Employees
our employees consistently remain our major asset, committed to the drive for technological 
leadership and outstanding customer service. our dedicated team has repeatedly demonstrated that 
it shares our vision, and has the motivation, innovation and commitment to customer satisfaction 
that are the key ingredients of healthy growth.
on December 31, 2012, 194 people were employed by us worldwide compared with 199 people we 
employed at December 31 2011.
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report of independent auditors

To the board of directors and shareholders of
ADVAnceD Vision TecHnoLogY (A.V.T.) LTD.

We have audited the accompanying consolidated financial statements of Advanced Vision Technology 
(A.V.T.) Ltd. (the “company”) and its subsidiaries which comprise the consolidated balance sheets as 
of December 31, 2012 and 2011, and the related consolidated statements of comprehensive income, 
changes in shareholders’ equity, and cash flows for the years then ended, and the related notes to the 
financial statements. 

management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in conformity with u.s. generally accepted accounting principles; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free of material misstatement, whether due to fraud or error.

auditor’s responsibility
our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the united 
states. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. in making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

opinion
in our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of the company and its subsidiaries at December 31, 2012 and 2011, and 
the results of its their operations and its their cash flows for the years then ended in conformity with u.s. 
generally accepted accounting principles.

Tel‑Aviv,israel
April 22, 2013

KosT FoReR gABBAY & KAsieReR 
A Member of ernst & Young global
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consolidated balance sheets consolidated balance sheets

u.s. dollars in thousands
December 31,

AsseTs

cuRRenT AsseTs:

 cash and cash equivalents  $ 12,674 $ 6,422

 short‑term deposits 6,672 7,524

 Trade receivables (net of allowance for doubtful accounts as of $ 627

 and $ 459 as of December 31, 2012 and 2011, respectively) 7,820 7,350

 inventories  5,946 6,424

 other accounts receivable and prepaid expenses  3,078 3,071

Total current assets 36,190 30,791

Long‑TeRM AsseTs:

 Deferred tax asset 302 276

 severance pay fund 2,951 2,483

Total long‑term assets 3,253 2,759

pRopeRTY AnD eQuipMenT, neT  1,180 1,269

inTAngiBLe AsseTs, neT  706 1,069

Total assets $ 41,329 $ 35,888

2012 2011

u.s. dollars in thousands (except per share amounts)
December 31,

LiABiLiTies AnD sHAReHoLDeRs’ eQuiTY

cuRRenT LiABiLiTies: 

 Trade payables $ 1,316 $ 1,859

 employees and payroll accruals 2,688 2,271

 customer advances and deferred revenues 2,344 3,156

 Accrued expenses and other liabilities  3,588 3,334

Total current liabilities 9,936 10,620

AccRueD seVeRAnce pAY 4,088 3,476

 sHAReHoLDeRs’ eQuiTY:

 share capital:

  ordinary shares of new israeli shekels (nis) 2 par value: 15,000,000 

   shares authorized at December 31, 2012 and 2011; 6,297,730 shares issued at 

   December 31, 2012 and 2011; 5,478,608 and 5,340,129 shares outstanding at 

   December 31, 2012 and 2011, respectively 3,402 3,402

 Additional paid‑in capital 62,568 62,655

 Treasury shares at cost ‑ 819,122 and 957,601 shares as of 

  December 31, 2012 and 2011, respectively (6,902) (8,069)

 Accumulated deficit (31,763) (36,196)

Total shareholders’ equity 27,305 21,792

Total liabilities and shareholders’ equity $ 41,329 $ 35,888

2012 2011

The accompanying notes are an integral part of the consolidated financial statements. The accompanying notes are an integral part of the consolidated financial statements.

u.s. dollars in thousands (except per share amounts)
Year ended December 31,
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consolidated statements of operations consolidated statements of 
changes in shareholders’ equity

u.s. dollars in thousands (except per share amounts)
Year ended December 31,

Revenues 48,014 45,967 39,681

cost of revenues 22,403 23,086 20,045

gross profit 25,611 22,881 19,636

operating expenses:

 Research and development  7,183 7,007 7,108

 Less ‑ grants  (685) (638) (752)

 selling and marketing  9,113 8,174 8,217

 general and administrative 4,706 4,961 4,707

Total operating expenses 20,317 19,504 19,280

operating income  5,294 3,377 356

Financial expense, net  31 221 551

income (loss) before taxes on income 5,263 3,156 (195)

Taxes on income (tax benefit) 358    (718) (756)

net income  $ 4,905        $ 3,874 $ 561

Basic earnings per ordinary share $ 0.91 $ 0.73 $ 0.11

Diluted earnings per ordinary share $ 0.88 $ 0.70 $ 0.10

2012                   2011                2010

u.s. dollars in thousands

Balance as of January 1, 2010 $3,402 $61,771 $(8,229) $(40,580)   $16,364

issuance of treasury shares 

 upon exercise of options ‑ (45) 59 (14)  ‑

stock‑based compensation related 

 to options granted to employees ‑ 611 ‑ ‑  611

net loss ‑ ‑ ‑ 561   561

Balance as of  December 31, 2010   $3,402 $62,337 $(8,170)   $(40,033)  $17,536 

 

issuance of treasury shares upon 

 exercise of options   ‑     (53)  101  (37) 11

stock‑based compensation related

 to options granted to employees    ‑    371  ‑  ‑ 371

net loss    ‑    ‑ ‑  3,874    3,874

        

Balance as of December 31, 2011 $3,402 $62,655 $(8,069) $(36,196)  $21,792 

issuance of treasury shares upon 

 exercise of options  ‑ (358) 1,167 (472) 337

stock‑based compensation related  

 to options granted to employees  ‑    271 ‑  ‑  271

net income    ‑    ‑    ‑    4,905  4,905 

  

Balance as of December 31, 2012 $3,402  $62,568   $(6,902) $(31,763)  $27,305

Share
capital

Additional  
 paid-in 

capital

 Treasury  
shares

 Accumulated  
deficit

 Total  
Shareholders'

equity

The accompanying notes are an integral part of the consolidated financial statements. The accompanying notes are an integral part of the consolidated financial statements.
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consolidated statements 
of cash Flows

notes to consolidated Financial statements

u.s. dollars in thousands
Year ended December 31,

cash flows from operating activities:

net income $ 4,905 $ 3,874 $ 561

Adjustments to reconcile net income to net cash provided by (used in) operating activities:

 stock‑based compensation related to options granted to employees 271 371 611

 Depreciation of property and equipment 414 503 610

 Amortization of intangible assets 363 374 297

 increase in trade receivables, net (470) (1,654) (142)

 Decrease (increase) in inventories 478 (496) 89

 Decrease (increase) in other accounts receivable and prepaid expenses (127) 489 (413)

 Decrease (increase) in deferred income taxes, net 94 (785) ‑

 increase (decrease) in trade payables (543) 481 (97)

 increase (decrease) in employees and payroll accruals 417 (129) 509

 increase (decrease) in customer advances and deferred revenues (812) 439 (955)

 increase (decrease) in accrued expenses and other liabilities 254 (68) (1,053)

 increase (decrease) in accrued severance pay, net 144 56 (20)

net cash provided by (used in) operating activities 5,388 3,455 (3)

cash flows from investing activities:

 investment in short‑term deposit (6,672) (7,524) (3,000)

 proceeds from maturity of short‑term deposit  7,524 3,000 5,000

 purchase of property and equipment (325) (336) (295)

net cash provided by (used in) investing activities 527 (4,860) 1,705

cash flows from financing activities:

proceeds from exercise of options granted to employees 337 11 ‑

net cash provided by financing activities 337 11 ‑

increase (decrease) in cash and cash equivalents 6,252 (1,394) 1,702

cash and cash equivalents at the beginning of the year 6,422 7,816 6,114

cash and cash equivalents at the end of the year $ 12,674 $ 6,422 $ 7,816

supplemental disclosure of cash flow information:

cash paid during the year for income taxes $ 95 $ 218 $ 64

2012                   2011                2010 Note 1:

Advanced Vision Technology (A.V.T.) Ltd. (“A.V.T.”) was incorporated under the laws of the state of 
israel on December 10, 1992 and commenced operations thereafter. A.V.T. and its wholly‑owned 
subsidiaries (“the company”) design, develop, manufacture, market and support an advanced 
video‑based print inspection system that automatically detects defects in various types of printing 
processes as well as closed loop color control (cLc) systems, color management and reporting 
software, and remote digital ink fountain control systems to leading commercial printers and press 
manufacturers worldwide.

Note 2:    Significant Accounting Policies

The consolidated financial statements have been prepared in accordance with us generally 
accepted accounting principles (“u.s. gAAp”).

a.   Use of estimates:
The preparation of financial statements in conformity with u.s. gAAp requires management to make 
estimates, judgments and assumptions that affect the amounts reported in the financial statements 
and accompanying notes. The company’s management believes that the estimates, judgment and 
assumptions used are reasonable based upon information available at the time they are made. These 
estimates, judgments and assumptions can affect the reported amounts of assets and liabilities 
and disclosures of contingent assets and liabilities at the dates of the financial statements, and the 
reported amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates.

b.   Financial statements in U.S. dollars:
A majority of the revenues of the company are generated in u.s. dollars (“dollars”). in addition, a 
substantial portion of the company’s costs is incurred in dollars. since management believes that 
the dollar is the currency of the primary economic environment in which the company operates, 
the dollar is its functional and reporting currency. Accordingly, amounts in currencies other than u.s 
dollars have been remeasured in accordance with Asc 830, “Foreign currency Matters”, as follows:

Monetary balances ‑ at the exchange rate in effect on the balance sheet date.

expenses ‑ at the exchange rates in effect as of the date of recognition of the transaction.

All exchange gains and losses from the remeasurement mentioned above are reflected in the 
statement of operations in financial income, net.

Management considers the non‑u.s. subsidiaries operations to be similar in nature, closely tied and 
a direct integral extension of the parent company’s operations. Accordingly, the functional currency 
of these subsidiaries is dollar. The accompanying notes are an integral part of the consolidated financial statements.
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c.   Principles of consolidation:
The consolidated financial statements include the financial statements of the company and its wholly‑
owned subsidiaries. intercompany balances and transactions including profits from intercompany 
sales not yet realized outside the company, have been eliminated upon consolidation.

d.   Cash equivalents:
cash equivalents include short‑term bank deposits that are readily convertible to cash with original 
maturities of three months or less at the date of acquisition.

e.   Short-term deposits:
A short‑term bank deposit is a deposit with a maturity of more than three months but less than one 
year. As of December 31, 2012, the deposit bears interest at an annual rate of 1.48%. As of December 
31, 2011, the deposits bear interest at an annual rate of 2.54%.

f.   Inventories:
inventories are stated at the lower of cost or market. The company evaluates periodically the quantities 
on hand relative to current selling prices and historical and forecasted sales volumes. Based on these 
evaluations, provisions are recorded if required to write down inventory to its net realizable value. such 
provisions are included in the cost of revenues. For all years presented the write‑offs were insignificant. 

cost is determined as follows:

‑ Raw materials ‑ according to the “average cost method”.

‑ Work in progress and finished products‑ 
 based on average direct manufacturing costs and allocable indirect manufacturing costs.

‑ spare parts for customer support ‑ according to the “average cost method”.

g.   Property and equipment:
property and equipment are stated at cost, net of accumulated depreciation. Depreciation is 
calculated using the straight‑line method, over the estimated useful lives of the assets, at the 
following annual rates:

computers and peripheral equipment 20 ‑ 33 (mainly 33)

Machinery and equipment  6 ‑ 20 (mainly 20)

office furniture and equipment 6 ‑ 20 (mainly 6)

Leasehold improvements The shorter of the term of the lease or the useful life of the asset

%

h.   Intangible assets:
The intangible assets are stated at cost, net of accumulated amortization. The intangible assets 
are amortized over their estimated useful life using the straight‑line method or the accelerated 
method. The amortization period of the intangible assets is as follows; the Technology and patents 
are amortized over 7 years, the customer Relationships as well as the Trademarks and Trade names 
are amortized over 10 years. intangible assets are assessed for impairment whenever there is an 
indication that the intangible asset may be impaired. The amortization period and the amortization 
method for an intangible asset is reviewed at least at each financial year‑end. changes in the 
expected useful life or the expected pattern of consumption of future economic benefits embodied 
in the asset are accounted for by changing the amortization period or method, as appropriate, and 
treated as changes in accounting estimates.

Amortization expenses of intangible assets are recognized in statement of operations, in the expense 
category consistent with the function of the intangible asset.

i.   Impairment of long-lived assets and intangible assets subject to amortization:
The company’s long‑lived assets and intangible assets subject to amortization are reviewed 
for impairment in accordance with Asc 360, “ property, plant, and equipment” and Asc 350, 
“intangibles—goodwill and other”, whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is 
measured by a comparison of the carrying amount of an asset to the future undiscounted cash flows 
expected to be generated by the asset. if an asset is considered to be impaired, the impairment to 
be recognized is measured by the amount by which the carrying amount of the asset exceeds its 
fair value. During 2012 2011, and 2010 no impairment losses have been identified as no indicators 
of impairment were present.

j.   Research and development costs:
Research and development costs, net of grants received, are charged to the statements of operations 
as incurred.

k.   Revenue recognition:
The company derives its revenues from selling its products to end users and to printing press 
manufacturers through original equipment Manufacturer (“oeM”) partners. The company also 
generates revenues from maintenance, support and repair services related to these sales.

Revenues from product sales are recognized in accordance with Asc 605, “Revenue Recognition” and 
sec staff Accounting Bulletin (“sAB”) no. 104, “Revenue Recognition” (“sAB 104”), when delivery has 
occurred, persuasive evidence of an arrangement exists, the vendor’s fee is fixed or determinable, 
no future obligation exists and collectibility is probable. 

notes to consolidated Financial statementsnotes to consolidated Financial statements
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The company generally does not grant a right of return to its customers. When sale arrangements 
include a customer acceptance provision with respect to products, revenue is not recognized before 
the company has demonstrated that the criteria specified in the acceptance provisions have been 
satisfied, or that the acceptance provision has lapsed.

in cases where the arrangement involves the delivery of products and post delivery installation 
services that are not essential to the functionality of the equipment, the company follows the 
requirements set forth in Asc 605‑25, “Revenue Arrangements with Multiple Deliverables”, relating 
to the separation of multiple deliverables into individual accounting units. Revenue from such 
deliverables is recognized in accordance with sAB 104. 

starting January 1, 2011 the company adopted the guidance of Asu 2009‑13, Multiple‑Deliverable 
Revenue Arrangements, (amendments to FAsB Asc Topic 605, Revenue Recognition) (“Asu 2009‑
13”). Asu 2009‑13 requires entities to allocate revenue in an arrangement using estimated selling 
prices of the delivered goods and services based on a selling price hierarchy. The amendment 
eliminates the residual method of revenue allocation and requires revenue to be allocated using 
the relative selling price method. As such, the company prospectively applied these provisions to 
all revenue arrangements entered into or materially modified after January 1, 2011.  This guidance 
does not generally change the units of accounting for the company’s revenue transactions. Most 
products and services qualify as separate units of accounting and the revenue is recognized when 
the applicable revenue recognition criteria are met. The company’s arrangements generally do 
not include any provisions for cancellation, termination, or refunds that would significantly impact 
recognized revenue. While certain of the company’s bundled products are now accounted for 
following Asu 2009‑13, the impact of the adoption of these standards was immaterial.

in arrangements which include multiple elements, the company considers the sale of equipment 
and its installation to be two separate units of accounting in the arrangement, since the installation 
is not essential to the functionality of the equipment, the equipment has value to the customer on 
a standalone basis, and fair value of the installation services exists. The company defers the fair value 
of the installation service (but not less than the amount contingent upon completion of installation, 
if any) to the period in which such installation occurs.

Deferred revenues include amounts received from customers for which revenue has not been 
recognized.

l.   Warranty costs:
The company provides a 12 month warranty for its products at no charge. The company estimates 
the costs that may be incurred during the warranty period and records a liability for the amount of 
such costs at the time revenue from the product sale is recognized.

m.   Concentrations of credit risk:
Financial instruments that potentially subject the company and its subsidiaries to concentrations of 
credit risk consist principally of cash and cash equivalents, short‑term deposits and trade receivables. 

cash and cash equivalents and short‑term deposits are deposited with major banks in israel and 
in the united states. such deposits in the united states may be in excess of insured limits and are 
not insured in other jurisdictions. Management believes that the financial institutions that hold the 
company’s investments are institutions with high credit standing, and accordingly, low credit risk 
exists with respect to these investments.

The company’s trade receivables are derived from sales to customers located primarily in the united 
states and europe. The company performs ongoing credit evaluations of its customers and to date 
has not experienced any material losses. in certain circumstances, the company may require letters 
of credit or other collateral. The company maintains an allowance for doubtful accounts based 
upon management’s experience. The allowance for doubtful accounts is determined with respect 
to specific debts that are doubtful of collection.  

As of December 31, 2012 and 2011, the allowance for doubtful accounts amounted to $ 627 and 
$ 459, respectively. Bad debt expense amounted to $ 157, $ 20 and $ 13 in the years ended December 
31, 2012, 2011 and 2010, respectively. The risk of collection associated with accounts receivable is 
mitigated by the diversity and number of customers.

n.   Accounting for stock-based compensation:
The company accounts for stock‑based compensation in accordance with Asc 718, “compensation 
‑ stock compensation”. Asc 718 requires companies to estimate the fair value of equity‑based 
payment awards on the date of grant using an option‑pricing model. The value of the portion of 
the award that is ultimately expected to vest is recognized as an expense over the requisite service 
periods in the statement of operations. 

The company recognizes compensation expense for the value of its awards granted based on 
the straight line method over the requisite service period of each of the awards, net of estimated 
forfeitures. Asc 718 requires forfeitures to be estimated at the time of grant and revised, if necessary, 
in subsequent periods if actual forfeitures differ from those estimates. estimated forfeitures are 
based on actual historical pre‑vesting forfeitures.

The company selected the Monte carlo simulation option pricing model as the most appropriate 
fair value method for its equity‑based awards and values options based on the market value of 
the underlying shares on the date of grant. The option‑pricing model requires a number of 
assumptions, of which the most significant are the expected stock price volatility and the expected 
term of the equity‑based award.  expected volatility is calculated based upon actual historical stock 

notes to consolidated Financial statementsnotes to consolidated Financial statements



56.   AVT Annual Report 2012 .57

price movements. The suboptimal exercise factor represents the value of the underlying share as a 
multiple of the exercise price of the option which, if achieved, results in exercise of the option. The 
risk‑free interest rate is based on the yield from u.s. treasury bonds with an equivalent term. until 
2011 the company did not intend to distribute, and did not pay any dividends. During 2012 the 
company adopted a distribution policy, according to which the company will distribute up to 50% 
of the company’s net income, subject to the board of directors approval starting 2012. 

The fair value for these options was estimated at the date of grant, using the Monte carlo simulation 
model for options granted with the following weighted‑average assumptions:

o.   Comprehensive income:
The company accounts for comprehensive income in accordance with Asc 220, “comprehensive 
income”. Asc 220 establishes standards for the reporting and display of comprehensive income 
and its components in a full set of general purpose financial statements. comprehensive income 
generally represents all changes in stockholders’ equity during the period except those resulting 
from investments by, or distributions to, stockholders. net income and comprehensive income of 
the company are identical for all periods presented.

p.   Treasury stock:
on June 27, 2003, the company repurchased some of its shares in a tender offer and thereafter held 
those shares as treasury shares. The company presents the cost to repurchase treasury shares as a 
reduction of shareholders’ equity.

occasionally,  the company may reissue treasury shares upon exercise of options. When treasury 
shares are reissued, the company charges to retained earnings the excess of the purchase cost over 
the exercise price and the accumulated stock based compensation. The purchase cost is calculated 
based on the specific identification method. if the purchase cost is less than the exercise price, the 
company credits the difference to additional paid‑in capital.

Year ended December 31,

Risk‑free interest rate 0.74% 1.40% 1.58%

suboptimal exercise multiple 2.13/2.57 2.22/2.48 2.22/2.48

Forfeiture rate 7.15% 7.03% 10.00%

Dividend yield 4.5%/0% ‑ ‑

expected volatility 48% 49% 54%

2012                   2011                2010

q.   Royalty-bearing grants:
Royalty‑bearing grants from the chief scientist of the Ministry of industry and Trade in israel for 
funding certain approved research and development projects are recognized at the time the 
company is entitled to such grants on the basis of the related costs incurred and are included as a 
deduction from research and development costs. 

Research and development grants recognized amounted to $ 685, $ 638 and $ 752 in the years 
ended December 31, 2012, 2011 and 2010, respectively. Total royalties accrued or paid amounted to 
$ 1,184, $ 1,066 and $ 975 in the years ended December 31, 2012, 2011 and 2010, respectively and 
were recorded as cost of revenues.

r.   Fair value of financial instruments:
The carrying amounts reported in the balance sheet for cash and cash equivalents, short‑term 
deposits, trade receivables, other accounts receivable, trade payables and accrued liabilities 
approximate their fair values due to the short‑term maturities of such instruments.

The company measures the fair value based on guidance of Asc 820, “Fair Value Measurements and 
Disclosures”, which defines fair value, establishes a framework for measuring fair value, and expands 
disclosures about fair value measurements.

The company adopted the provisions of Asc 820, with respect to non‑financial assets and liabilities 
measured at fair value on a non‑recurring basis.

Asc 820 defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. Asc 820 
describes three levels of inputs that may be used to measure fair value as follows:

Level 1 ‑  quoted prices in active markets for identical assets or liabilities;

Level 2  ‑ significant other observable inputs based on market data obtained from sources   
  independent of the reporting entity;

Level 3  ‑ inputs that are unobservable 
  (for example cash flow modeling inputs based on assumptions).

notes to consolidated Financial statementsnotes to consolidated Financial statements
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s.   Severance pay:
The company’s liability for its israeli employee’s severance pay is calculated pursuant to the israeli 
severance pay law based on the most recent salary of the employees multiplied by the number of 
years of employment as of the balance sheet date. employees are entitled to one month’s salary for 
each year of employment or a portion thereof. The company’s liability for all of those employees is 
covered by monthly deposits with severance pay funds, insurance policies and by an accrual. 

The deposited funds may be withdrawn only upon fulfillment of the obligation pursuant to the 
israeli severance pay law or labor agreements. The value of the insurance policies is based on the 
cash surrendered value which includes profits or losses accumulated up to the balance sheet date. 
The funds and insurance policies are recorded as an asset in the company’s balance sheet.

severance expenses for the years ended December 31, 2012, 2011 and 2010 amounted to $ 121, 
$ 106 and $ 413, respectively.

t.   Basic and diluted net earnings per share:
Basic net earnings per share are computed based on the weighted average number of ordinary 
shares outstanding during each year. 

Diluted net earnings per share are computed based on the weighted average number of ordinary 
shares outstanding during the year plus dilutive potential equivalent ordinary shares considered 
outstanding during the year, in accordance with Asc 260, “Earnings Per Share”. 

u.   Income taxes:
The company accounts for income taxes in accordance with Asc 740, “income Taxes”. Asc 740 
prescribes the use of the liability method whereby deferred tax asset and liability account balances 
are determined based on differences between financial reporting and tax bases of assets and 
liabilities and are measured using the enacted tax rates and laws that will be in effect when the 
differences are expected to reverse. The company provides a valuation allowance, if necessary, to 
reduce deferred tax assets to amounts more likely than not to be realized.

Deferred tax liabilities and assets are classified as current or noncurrent based on the classification 
of the related asset or liability for financial reporting, or according to the expected reversal dates of 
the specific temporary differences if not related to an asset or liability for financial reporting. 

The company accounts for its uncertain tax positions in accordance with Asc 740 which contains a 
two‑step approach to recognizing and measuring uncertain tax positions accounted for in accordance 
with Asc 740. The first step is to evaluate the tax position taken or expected to be taken in a tax return 
by determining if the weight of available evidence indicates that it is more likely than not that, on an 
evaluation of the technical merits, the tax position will be sustained on audit, including resolution of any 

Note 3:    Inventories:
December 31,

Raw materials $ 1,729 $ 2,260

Work in progress 1,021 1,220

Finished products 1,189 1,523

spare parts for customer support  2,007 1,421

    $  5,946 $ 6,424

                2012                2011

Note 4:    Other Accounts Receivable And Prepaid Expenses:
December 31,

government grants  $ 188 $ 118

government authorities 1,313 1,071

prepaid expenses 640 894

Deferred Taxes 389 509

other accounts receivable 548 479

    $ 3,078 $ 3,071

                2012                2011

related appeals or litigation processes. The second step is to measure the tax benefit as the largest amount 
that is more than 50% likely to be realized upon ultimate settlement. The company reevaluates its income 
tax positions to consider factors such as changes in facts or circumstances, changes in or interpretations 
of tax law, effectively settled issues under audit, and new audit activity. such a change in recognition or 
measurement would result in recognition of a tax benefit or an additional charge to the tax provision. The 
company accrues interest and penalties related to unrecognized tax benefits in tax expense.

notes to consolidated Financial statementsnotes to consolidated Financial statements
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Depreciation expense for the years ended December 31, 2012, 2011 and 2010 was $ 414, $ 503 and 
$ 610, respectively.

For liens, see note 8d.

Note 6:    Intangible Assets, Net:

Amortization expense amounted to $ 363, $ 374 and $ 297 for the years ended December 31, 2012, 
2011 and 2010, respectively.
estimated amortization expense for the years ended:

December 31,

2013 $ 339

2014 253

2015 48

2016 37

2017 29

    $ 706

year

Note 7:    Accrued Expenses And Other Liabilities:
December 31,

provision for warranty costs $ 646    $ 640

government authorities and tax provision 946 482

Accrued expenses and other liabilities 1,996 2,212

    $ 3,588 $ 3,334

                2012               2011

December 31,

2013 $ 1,606

2014 637

2015 530

2016 310

    $ 3,083

year  lease commitment

Note 8:    

a.   Lease commitments:
The company and its subsidiaries lease office facilities and motor vehicles, under operating leases, for 
periods ending in 2016. 
Future minimum lease commitments under non‑cancelable operating leases as of December 31, 
2012, are as follows:

Note 5:    Property And Equipment:
December 31,

cost:
 computers and peripheral equipment $ 3,086 $ 2,871
 Machinery and equipment  1,626 1,615
 office furniture and equipment 620 525
 Leasehold improvements 462 458  
    5,794 5,469

Accumulated depreciation:
 computers and peripheral equipment  2,750 2,544
 Machinery and equipment  1,301 1,229
 office furniture and equipment 333 232
 Leasehold improvements 230 195
    4,614 4,200

property and equipment, net $ 1,180 $ 1,269

                2012                2011

December 31,

cost:
 Technology  $ 3,767 $ 3,767
 customer Relationships  670 670
 Trademarks  298 298
    4,735 4,735

Accumulated amortization:
 Technology  3,319 3,062
 customer relationships 535 455
 Trademarks 175 149
    4,029 3,666

intangible assets, net $ 706 $ 1,069

                2012                2011

notes to consolidated Financial statementsnotes to consolidated Financial statements
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Total rent expense for the years ended December 31, 2012, 2011 and 2010 amounted to 
$ 2,457, $ 2,320 and $ 2,082, respectively.

The company leases motor vehicles under cancelable operating lease agreements. The company 
has an option to be released from this agreement, which may result in penalties in a maximum 
amount of $ 44 as of December 31, 2012.

b.   Royalty commitments:
The company is committed to pay royalties to the chief scientist of israel’s Ministry of industry and 
Trade at a rate of 3.5% of all revenues from the sales of products and services that are developed 
with the assistance of the chief scientist by way of grants.

The total royalties that the company will be obligated to pay will not exceed 100% of the amount of 
the grant plus interest at the applicable LiBoR rate at the time the grants were received.

As of December 31, 2012, the company has a contingent obligation to pay royalties in respect of the 
aforementioned grants in the approximate amount of $ 1,528.

c.   Legal proceedings:
From time to time the company is a party to various litigation matters incidental to the conduct of 
its business. There is no pending or threatened legal proceeding to which the company is a party 
that, in its opinion, is likely to have a material adverse effect on its future financial results.

d.   Liens:
To secure its line of credit from banks, the company has recorded a fixed lien on its share capital, notes 
and other documents, property and equipment. As of December 31, 2012, no credit was utilized.

Note 9:    Income Taxes

a.   General:
The company operates within multiple taxing jurisdictions (primarily in israel and in the u.s.) and 
is subject to an audit in those jurisdictions. These audits can involve complex issues, which may 
require an extended period of time to resolve. in management’s opinion, adequate provisions for 
income taxes have been made. 

b.   Israel taxation:
1. corporate tax structure:
Taxable income of israeli companies is subject to tax at the rate of 25% in 2010 and 24% in 2011 and 
25% in 2012.

2. Tax benefits under the Law for the encouragement of capital investments, 1959 (the “Law”):
substantially all of the company’s production facilities in israel have been granted status as an 
“Approved enterprise” or a “privileged enterprise”, under the Law, in four investment programs.

in accordance with the Law, the company has elected the “Alternative tax benefits.” on April 1, 2005, 
an amendment to the Law came into effect (“the Amendment”) and has significantly changed the 
provisions of the Law. The Amendment limits the scope of enterprises which may be approved by the 
investment center by setting criteria for the approval of a facility as a “privileged enterprise” (rather 
than the previous terminology of “Approved enterprise”), such as by requiring that at least 25% of the 
“privileged enterprise’s” income will be derived from export. Additionally, the Amendment enacted 
major changes in the manner in which tax benefits are awarded under the Law so that companies 
no longer require investment center approval in order to qualify for tax benefits. However, the 
Law provides that terms and benefits included in any certificate of approval already granted will 
remain subject to the provisions of the Law as they were on the date of such approval. Therefore, 
the company’s existing “Approved enterprise” will generally not be subject to the provisions of the 
Amendment. As a result of the amendment, tax‑exempt income generated under the provisions of 
the amended Law, will subject the company to taxes upon distribution or complete liquidation (for 
“Approved enterprise” only upon distribution). 

Accordingly, company’s income attributed to its “Approved enterprise” and “privileged enterprise” 
programs is tax exempt for a period of two years and is subject to a reduced corporate tax rate of 
10% ‑ 25% for an additional period of five to eight years, depending on the percentage of foreign 
investment in the company. 

The duration of tax benefits for the program is subject to limitations of the earlier of 12 years from 
commencement of investment, or 14 years from receipt of approval as an “Approved enterprise” 
under the Law. 

The entitlement to the above benefits is conditional upon company’s fulfilling the conditions 
stipulated by the Law, regulations published thereunder and the certificates of approval for the 
specific investments in “Approved enterprises”. 

should the company fail to meet such requirements in the future, income attributable to its 
“Approved enterprise” or “privileged enterprise” programs could be subject to the statutory israeli 
corporate tax rate, and the company could be required to refund the tax benefits already received 
with respect to such program, in whole or in part, including interest.

in the event of distribution of dividend from the above mentioned tax‑exempt income, the amount 
distributed will be subject to corporate tax at the rate ordinarily applicable to the Approved 
enterprise’s and privileged enterprise’s income. 
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out of the company’s earnings available for distribution as of December 31, 2012, $ 13,593 is tax‑
exempt attributable to its “Approved enterprise” program. if such tax‑exempt income is distributed 
in a manner other than upon the complete liquidation of the company, it would be taxed at the 
corporate tax rate applicable to such profits and an income tax liability of up to approximately $ 2,719 
would be incurred as of December 31, 2012. The tax‑exempt income attributable to the “Approved 
enterprise” can be distributed to shareholders without imposing tax liability on the company only 
upon the complete liquidation of the company. 

The company has determined that it will not distribute any amounts of its undistributed tax‑exempt 
income as dividend. The company intends to reinvest its tax‑exempt income and not to distribute 
such income as a dividend. Accordingly, no deferred income taxes have been provided on income 
attributable to the company’s Approved enterprise programs as the undistributed tax‑exempt 
income is essentially permanent in duration. 

since part of the company’s taxable income is not entitled to tax benefits under the Law and is 
taxed at the regular tax rate, its effective tax rate is the result of a weighted combination of the 
various applicable rates and tax exemptions, and the computation is made for income derived from 
each program on the basis of formulas specified in the Law and in the approvals. 
During December 2010, the Law for economic policy for 2011 and 2012 (Amended Legislation) 
was passed, and among other things, amended the Law, effective January 1, 2011. under this new 
legislation, a uniform corporate tax rate will apply to all qualifying income of certain industrial 
companies, as opposed to the current Law’s incentives, which are limited to income from Approved 
enterprise and privileged enterprises during their benefits period. under the new law, the uniform 
tax rate will be 15% in the area in israel where the company operates during 2011‑2012, 12.5% in 
2013‑2014, and 12% thereafter. The profits of these industrial companies will be freely distributable 
as dividends, subject to a 15% withholding tax (or lower, under an applicable tax treaty).

under the transition provisions of the new legislation, the company elected to irrevocably implement 
the new law starting 2012 while waiving benefits provided under the current law. 

A recent amendment to the investment Law became effective on november 12, 2012 and provides 
temporary tax relief on the amount of tax which should have been paid on distributable tax 
exempt earnings, in order to encourage companies to pay the reduced taxes during the following 
12 months. pursuant to the amendment, companies may elect by november 11, 2013 to pay a 
reduced corporate tax rate with respect to undistributed exempt Approved or privileged income, 
accumulated up until December 31, 2011. An election to release a greater amount of the total 
accumulated exempt earnings will result in a higher relief from the corporate income tax, reflecting 
a tax rate ranging from 6% to 17.5%.

The reduced corporate tax is payable within 30 days of making the election. Following the payment 
of the reduced corporate taxes, companies that elect to adopt the amendment will be entitled 
to distribute dividends from such income, without being required to pay any further corporate 
taxes with respect to such dividends. The amendment does not require an actual distribution of the 
retained earnings, nor does it provide any relief from the dividend withholding tax. companies that 
have made this election must make certain qualified investments in israel over the five year period 
commencing 2013. companies that have elected to apply the amendment cannot withdraw from 
the election. 

The investment Law treats certain payments made by a company from cash resources derived from 
tax exempt income, as a deemed dividend distribution event, triggering a corporate tax liability, at 
the regular Approved or privileged income tax rates. such payments include but are not limited to, 
repurchase of shares and payments made to substantial shareholders as defined in the Law. The 
above amendment to the Law stipulated that investments in subsidiaries including in the form 
of acquisition of subsidiaries from unrelated party, may be also considered as a deemed dividend 
distribution event, thus increasing the risk of triggering a deemed dividend distribution event and 
therefore a potential tax exposure. The iTA interpretation is that this provision applies retroactively 
to investments and acquisitions made prior to the amendment.

c.   Carryforward tax losses:
As of December 31, 2012, the u.s. subsidiary had u.s. federal carryforward tax losses of approximately 
$ 5,380 that can be carried forward and offset against taxable income for 12‑20 years and expire 
from 2021‑2031. The Tax Return Act of 1986 limits the use of net operating loss and tax credit carry 
forwards in certain situations where changes occur in the stock ownership of a company. Due to the 
change in ownership that occurred at the end of 2009, the utilization of the abovementioned carry 
forwards are likely to be subject to limitation of section 382 to the iRs regulations. 

As of December 31, 2012, the german subsidiary had carry forward tax losses of approximately 
$ 550 which may be carried forward and offset against taxable income in the future for an indefinite 
period.

d.   Deferred income taxes:
Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 
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December 31,

Domestic:

 current deferred tax asset $ 389 $ 509 $ 302

 non‑current deferred tax asset 302 276 1,003

 Valuation allowance ‑ ‑ (1,305)

    691 785 ‑

Foreign:

 current deferred tax asset 749   996   1,103  

 non‑current deferred tax asset 4,041    5,054   4,738  

 non‑ current deferred tax liability (20)   (26) (60)

 Valuation allowance (4,770)   (6,024) (5,781)  

    ‑ ‑ ‑

net deferred tax asset $ 691 $ 785 $ ‑

2012                   2011                2010

e.   Income (loss) before taxes on income consists of the following:

Year ended December 31,

Domestic $ 2,432 $ 2,320 $ 1,250

Foreign 2,831 836 (1,445)

    $ 5,263 $ 3,156 $ (195)

2012                   2011                2010

f.   Taxes on income (tax benefit) are comprised as follows:
Year ended December 31,

current $ 264 $ 67 $ (756)

Deferred 94 (785) ‑

    $ 358 $ (718) $ (756)

Domestic:

 current  $ 233 $ ‑ $ (814)

 Deferred 94 (785) ‑

    $ 327 $ (785) $ (814)

Foreign:

 current  $ 31 $ 67 $ 58

    $ 31 $ 67 $ 58

2012                   2011                2010

Year ended December 31,

Deferred tax asset:

 net operating loss carryforwards $ 2,122 $ 3,116 $ 3,240

 Different amortization rates of intangible assets 1,919 2,007 2,092

 Reserves and allowances  1,440 1,712 1,814

Total deferred tax asset 5,481 6,835 7,146

Deferred tax liability:

 Different depreciation rates of property and equipment (20) (26) (60)

Total deferred tax liability  (20) (26) (60)

net deferred tax asset before valuation allowance 5,461 6,809 7,086

Valuation allowance (4,770) (6,024) (7,086)

net deferred tax asset $ 691 $ 785 $ ‑

2012                   2011                2010

As of December 31, 2012, 2011 and 2010, the company’s deferred taxes were in respect of the following:
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h.   The balances at December 31, 2012 and 2011, include a liability for unrecognized tax benefits of 
$ 747, with respect to taxation of certain of the company’s income under foreign jurisdictions as well as 
certain limitations of the utilization of carryforward losses. The company recognizes interest accrued and 
rate differences related to unrecognized tax benefits as tax expense. A reconciliation of the beginning 
and ending amount of unrecognized tax benefits is as follows: 

The company and its subsidiaries are routinely examined by various taxing authorities. A.V.T. Ltd. has 
received final tax assessments in israel through 2008, the company’s tax year 2009 through 2012 remains 
subject to examination by the israeli Tax Authorities. As a result of net operating loss carryforwards, the 
u.s. subsidiaries tax years 2009 through 2012 remain subject to examination by the iRs for u.s. federal tax 
purposes  and for tax years 2008 and forward for state purposes.  There are tax years which remain subject 
to examination in various other jurisdictions that are not material to the company’s financial statements.

Note 10:    Share Capital
a.   General:
ordinary shares confer upon their holders the right to receive notice to participate and vote in 
general meetings of the company, and the right to receive dividends if declared.

u.s. dollars in thousands

outstanding at January 1, 2012 793,091   4.39   3.79    

 granted 136,598 5.96

 exercised (138,479) 2.45

 Forfeited (3,750) 1.41

outstanding at December 31, 2012 787,460   5.02   3.21     *) 1,979  

Vested and expected to vest at December 31, 2012 728,065 4.98 3.11 **) 1,883

exercisable at December 31, 2012 420,365 4.93 2.32 ***) 1,241

Amount   wheighted
 average

exercise price

  wheighted
 average remaining

contractual life

 Aggregate
 Intrinsic

value

g.   Reconciliation of the theoretical tax expense:
Year ended December 31,

income (loss) before taxes on income $ 5,263 $ 3,156 $ (195)

statutory tax rate 25% 24% 25%

Theoretical tax expenses (benefit) at statutory tax rate $ 1,316 $ 757 $ (49)
increase (decrease) in respect of:
Losses, reserves and allowances for which valuation allowance was provided 102 260 433
utilization of carryforward losses for which valuation allowance was provided in prior year (970)   (1,003)   (430)  
elimination of valuation allowance for losses, reserves and allowances ‑   (1,369)   ‑ 
Tax adjustment in respect of “preferred enterprise” status (504) 625 ‑ 
Tax adjustment in respect of foreign subsidiaries different tax rates 237 (236) (225)
stock‑based compensation expense 71 105 164
non‑deductible expenses 36 89 114
Reductions of uncertain tax positions relating to a settlement with the tax authorities ‑ ‑ (814)
other 70 54 49

Actual tax expense (benefit) $ 358 $ (718) $ (756)

2012                   2011                2010

The company’s board of directors has determined that it will not distribute any amounts of its 
undistributed tax exempt income as dividend.

b.   on March 17, 2003, the company announced that its Board of Directors has decided to make a 
tender offer to all shareholders and holders of vested options to acquire up to one third of all shares, 
pro rata to the respective share of the shareholders and option holders, at a price of $ 8.5 per share. 
As a result of the tender offer, the company purchased 1,890,752 shares at a cost of $ 15,933. Through 
December 31, 2012 a total of 622,981 treasury shares were issued to certain investors and 448,649 
treasury shares were issued to employees as result of exercise of options made by them. As of December 
31, 2012 and 2011, the company is holding 819,122 and 957,601 treasury shares, respectively.

c.   Stock option plans:
under the 2003 stock option plans, the company is authorized to grant options to purchase ordinary 
shares to its israeli employees, non‑employees directors and non‑employees consultants. under the 
1999 u.s. option plan and the global plan, the company is authorized to grant stock options to non‑
israeli employees, officers and non‑employees consultants. The plans authorize the grant of options 
to purchase up to 2,096,050 ordinary shares.

options granted under the four plans expire between six to ten years from the date of grant or 
upon termination of the option’s employment or other relationship with the company. The options 
generally vest over three to four years. Any options that are cancelled or forfeited before expiration 
become available for future grants.
A summary of the stock option activities in 2012 is as follows:
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Note 11:    Earnings Per Share
The following table sets forth the computation of basic and diluted earnings per share (“eps”):

Year ended December 31,

net income  $ 4,905 $ 3,874 $ 561

Weighted average number of ordinary shares used in computing ‑ Basic eps 5,389,243 5,333,094 5,324,547

Dilutive effect:

employee stock options  210,753 189,572 86,981

Weighted average number of ordinary shares used in computing ‑ Diluted eps 5,599,996 5,522,666 5,411,528

Basic earnings per share $ 0.91 $ 0.73 $ 0.11

Diluted earnings per share $ 0.88 $ 0.70 $ 0.10

2012                   2011                2010

The total numbers of options excluded from the calculation of diluted net earnings per share, as 
they would have an anti‑dilutive effect were 377,098, 603,519 and 572,069 for the years ended 
December 31, 2012, 2011 and 2010, respectively.

 Exercise price $

The following table sets forth the total stock‑based compensation expense resulting from stock options:

Year ended December 31,

cost of revenues $ 53 $ 84 $ 118

Research and development 67 91 114

selling and marketing  90 109 151

general and administrative  61 87 228

Total stock‑based compensation expense $ 271 $ 371 $ 611

2012                   2011                2010

u.s. dollars in thousands

0     33,625 4.16 ‑ 33,625 4.16 ‑

2.56‑3.05 181,921 2.36 2.74 147,418 2.18 2.77

3.76‑4.78 198,816 2.61 4.09 117,822 1.68 4.17

5.65‑5.84 233,760 4.38 5.75 ‑ ‑ ‑

6.73‑15.45 139,338 2.99 9.29 121,500 2.59 9.67

     787,460 3.21 5.02 420,365 2.32 4.93  

weighted 
average 

exercise price

Number 
exercisable

Exercisable weighted 
average remaining 

contractual life (years)
  

wheighted 
average 

exercise price $

Outstanding weighted 
average remaining 

contractual life (years)

Number 
Outstanding

Outstanding Exercisable 

*)  Represents intrinsic value of 715,460 outstanding options that are in‑the‑money as of December 
31, 2012 The remaining 72,000 outstanding options are out of the money as of December 31, 2012 
and their intrinsic value was considered as zero.

**)  Represents intrinsic value of 656,065 vested and expected to vest options that are in‑the‑money 
as of December 31, 2012. The remaining 72,000 vested and expected to vest options are out of the 
money as of December 31, 2012 and their intrinsic value was considered as zero.

***)  Represents intrinsic value of 348,365 exercisable options that are in‑the‑money as of 
December 31, 2012. The remaining 72,000 exercisable options are out of the money as of December 
31, 2012 and their intrinsic value was considered as zero.

As of December 31, 2012, $466 of total unrecognized compensation cost related to stock options is 
expected to be recognized over a weighted‑average period of 1.73 years. 

The weighted‑average grant‑date fair value of options granted during the years 2012, 2011 and 
2010 was $ 2.33, $ 2.19 and $ 1.85, respectively. The total intrinsic value of options exercised during 
the years ended December 31, 2012, 2011 and 2010, was $ 449, $ 50 and $ 27, respectively.

Following are the outstanding options by exercise price as of December 31, 2012:
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December 31,

Long‑lived assets by geographic location:

israel $ 754 $ 815

europe 54 50

united states 372 404

    $ 1,180 $ 1,269

2012                   2011 

Note 14:    Subsequent Event
on February 6, 2013, the company’s board of directors approved the distribution of cash dividend of 
$ 0.45 per common share for a total amount of $ 2,517 thousand which was paid in March 1, 2013. 
The distribution included distributing exempt income from Approved enterprise programs. 
As a result, the company paid an amount of $167 thousand to the tax authorities in israel.

Note 13:    Selected Statements Of Operations Data

a.   Revenues:
Year ended December 31,

Revenues:

 products $ 39,231 $ 36,175 $ 31,575

 services 8,783 9,792  8,106 

Total revenues $ 48,014 $ 45,967 $ 39,681

2012                   2011                2010

b.   Financial expense, net:
Year ended December 31,

Financial income:

 interest $ 179 $ 126 $ 50

    179 126 50

Financial expenses 

 Bank charges 145 136 148

 Losses on forward contracts 48 ‑ ‑

 Foreign currency translation differences, net 17 211 453

    210 347 601

Total financial expense, net $ (31)      $ (221) $ (551)

2012                   2011                2010

Year ended December 31,

Revenues based on the customer’s location:

united states $ 21,511 $ 18,386 $ 18,040

europe (other than germany and israel) 15,659 14,303 13,238

germany 3,246 5,463 3,462

israel 509 459 305

other 7,089 7,356 4,636

    $ 48,014  $ 45,967 $ 39,681

2012                   2011                2010

Note 12:    Segment Information
The company operates in one reporting segment; see note 1 for a brief description of the company’s 
business. 

operations in israel and the u.s. include research and development, marketing and sales. operations 
in europe include marketing, support and sales. The following is a summary of operations within 
geographic areas:
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report oF 
the board oF directors

Dear Shareholders, 

in fiscal year 2012 we have seen continued improvement in our business. AVT continued to 
expand its businesses and achieved successive, significant increase in its profitability. During 2012 
the Board of Directors performed its duties as outlined by the law and according to corporate 
governance prevailing in the state of israel. As part of our duties, we have supervised the ongoing 
conduct of the company’s management and were informed, at the Board of Directors’ meetings, of 
business developments and material corporate issues related to the company and its subsidiaries. 

in november 2012 the board of directors adopted dividend policy whereby up to 50% of the 
annual net income of AVT will be distributed annually to the shareholders as a cash dividend each 
year.   The amount to be distributed will be decided upon approval by the board of the year‑end 
financials, and will take into consideration the cash needs of the company as expected at such 
time. in February 2013 the board of directors resolved to distribute a gross dividend of $0.45 
per share in respect of the profits of 2012. on March 1, 2013 a dividend of $0.45 per share was 
distributed to the shareholders.

As of December 31, 2012, the Board of Directors consisted of 6 members, including 2 external 
Directors. Board meetings focused on strategies for profitable organic growth, introduction of 
new products, opening up of new markets’ selling opportunities and on business development in 
emerging markets which have growth potential. 

in compliance with the israel companies Law, the Board of Directors has an Audit committee, 
which consists  of 3 Board members, the 2 external directors and an additional director who is 
neither an officer of the company nor the chairman. The committee is responsible, among other 
issues, for the review of the financial statements, the accounting standards applicable to the 
company, the financial issues subject to management judgment and to compensation issues 
related to directors and officers. The committee is also responsible for the nomination of the 
company’s internal Auditor, the determination of his annual audit plan, review of his final reports, 
and the supervision of his recommendations’ implementation. During 2012, we held 6 Board of 
Directors meetings, 4 Audit committee meetings. All Board of Directors meetings consisted of a 
legal quorum of more than four attendees and the Audit committee was attended by at least 2 
Directors as required by israeli Law. 

pursuant to a recent amendment to the israeli companies Law covering the procedures for 
approval of compensation to officers and directors of israeli public companies, the Board has 
appointed on December 2, 2012, a compensation committee of three directors, including 
both external Directors.  The compensation committee is working on developing a multi‑year 
compensation policy for AVT’s officers and directors.  This policy will be subject to board and 
shareholders’ approval. The compensation committee will review the reasonableness of current 
employment agreements and approve new employment agreements for officers and directors. 

in addition, the compensation committee will decide whether to approve actual payment of 
bonus, stock option grants and other forms of compensation to the directors and officers.

The management of the company prepared the annual consolidated Financial statements in 
accordance with us gAAp. The consolidated balance sheets of the company and its subsidiaries 
as of December 31, 2012 and 2011, and the related consolidated statements of income, changes 
in shareholders’ equity and cash flows for each of the three years ended December 31, 2012, 2011 
and 2010, were audited by KosT FoReR gABBAY & KAsieReR, a member of ernst & Young global. 

in the Audit committee meeting held on February 4, 2013 and Board of Directors meetings held 
on February 6, 2013 and April 22, 2013, attended by the company’s auditors and legal counsel, 
we discussed the 2012 Financial statements and resolved to approve the Annual Report. We 
have further resolved to present the Financial statements for review and discussion at the Annual 
general Meeting of shareholders. 
i would like to thank our customers for their business and for their continued confidence in 
AVT and to our management team, employees, partners and suppliers for their hard work and 
contribution to our growth and success.

Hod Hasharon, April 22, 2013

Yehoshua Agassi
chairman
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Arie Weisberg    Director 

Mr. Weisberg joined AVT Board of Directors as of December 2010. Mr. Weisberg currently serves as 
a Director in the Board of Directors at orbotech Ltd., and as an independent advisor. prior to that, 
Mr. Weisberg held several executive positions, most recently as the president and chief operating 
officer of orbotech, and as the chairman of the Board at orbograph and Frontline. Mr. Weisberg 
holds a Bsc. in Agriculture economics from the Hebrew university, Jerusalem.

Ofer Neeman     Director 

ofer neeman was born and raised in Kibbutz Yechiam in the Western galilee, israel. He joined 
evergreen in 1996 as ceo and president of evergreen, a leading private equity firm in israel. in 
1998 became c‑owner together with founder Jacob Burak. in 2005 management of evergreen was 
handed over to the younger generation of managers and partners. Mr. neeman is chairman of 
Beterem (safe Kids israel) as well as a member of the Advisory Board of The school of government 
of Tel Aviv university. Mr. neeman holds a BA in Accounting and economics from Tel Aviv 
university and is a graduate of the Harvard Business school executive program.

members oF 
the board oF directors

Yehoshua Agassi    chairman of the Board of Directors

Mr. Agassi has served as ceo & president of scitex corporation Ltd from 2001 until 2003.
in parallel Mr. Agassi has served as executive Vice president of clal industries and investments Ltd., 
one of israels largest investment and holding companies in israel. During 2000, Mr. Agassi served 
as general Manager of Leumicard Ltd., one of israels leading credit card services owned by Bank 
Leumi. From 1993 until 1998, Mr. Agassi served as the general Manager of israeli Direct insurance 
company (iDi), a direct insurer located in Tel Aviv, which he co‑founded in 1993. Mr. Agassi has 
earned an MBA in Marketing from Bar ilan university, as well as a B.A. in economics from Tel Aviv 
university. currently Mr. Agassi is the chairman of the board of one public company and two 
privately owned companies. 

Nurit Nahum    Director 

Mrs. nahum joined AVT’s Board of Directors in 2008. currently Mrs. nahum is the ceo of nine 
investments Ltd. and previously the ceo of Ronin investment Managing company Ltd., both are 
privately owned investment companies. prior to joining Ronin, she was the chairman of the Board 
of plastnir Flexible plastic packaging; a board member of israel cold storage & supply company 
and a board member of elran Holdings Ltd. previous to that, nurit nahum was Vice president of 
economic and Business Development at packer plada Ltd., and held several positions at price 
Waterhouse coopers, israel, also serving as the ceo of the business consulting unit. Mrs. nahum 
holds an MBA degree in Finance and international Marketing from the Tel‑Aviv university.

Shlomo Amir    president & ceo

Mr. Amir joined AVT in 1997. Before joining AVT, Mr. Amir served for two years as vice president 
of marketing and sales at nice systems Ltd., an israel‑based international high‑tech company in 
the area of digital voice logging. previously, Mr. Amir worked for 12 years at scitex corporation, an 
israeli high‑tech company serving the pre‑press industry. in his last nine years with scitex he was 
based in its european subsidiary in Brussels, serving in various marketing, sales and management 
positions. Mr. Amir holds the degrees of B.sc. in Mathematics and computer science from Tel Aviv 
university, israel, and an MBA from Boston university, Massachusetts, united states.

Ytzhak Edelman    Director 

Mr. edelman joined AVT Board of Directors  as of December 2010. Mr. edelman currently serves as 
a Director in both Boards of Directors of Bezeq, The israel Telecommunication corp., Limited  and 
Leumi partners underwriters Ltd. prior to that, Mr. edelman served as a chief Financial officer and 
Vice president at ness Technologies, inc., and as chief Financial officer at cellcom israel Ltd. Mr. 
edelman holds a BA in Finance and economics from Tel‑Aviv university, and is a graduate of the 
general Manager program at Harvard Business school.
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