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☐  SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission file number 001-36903
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12 Ha’Amal St.

Rosh-Ha’Ayin 4809246, Israel
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Securities registered or to be registered pursuant to Section 12(b) of the Act:

Edgar Filing: Kornit Digital Ltd. - Form 20-F

2



Title of each class Name of each exchange on which registered
Ordinary shares, par value NIS 0.01 per share The Nasdaq Stock Market LLC

Securities registered or to be registered pursuant to Section 12(g) of the Act: None

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: None

Indicate the number of outstanding shares of each of the issuer’s classes of capital or common stock as of the close of
the period covered by the annual report: As of December 31, 2018, the registrant had outstanding:

35,065,200 ordinary shares, par value NIS 0.01 per share
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Indicate by check mark if the registrant is a well known seasoned issuer, as defined in Rule 405 of the Securities Act.

☐ Yes       ☒ No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.

☐ Yes      ☒ No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

☒ Yes      ☐ No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files).

☒ Yes      ☐ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or an emerging growth company. See definition of “large accelerated filer, “accelerated filer,” and “emerging growth
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer: ☐Accelerated filer: ☐Non-accelerated filer: ☐
Emerging growth company: ☒
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If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards† provided pursuant to Section 13(a) of the Exchange Act. ☐

† The term “new or revised financial accounting standard” refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

☒   U.S. GAAP☐International Financial Reporting Standards as issued by the International Accounting StandardsBoard ☐ Other

If “Other” has been checked in response to the previous question, indicate by check mark which financial statement item
the registrant has elected to follow. ☐  Item 17     ☐  Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act).

☐ Yes      ☒ No
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain information included or incorporated by reference in this annual report on Form 20-F may be deemed to be
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are often characterized by the use of forward-looking terminology such as “may,” “will,”
“expect,” “anticipate,” “estimate,” “continue,” “believe,” “should,” “intend,” “project” or other similar words, but are not the only way
these statements are identified.

These forward-looking statements may include, but are not limited to, statements relating to our objectives, plans and
strategies, statements that contain projections of results of operations or of financial condition and all statements
(other than statements of historical facts) that address activities, events or developments that we expect, project,
believe, anticipate, intend or project will or may occur in the future. The statements that we make regarding the
following matters are forward-looking by their nature:

●our expectations regarding the expansion of our servable addressable market;

●our expectations regarding our future gross margins and operating expenses;

●our expectations regarding our growth and overall profitability;

●our expectations regarding the impacts of variability on our future revenues;

●our expectations regarding drivers of our future growth, including anticipated sales growth, penetration of newmarkets, and expansion of our customer base;

●our plans to continue our expansion into new product markets;

●our plans to continue to invest in research and development to introduce new systems and improved solutions;

●our plans regarding our distribution strategy for our products;

●our plans related to the development of our new, modern manufacturing facility in Kiryat Gat, Israel;

●our expectations regarding the success of our new products and systems;

●the impact of government laws and regulations;

●our expectations regarding our anticipated cash requirements for the next 12 months;

●our plans to expand our international operations;
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●our plans to file and procure additional patents relating to our intellectual property rights and the adequate protectionof these rights;

●our plans to pursue strategic acquisitions or invest in complementary companies, products or technologies; and

●our expectations regarding the time during which we will be an emerging growth company under the JOBS Act.

1
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The preceding list is not intended to be an exhaustive list of all of our forward-looking statements. The
forward-looking statements are based on our beliefs, assumptions and expectations of future performance, taking into
account the information currently available to us. These statements are only predictions based upon our current
expectations and projections about future events. There are important factors that could cause our actual results, levels
of activity, performance or achievements to differ materially from the results, levels of activity, performance or
achievements expressed or implied by the forward-looking statements. In particular, you should consider the risks
described in “ITEM 3.D Risk Factors,” “ITEM 4 Information on the Company,” and “ITEM 5 Operating and Financial
Review and Prospects.”

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the
expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results,
levels of activity, performance and events and circumstances reflected in the forward-looking statements will be
achieved or will occur.

USE OF TRADE NAMES

Throughout this annual report, we refer to various trademarks, service marks and trade names that we use in our
business. The “Kornit Digital” design logo, the “K” logo and other trademarks or service marks of Kornit Digital Ltd.
appearing in this annual report are the property of Kornit Digital Ltd. We have several other registered trademarks,
service marks and pending applications relating to our solutions. Although we have omitted the “®” and “™” trademark
designations for such marks in this annual report, all rights to such trademarks are nevertheless reserved. Other
trademarks and service marks appearing in this annual report are the property of their respective holders. We do not
intend our use or display of other companies’ tradenames, trademarks or service marks to imply a relationship with, or
endorsement or sponsorship of us by, these other companies.

CERTAIN ADDITIONAL TERMS AND CONVENTIONS

In this annual report, unless the context otherwise requires:

●references to “Kornit Digital,” “our company,” “the Company,” “the registrant,” “we,” “us,” and “our” refer to Kornit Digital Ltd.;

●references to “ordinary shares”, “our shares” and similar expressions refer to the Company’s Ordinary Shares, par valueNIS 0.01 per share;

●references to “dollars”, “U.S. dollars”, “U.S. $” and “$” are to United States Dollars;
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●references to “shekels” and “NIS” are to New Israeli Shekels, the Israeli currency;

●references to “GAAP” are to U.S. Generally Accepted Accounting Principles;

●references to our “articles” are to our Articles of Association, as amended;

●references to the “Companies Law” are to the Israeli Companies Law, 5759-1999, as amended;

●references to the “Securities Act” are to the U.S. Securities Act of 1933, as amended;

●references to the “Exchange Act” are to the U.S. Securities Exchange Act of 1934, as amended; 

●references to “NASDAQ” are to the NASDAQ Stock Market; and

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

2
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PART I

ITEM 1. Identity of Directors, Senior Management and Advisers.

Not Applicable.

ITEM 2. Offer Statistics and Expected Timetable.

Not Applicable.

ITEM 3. Key Information.

A.Selected Financial Data

The following tables set forth our selected consolidated financial data. You should read the following selected
consolidated financial data in conjunction with, and it is qualified in its entirety by reference to, our historical
financial information and other information provided in this annual report, including “ITEM 5 - Operating and
Financial Review and Prospects” and our consolidated financial statements and the related notes appearing elsewhere
in this annual report.

The selected consolidated statements of income data for the years ended December 31, 2016, 2017 and 2018 and
selected consolidated balance sheet data as of December 31, 2017 and 2018 are derived from our audited consolidated
financial statements appearing in ITEM 18. Financial Statements. The selected consolidated statements of income data
for the years ended December 31, 2014 and 2015 and the selected consolidated balance sheet data as of December 31,
2014, 2015 and 2016 has been derived from our audited consolidated financial statements not appearing in this annual
report. The historical results set forth below are not necessarily indicative of the results to be expected in future
periods. Our financial statements have been prepared in accordance with GAAP.

Year Ended December 31,
2014 2015 2016 2017 2018
(in thousands, except share and per share data)

Consolidated Statements of Income:
Revenues $66,364 $86,405 $108,694 $114,088 $142,373
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Cost of revenues(1) 37,187 45,820 59,284 59,977 72,504
Gross profit 29,177 40,585 49,410 54,111 69,869
Operating expenses:
Research and development(1) 9,475 11,950 17,383 20,834 21,912
Sales and marketing(1) 10,616 13,367 18,338 21,279 25,596
General and administrative(1) 5,266 9,500 12,259 13,578 16,436
Restructuring expenses - - - 503 321
Total operating expenses 25,357 34,817 47,980 56,194 64,265
Operating income (loss) 3,820 5,768 1,430 (2,083 ) 5,604
Finance income (expenses), net (15 ) (334 ) 46 452 1,433
Income (loss) before taxes on income (tax
benefit) 3,805 5,434 1,476 (1,631 ) 7,037

Taxes on income (tax benefit) 782 709 648 384 (5,392 )
Net income (loss) 3,023 $4,725 $828 $(2,015 ) $12,429
Net earnings (loss) per ordinary share(2)
Basic $0.34 $0.19 $0.03 $(0.06 ) $0.36
Diluted $0.29 $0.18 $0.03 $(0.06 ) $0.35
Weighted average number of ordinary
shares used in computing income per
ordinary share(2)
Basic 8,969,588 24,633,369 30,562,255 33,574,147 34,521,352
Diluted 10,446,329 26,458,584 31,732,532 33,574,147 35,363,704

3
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As of December 31,
2014 2015 2016 2017 2018
(in thousands)

Consolidated balance sheet data:
Cash and cash equivalents	 $4,993 $18,464 $22,789 $18,629 $74,132
Working capital(3) 14,863 65,455 68,651 63,907 107,584
Total assets	 34,714 123,352 140,046 178,374 214,823
Total long term liabilities	 2,025 1,839 2,725 2,155 2,515
Total shareholders’ equity	 19,351 100,262 107,188 150,699 179,136

(1)Includes share-based compensation expense as follows:

Year Ended December 31,
2014 2015 2016 2017 2018
(in thousands)

Share-based compensation expense:
Cost of revenues $96 $306 $482 $629 $892
Research and development 86 281 217 775 1,022
Sales and marketing 207 537 654 920 1,240
General and administrative 508 1,259 1,640 2,087 2,392
Total share-based compensation expense $897 $2,383 $2,993 $4,411 $5,546

(2)
Basic and diluted net earnings per ordinary share is computed based on the basic and diluted weighted average
number of ordinary shares outstanding during each period. For additional information, see notes 2z and 11 to our
consolidated financial statements included in ITEM 18. Financial Statements.

(3)

Working capital is defined as total current assets minus total current liabilities. In November 2015, the Financial
Accounting Standards Board, or the FASB, issued Accounting Standards Update No. 2015-17, Income Taxes
(Topic 740): Balance Sheet Classification of Deferred Taxes (ASU 2015-17), which simplifies the presentation of
deferred income taxes by requiring deferred tax assets and liabilities to be classified as noncurrent on the balance
sheet. We early adopted this standard in 2015 retrospectively and reclassified all of our current deferred tax assets
to noncurrent deferred tax assets which has resulted in a change to previously published working capital amounts
for the year ended December 31, 2014.

4
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B.Capitalization and Indebtedness

Not applicable.

C.Reasons for the Offer and Use of Proceeds

Not applicable.

D.Risk Factors

Our business involves a high degree of risk. Please carefully consider the risks we describe below in addition to the
other information set forth in this annual report and in our other filings with the SEC. These risks could materially
and adversely affect our business, financial condition and results of operations. See “Cautionary Note Regarding
Forward-Looking Statements.”

Risks Related to Our Business and Our Industry

If the market for digital textile printing does not develop as we anticipate, our sales may not grow as quickly as
expected and our share price could decline.

The global printed textile industry is currently dominated by analog printing processes, the most common of which are
screen printing and carousel printing. If the global printed textile industry does not more broadly accept digital
printing as an alternative to analog printing, our revenues may not grow as quickly as expected, or may decline, and
our share price could suffer. Widespread adoption of digital textile printing depends on the willingness and ability of
businesses in the printed textile industry to replace their existing analog printing systems with digital printing systems.
These businesses may decide that digital printing processes are less reliable, less cost-effective, of lower quality, or
otherwise less suitable for their commercial needs than analog printing processes. For example, screen printing
currently tends to be faster and less expensive than digital printing on a cost per print basis for larger production runs.
Even if businesses are persuaded as to the benefits of digital printing, we do not know whether potential buyers of
digital printing systems will delay their investment decisions. As a result, we may not correctly estimate demand for
our solutions, which could cause us to fail to meet customer needs in a timely manner or fail to take advantage of
economies of scale in the production of our solutions.
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Our results of operations will be adversely impacted by our failure to timely introduce new products, or to achieve
market acceptance or gain adequate market share for new or existing products.

Our ability to develop innovative new systems and products is important to our business strategy and competitive
position. Difficulties or delays in research, development, production or commercialization of new systems and
products could adversely impact our sales and competitive position. We cannot ensure that the significant investments
that we have made in distribution, sales and customer service teams to launch the new systems will enable us to
successfully market, sell and distribute the systems as planned. Market acceptance of the new systems will depend on,
among other things, the systems demonstrating a real advantage over existing printers, the success of our sales and
marketing teams in creating awareness of the systems, the sales price and the return on investment of the systems
relative to alternative printers, customer recognition of the value of our technology, the effectiveness of our marketing
campaigns, and the general willingness of potential customers to try new technologies. If we fail to develop and
launch new systems and products, experience cost overruns in connection with such development, or the market does
not accept our new systems and products, our business, results of operations and financial condition would be
adversely affected. Even if we are successful in selling our new systems which provide greater efficiency and lower
cost per print, sales of ink and other consumables per system may decrease, which may adversely affect our results of
operations, including gross margin and overall profitability.

5
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If our customers use alternative ink and consumables and/or alternative spare parts in our systems, our gross
margin could decline significantly, and our business could be harmed.

Our business model benefits significantly from recurring sales of our ink and other consumables and spare parts for
our existing and growing installed base of systems. Third parties could try to sell, and purchasers of our systems can
seek to buy, alternative versions of our ink and other consumables or alternative spare parts. We have encountered
limited instances of these activities by third parties in specific regions. Third-party ink and other consumables and
spare parts might be less expensive or otherwise more appealing to our customers than our ink and other consumables.
Significant sales of third-party inks and other consumables and spare parts to our customers could adversely impact
our revenues and would have a more significant effect on our gross margins and overall profitability.

Given the sensitivity of our systems and, in particular, print heads to lower quality ink, which may cause our print
heads to clog or otherwise malfunction, our systems are setup to operate at the highest throughput level only when
using our original ink and other consumables in order to protect them from damage. In addition, since we are unable
to control the impact of third-party inks, their use and the use of third-party spare parts might void the warranty that
comes with our systems. We have also sought to protect the proprietary technology underlying our ink through patents
and other forms of intellectual property protections and include an RFID mechanism with our ink tanks. These steps
that we have taken to ensure the smooth operation of our systems and our ability to fully invoke all our intellectual
property rights may be challenged. Any reduction in our ability to market and sell our ink and other consumables and
spare parts for use in our systems may adversely impact our future revenues and our overall profitability.

We face increased competition and if we do not compete successfully, our revenues and demand for our solutions
could decline.

The principal competition for our digital printing systems comes from manufacturers of analog screen printing
systems, textile printers and ink, such as M&R Printing Equipment, Inc., Machines Highest Mechatronic GmbH and
S. Roque – Máquinas e Tecnologia Laser, S.A. Our principal competitor in the high throughput digital
direct-to-garment market is Aeoon Technologies GmbH. We also face competition in this market from Brother
International Corporation, Seiko Epson Corporation, Ricoh Company Ltd. and a number of smaller competitors with
respect to our entry level system. Our competitors in the Direct-to-Fabric (also known as R2R), or DTF, market
include: Dover Corporation through its MS Printing Solutions S.r.l. subsidiary; Seiko Epson Corporation through its
subsidiary, Fratelli Robustelli S.r.l; Durst Phototechnik AG; Electronics for Imaging, Inc. through its Reggiani
Macchine SpA subsidiary; and a number of smaller competitors. Some of our current and potential competitors
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