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Visonic Group is an international developer and manufacturer of high-quality electronic security systems and 
components. We are dedicated to enhancing people’s way of life by increasing their sense of security. Our easy-
to-use and innovative Security and Home Control systems and Home Healthcare & Telemedicine solutions are vital 
parts of everyday family life for people of every age. By providing real-time connectivity between families, homes, 
property, care givers and community support networks, we empower people to pursue their daily lives with full 
confidence that the people and things they care most about are safe and comfortable. In institutional settings – 
hospitals, senior residential facilities, correctional institutions, and similar – the integrated solutions of our fully 
owned subsidiary, Visonic Technologies, keep watch over people and critical equipment.

Established in 1973, Visonic became a public company in 2004. Visonic shares are listed on the main London Stock 
Exchange (vsc.L) and since 2006, on the Tel-Aviv Stock Exchange (vsc.TA).

Visonic is headquartered in Tel Aviv, Israel. Its products are manufactured in a 10,000M2 state-of-the-art 
manufacturing plant in Kiryat Gat, Israel and sold through a network of subsidiaries, distributors, and sales 
representatives in more than 70 countries.

Visonic’s leadership in the Research & Development of security technology is made possible by its dedication to 
innovative R&D. Its numerous technological breakthroughs have resulted in 112 registered patents and 23 additional 
patent applications presently being examined. All Visonic products are designed, developed and manufactured in 
accordance with the highest standards of quality assurance and have earned full ISO 9001 certification.
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• Group sales up 14% to $84.9 million (2007: $74.4 million).
• Significant increase in the Group’s operational profit to $4.8 million (2007: $1.9 million).
• Group profit before tax of $4.6 million (2007: $0.2 million) *. 
• Net profit after tax of $3.7 million (2007: $0.4 million) *. 
• Basic earnings per share 8.9 cents (2007: 1 cents).
• Strong balance sheet with cash and cash deposits of US$15.5 million.
• Visonic’s ‘core business’ sales up 13% to $76.7 million (2007: $68.1 million). 
• 15 new products launched – the latest PowerMaxPro has been well received by the market.
• Visonic Technologies’ sales up 31% to $8.2 million (2007: $6.3 million) producing operational profit of
 $0.2 million (2007: operational loss of $0.2 million).
• Maintained dividend of £0.01 per ordinary share. 

* After $1.2 million reversal of provision previously made in 2007 for impairment of financial assets. 

Highlights

Record of Growth

CAGR
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Early morning. A baby boy is born at a hospital in East London, England. Wrapped 
snugly in a blanket, and lovingly cared for and protected by his mother and the 
professional nursing staff, this baby – and every baby born at the hospital – is 
immediately given the added protection of the BabyMatch system. 

A nurse places an infant tag around his tiny ankle. Now, nursing staff can know 
exactly where this baby is, every minute of his stay at the hospital. They can be 
sure that no one can remove the baby from the ward without authorisation, and 
they can safely manage his movements on the ward and to other departments. 
And, his mother is reassured that her baby is safe, even when out of her sight. 

The scene is repeated many times a day, at numerous hospitals around the world. 
“There’s increasing interest among NHS hospitals all over the UK in this kind of 
‘active’ baby tagging system,” says Haim Ben-Zion, from ADT Fire and Security Plc, 
a Visonic Technologies partner. “Currently we’re expanding the existing installation 
of BabyMatch at one London hospital whose maternity unit is undergoing a total 
refurbishment. The hospital is installing the best, most advanced of everything, 
including integration to CCTV and other alarm systems in the wards, and it’s 
planned to be the showcase for maternity units around the country.”

Haim Ben-Zion / Account Manager, Care Communication Systems,
ADT Fire and Security Plc / North London, UK
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The Elpas BabyMatch® real-time monitoring solution 

utilises Visonic Technologies’ Active RFID/RTLS 

technology to help hospitals protect patients and 

staff from evermore complex threats, and from the 

potentially disastrous consequences of human error. A 

complete infant protection solution, it enables hospitals 

to safeguard babies from abduction, prevent accidental 

mother/baby switching, and effectively manage babies’ 

transfers between departments. Staff can confidently 

care for their tiniest patients and parents can be sure 

their baby is safe at all times. 

“It’s all about patient and
staff safety – that’s why 
hospitals want the 
BabyMatch system. The 
staff always knows where 
every baby is, and security 
teams can react immediately 
if an alarm is triggered.” 

AN
N

UAL REPO
RT  .  2008

3



”Amber has been the
perfect emergency 
response solution for 
my building, and it has 
brought peace of mind 
not only for my residents 
but for staff as well.” 

The Amber® family of advanced emergency response, 

personal safety and telehealth solutions harnesses 

Visonic’s wireless expertise to address the safety 

needs of aging seniors and others needing reassurance. 

Targeted to the fast-growing market for support for 

older people living at home and in independent-style 

protected living arrangements, Amber combines 

a home safety and intrusion alarm, a full-featured 

activity support system, and a convenient interface to 

telehealth services in a single system.
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Waking up from a nap one afternoon, Albert S. reached for his wheelchair, 
ready to pull himself from bed straight into the chair. It’s a well-practiced 
manoeuvre; one that, as a long-time sufferer of multiple sclerosis, Albert has 
performed many, many times. That day however, he somehow missed the 
wheelchair and fell to the floor, unable to get up.

At the time, Albert had only recently moved into his unit at Silent Cooperative 
Apartments, an independent-living building that is home to 105 deaf and 
hearing seniors and physically challenged adults of all ages. Despite being 
alone in his apartment, he was far from alone when help was needed.

Upon falling, Albert pushed the medical alert button strapped around his 
wrist, which sent a signal to the Amber control system in the downstairs 
office of Victoria Prince, the Apartments’ Service Coordinator. Simultaneously, 
a signal was sent to the central station at CST, the monitoring and emergency 
response services company that installed the Amber system. “Staff members 
were in his apartment within minutes and they lifted him straight into his 
wheelchair, shaken but unharmed,” relates Ms. Prince. “Being new here, 
Albert was greatly comforted to see how the Amber system worked and how 
quickly help came from just a push of a button.”

Victoria Prince / Service Coordinator,
Silent Cooperative Apartments / Chicago, IL, USA
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October 2008. An evening out with friends in ChengDu, China. The mobile phone 
rings just once , then stops…
Tang Zhi Gang saw that his home security system had automatically dialed his 
mobile, signaling that an alarm had been triggered. “I immediately called the 
guard to check it out, but I was wondering why my mobile only rang once,” recalls 
Mr. Tang. What he learned after returning home, made him glad that he’d had a 
PowerMax security system installed in his home.

“Before I got the PowerMax, I was burgled four times and lost my laptop, mobile 
and a good amount of cash. And then, early one morning a few months after I got 
the system, someone tried to break in through my bedroom window. Luckily, the 
PowerMax siren scared off the thieves before they even got inside the house.”

The next time, on that October evening, the thief was better prepared. He again 
broke in through the bedroom window, this time immediately cutting the telephone 
and power lines to the PowerMax control panel. But, the system had already called 
Mr. Tang’s mobile, and the backup batteries kept the siren going. Scared, the thief 
escaped, empty-handed, back through the window, just as the guard arrived.

Tang Zhi Gang / ChengDu, Sichuan Province,
People’s Republic of China
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”Even that well-prepared
burglar was not fast 
enough to get around my 
security system. Nothing 
was stolen, and now I’m 
very careful to turn on the 
PowerMax alarm every 
time I leave the house.”

The PowerMax® family of wireless home security systems offers 

advanced control panels for varied markets, from budget-conscious 

to high-end. Exceptional reliability, proven performance and a wide 

selection of wireless detectors and peripherals make PowerMax 

systems the choice of installers, homeowners and monitoring 

companies. Advanced GSM/GPRS/Broadband communication 

options and remote control via computer and mobile phones further 

differentiate PowerMax. Every day, hundreds of thousands of 

households in more than 70 countries rely on Visonic PowerMax 

systems to protect their homes and families.
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Yaacov Kotlicki, Chairman

 

Chairman’s Statement 
This year saw further improvement in the performance in each element of Visonic’s core business and a turnaround at 
Visonic Technologies Ltd (“VT”). Overall Group sales grew by 14% in 2008 to $84.9 million (2007: $74.4 million). Our 
core residential business, Security and Home Management, which encompasses Telemedicine and Home Healthcare 

27 March 2009

solutions (“HHC”), performed strongly during 2008, with sales growing 13% to $76.7 
million (2007: $68.1 million).

VT, which provides Location Tracking Systems to the non-residential technology market, 
reported improved performance throughout 2008 and reached a profit, achieving 
even higher sales growth during the second half of 2008 than in the first. VT’s sales for 
the full year were $8.2 million, up 31% (2007: $6.3 million) and operational profit was
$0.2 million in 2008 (2007: operational loss of $0.2 million).

Group profit before tax was $4.6 million (2007: $0.2 million) and net profit after tax 
was $3.7 million (2007: $0.4 million) resulting in earnings per share of 8.9 cents (2007: 

1 cent). We continued to invest in Visonic’s product development pipeline, as we believe our ongoing commitment to 
R&D will maintain our lead in producing future competitive products, at lower cost. This approach supports the Group’s 
aim of increasing profitability, whilst maintaining our competitive advantage in wireless technologies, sales and marketing 
support going forward.

To demonstrate our strong financial position and continued confidence, the Board is recommending the payment of a 
maintained dividend of £0.01 per share, payable on 30 June 2009 to shareholders on the register at 5 June 2009. The 
ex-dividend date will be 3 June 2009.
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>>

Overview
Visonic’s Group sales grew by 14% in 2008 to $84.9 million (2007: $74.4 million). This growth comes from Visonic’s 
well established customer base and reflects rising demand for our products across 
virtually all major geographic markets – especially Scandinavia, Iberia, UK and Latin 
America – and across all our consumer product lines – Alarms, Home Management and
Home Healthcare.

The Group also saw impressive growth in its operational and pre tax profits compared 
to FY2007. This was achieved despite the adverse impact on FY2008, particularly from 
the devaluation of the Euro and Sterling against the US Dollar (the Group’s reporting 
currency) during the second half of the year. As a result of these currency movements, 
the exchange rate gain of US$1.3 million reported at the Interim stage became a charge 
for the full year.

 As indicated in our Trading Update on 26 January 2009, we experienced an adverse impact on sales and profits towards the 
year end, due to the international economic climate. Additionally, reduced levels of construction in Spain and the UK had a 
negative effect at this time. Nonetheless, despite all these negative factors, Visonic performed very well.

The Group benefited from a US$1.2 million write back to pre-tax profit as a result of the settlement between Credit Suisse 
Securities (USA) LLC and various state securities regulators, including the Attorney general of the State of New York, as 
announced in October 2008. Following the settlement, Visonic received the sum of $3.2 million in cash. This represented 
the complete return of the Group’s money that was invested by the bank, increasing the Group’s cash balances 
by $3.2 million.

Visonic’s operational profit in 2008 was up 157% to $4.8 million (2007: $1.9 million), pre-tax profit was up to $4.6 million, 
[$3.4 million excluding the Credit Suisse settlement]  (2007: $0.2 million) and net profit after tax was up to $3.7 million 
(2007: $0.4 million).

Net financial expenses amounted to $151K, which consist of financial expenses of $2.05M including: exchange rate 
difference of $1.7M derived from an erosion of US$ value of assets where the face value is calculated in other currencies; 
and  financial expenses that amounted to $0.35M; on one hand; financial income of $1.9M that consists of reversal of the 
provision of the impairment of $1.24M relating to the above mentioned Credit Suisse settlement and interest income of 
$0.66M on the other hand. 

CEO’s Statement
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Security, Home Management and Home Healthcare

Visonic’s core business, Security and Home Management, showed significant growth in 2008 with revenues increasing by 
13%. This growth was achieved by providing new products and services to existing customers, winning new key customers 
and focusing our efforts on big global monitoring companies.

The foundation of this success came from a range of new product launches which enhanced Visonic’s portfolio of products 
in the market. The PowerMax Pro, Visonic’s flagship product and one of the most advanced residential security systems 
on the market, has created a great deal of interest in the sector. As a result, sales of the PowerMax Pro Security and Home 
Control Wireless System increased by 180% worldwide.

Sales increased substantially in Latin America (150%), the Nordic countries (44%) and Iberia (32%). A significant increase in 
sales was also recorded in the UK and Asia. On the other hand, sales in Russia have declined after two large customers in the 
region experienced difficulties arising from the economic downturn.

New Products

This was an exciting year for introducing new products and enhancing our existing range of products by incorporating the 
latest state of the art technologies. A new, more sophisticated version of PowerMax PRO, enabling up to four independent 
areas within a single premises to be secured, was released in October and we introduced a unique temperature detector 
that alerts for both extreme cold and heat. In addition, a new fully wireless internal siren and two detectors incorporating 
revolutionary mirror technology with supreme performance were released. 

This year was also a breakthrough year for Visonic’s IP communications product range which now includes a complete 
solution for transmitting data over cellular network with GPRS protocol supported by Visonic IPMP server. These new 
products position Visonic as a leader in delivering cost effective, highly efficient IP solutions for the security industry.

Residential monitoring companies, a significant part of Visonic customer portfolio, are experiencing slower growth in 
recurring monthly revenues and static steady case flow. They are balancing higher customer attrition rates and continued 
levels of marketing expenditure to attract new clients as the fear of crime and personal safety increases during difficult 
economic times. These companies are focusing on providing upgrades to existing services and products, including wireless 
monitoring, notification to handheld devices and an increased adoption of personal emergency response systems (PERS) 
monitoring.

Telemedicine and Home Healthcare (“HHC”)

The demand for cost effective homecare and personal emergency response systems (PERS) for the elderly has accelerated 
as the world’s population gets older. Visonic is already a well known provider of a wide range of social care and telemedicine 
solutions to support health and wellbeing in the home. Our marketing efforts in the telemedicine and home healthcare 
sector have increased sales by 68% in comparison with FY2007.

We have focused our efforts on selling telemedicine and home healthcare solutions to the security industry where the 
Visonic brand is highly recognised and well regarded. These security companies are expanding their operations into the 
HHC sector and can take advantage of the synergy between Visonic’s products and their core security businesses.

The Group’s telemedicine and home healthcare business is based upon Visonic’s Amber System. This unique system is a 
combination of a PERS, telemedicine and intrusion alert, integrated into one package. The Amber System helps the elderly 
or frail to remain independent and living at home – the aim of governments around the world.
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Investment in IT and Operations

The Group’s Enterprise Resource Planning software platform (SAP) has been designed to manage Visonic’s entire 
worldwide information systems on one IT platform for the first time - including R&D, engineering, operations, production, 
sales, finance and managerial reporting. During 2008, Visonic successfully completed the deployment of its SAP in all of its 
subsidiaries - adding Poland and the USA to the already implemented subsidiaries in Germany, Spain and the UK. 

The Company invested $3.3 million in property & equipment and approximately $0.7 million in intangible assets during the 
year. In the third quarter of 2008, approximately US$1.5 million was invested acquiring new surface mounting and plastics 
injection machines.

Stock inventories were up from $11.3 million to $15.8 million at the year end, mostly due to a sharp decline in demand in the 
last quarter of 2008 compared with the previous quarters.

Visonic Technologies (“VT”)

VT provides location tracking systems, access control systems and concentrates solely on the non-residential 
technology  market.

Overall, there was a substantial improvement in VT’s performance in FY2008. Sales increased significantly by 31% and 
amounted to $8.2 million (2007: $6.3 million) delivering an operational profit of $228K against an operational loss of $205K 
in the previous year. The Board is pleased with this turnaround. 

The improved FY2008 operating performance was attributable to strong demand for VT’s newly introduced active Radio 
Frequency Identification (RFID) tags and badges in its key markets. In addition, the successful completion of a technology 
development agreement with a major European customer, helped push up VT’s sales in Europe. 

Outlook

In terms of sales and operating results, Visonic has had an excellent year, demonstrating continuing strong demand for our 
market leading products in our core business. Pre tax profit for the full year, however, was adversely impacted by dramatic 
currency movements and from the economic downturn, particularly in the final quarter, over which we had little control.

Although the Board is pleased by the Group’s sales and operating results in FY2008 and also the positive early signs 
indicated by trading since the beginning of 2009, it is generally more cautious about FY2009, given the international 
economic environment. 

The Company is watching very closely the developments in the market and will take corrective actions if trading is 
influenced further by the global crisis, on top of the measures which we have  already taken.

Our excellent financial status is based upon a very strong balance sheet as well as high cash and cash equivalent reserves. 
This enables us to continue investing in R&D, further enhance our sales & marketing activities and to provide support for our 
existing customers to help the company through this environment. 

>>
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Financial Review 
The table below sets out selected key financial information for the Group on a consolidated basis for the periods indicated.

Revenues and Profits
Group sales for the year ended 31 December 2008 increased by 14% to $84.9 million, from $74.4 million in 2007. 

Sales to the UK rose significantly from $8.0 million to $9.9 million, a 23% increase. Sales in Israel increased in 2008 from 
$4.5 million to $4.9 million, representing a growth of 7%. Sales in mainland Europe grew by 19% from $41.3 million to 
$49.2million. North Americas recorded increase in sales of 7% from $13.1 million to $13.9 million. The Far East & Pacific sales 
grew by 10% to $2.7 million from $2.5 million. 

Sales by Region US Dollars (US $M) Year ended 31 December

2008 2007

Israel 4.9 4.5

North Americas 13.9 13.1

UK 9.9 8.0

Mainland Europe 49.2 41.3

Far East and Pacific 2.7 2.5

Other 4.3 5.0

Total 84.9 74.4

Selected financial information US Dollars (M) Year ended 31 December

2008 2007

Turnover 84.9 74.4

Gross Margin 40.7% 41.2%

Operating Profit 4.8 1.9

Operating Margin 5.6% 2.5%

Pre-tax Profit 4.6 0.2

Net Profit 3.7 0.4

Net Profit % 4.4% 0.5%

 Basic earnings per share (in cents) 8.9 1.0

Net cash inflows from operating activities 3.3 2.9

Shareholders Equity – as at 31 December 44.5 41.2
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2008 saw a 12% increase in sales in Visonic’s core product line of Security and Home Management systems to $76.5 million 
(2007: $68.1 million). Location Tracking products, manufactured by Visonic Technologies, saw a 33% sales increase from 
the previous year ($6.3 million in 2007 to $8.4 million in 2008).

Gross profit margins decreased to 40.7% in 2008 from 41.2% in 2007, mainly because of  the currency movements and 
devaluation of the Euro and Sterling against the US Dollar.

Profit before tax showed an increase to $4.6 million from $0.2 million in the previous year. 

Hedging and Currency Rates
According to the Company’s policy, several measures were taken for protection (in part) against cash flow exposure. The 
Company does not protect its balance sheet exposure.

As mentioned above, the Group’s operating results and margins were adversely impacted, particularly during the fourth 
quarter, by the devaluation of the Euro and Sterling against the US Dollar (the Group’s reporting currency).

Hedging activities taken by the Company during FY2008 significantly decreased the financial impact of currency 
movement.

Taxation 
The Company has received approval from the Israeli Investment Center, which had the effect of increasing the tax benefit 
deriving from the “Approved Enterprise” status of the Company. 

The tax liability in Israel is calculated on the NIS denominated accounts with reference to Israeli tax law and accounting 
principles, rather than on the US Dollar accounts prepared under IFRS. The Company benefited from a favourable tax regime 
in Israel and the total tax expense was $0.9M on global earnings. 

The Group’s taxes on income consist of the following: $323K - current taxes; $323K - a subsidiary tax assets write-off; 
$252K - other deferred tax.

Sales by Product Line (US $M) Year ended 31 December

2008 2007

Security and Home Management 76.5 68.1

Location Tracking Systems 8.4 6.3

Total 84.9 74.4

>>
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Dividend
The Board has resolved to declare a maintained dividend of £0.01 per ordinary share, subject to the shareholders’ approval 
at the Annual General Meeting to be held on 26 May 2009. The dividend, if approved, will be paid on 30 June 2009 to 
shareholders on the register on 5 June 2009. Visonic ordinary shares will be quoted ex-dividend from 3 June 2009.  

The dividend is subject to Israeli withholding tax in accordance with applicable law. Subject to exceptions, the tax rate with 
respect to a dividend paid from non-approved enterprise earnings will be as follows: 

An individual Israeli shareholder who holds less than 10% of the issued and outstanding share capital of the Company 
will pay a tax rate of 20%, whereas an individual Israeli shareholder, who holds more than 10% of the issued and 
outstanding share capital of the Company, will pay a tax rate of 25%. Israeli companies are exempt from tax payment.
Non-Israelis will pay 25% tax. According to the UK-Israel Double Taxation Treaty and subject to its terms and conditions, 
UK individuals and companies will pay a tax rate of 15%.

The total dividend is estimated to be £416K, which represents approximately 1.4% of the Company’s issued and paid–up 
share capital (applying an exchange rate of $1.46: £1) and following the dividend distribution the retained earnings of the 
Company, as defined in section 302 of the companies law 1999, are estimated to be $20 million (subject to exchange 
rate movements).

Cash Flow and Shareholder Equity
Cash inflows from operational activity reached $3.3 million, compared to $2.9 million in 2007.
Visonic ended the year with a very strong balance sheet with cash and cash deposits of $15.5 million. Net cash remained 
unchanged at $7.0 million. 

Shareholders equity increase to $44.5 million (from $41.2 million in the correspondent year). Equity represented 66.5% of 
the total balance sheet (compared to 64.7% in 2007). 

Accounting Standards
This set of financial statements was prepared in accordance with International Financial Reporting Standards (“IFRS”).

Internal Auditor
The Company’s Internal Auditor has reviewed the Group’s safety and environment quality and no material inadequacies 
have been found. All of his recommendations were accepted.

Community
We consider our contribution to the community as one of the Group’s most important values. We encourage and take great 
pride in the community projects undertaken by our employees worldwide.

The policy and thought behind our “Community Relations” programmes is to get closer to the community and keep a 
continuous and ongoing relationship with the people and organisations that live and operate in these communities. We 
have strengthened ties with the “Seniors Club” in Southern Tel Aviv, while in Kiryat Gat we work with children in need. 
Activities carried out in 2008 included: joint holiday celebrations; arranging trips to Jerusalem; organising a school fair to 
finance scholarships for deprived pupils.
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 27 March 2009

Forward Looking Statements
This report contains certain forward-looking statements within the meaning of Israeli applicable law relating to future events or our future 
performance, such as statements regarding trends, demand for our products and expected revenues, operating results and earnings.

Such forward-looking statements usually contain language such as “believe”, “estimate” and the like.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, levels of activity, 
performance or achievements to be materially different from any future results, levels of activity, performance or achievements expressed or 
implied in those forward-looking statements.
These risks and other factors include but are not limited to: changes affecting currency exchange rate, including the NIS/U.S Dollar and the NIS/EURO 
exchange rate; payment default by any of our major clients; the loss of one of more of our key personnel; changes in laws and regulations, including 
those relating to the electronic security (alarms) industry and the home management industry and inability to meet and maintain regulatory 
qualifications and approvals for our products; termination of arrangements with our suppliers; loss of one or more of our principal clients; increasing 
levels of competition in markets in which we do business; changes in economic conditions in Israel, including in particular economic conditions in the 
Company’s core markets; our inability to predict accurately consumption of our products; and risks associated with product liability claims.

We cannot guarantee future results, levels of activity, performance or achievements. We do not assume any obligation to update the forward-
looking information contained in this report.

Dr. Avigdor Shachrai, President & CEO
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Executive Directors
Yaacov Kotlicki,  Chairman - aged 61
Yaacov Kotlicki is one of the founders of Visonic and Executive Chairman of the Board. He has managed the Company for 
31 years and has been instrumental in developing many of the technologies used in Visonic’s products, including passive 
infrared detectors, alarm control panels, and Fresnel lens design and production processes. In addition, Yaacov Kotlicki 
was also involved in building Visonic’s international marketing network. Mr. Kotlicki holds a B.Sc. degree in Electronic 
Engineering from the Technion – Israel Institute of Technology.

Dr. Avigdor (Avi) Shachrai, President and CEO - aged 63
Dr. Avigdor (Avi) Shachrai has been the President and CEO of Visonic since July 2002. He had previously served for one and 
a half years as Vice President of Sales and Marketing of Visonic. Dr. Shachrai has 37 years of experience in management, 
marketing and development of high technology companies. He has been a faculty member at the Technion – Israel 
Institute of Technology (Faculty of Mechanical Engineering), as well as Vice President of Research and Development at 
Photon Sources (US). As President and CEO of MLI Lasers, he led the company through a successful flotation. Dr. Shachrai 
holds a D.Sc. degree from the Technion. He has studied advanced business management at Tel Aviv University, as well as 
mathematics and physics at the Hebrew University in Jerusalem.

Yair Naaman, CFO - aged 63
Yair Naaman was appointed to serve as Visonic’s Chief Financial Officer (CFO) on October 3, 2006. Prior to joining 
Visonic, Mr. Naaman has a distinguished career spanning more than 30 years in financial roles in major international 
companies. This experience includes CFO of American-Israeli Paper Mills, quoted on AMEX and TASE. He was also Head 
of the Finance Department of Koor Industries, then the largest conglomerate in Israel and still listed on the NYSE and 
TASE, where he was involved in the IPOs of Koor Industries and a number of Koor’s subsidiaries on international stock 
exchanges. Mr. Naaman holds a BA and MA in Economics from the Tel-Aviv University and is also a non-executive 
director of an Israel-based agro-industrial holding company, Gaon Agro Industries Ltd.

Non Executive Directors
Walter Goldsmith - aged 71
Walter Goldsmith qualified as a Chartered Accountant in 1961. He joined Black & Decker in 1966 and became 
CEO of the UK company and later Corporate VP of the US parent. He helped establish Black & Decker companies 
in 22 countries and helped launch the famous Workmate portable workbench. He has served as Chairman or 
non-executive director of public and private companies including Bank Leumi (UK). Government appointments 
have included Chairman of The British Overseas Trade Group for Israel. He is chairman of the audit committee 
of the Board and the senior non-executive director, who was appointed as an “external director” as per the 
Israeli Companies Law requirements.

Anthony McCann - aged 68
Anthony McCann has held a number of senior positions in the consumer sector including Joint COO of Black and Decker 
Inc., President and Managing Director of Sunbeam International, and Managing Director (mail order division) of the 
Littlewoods Organisation plc. He was also Chairman of Servisair Plc and ScS Upholstery plc at the time of their listings. 
He is currently Chairman of a number of private companies. He is chairman of the remuneration committee of the 
Board, who was appointed as an “external director” as per the Israeli Companies Law requirements.

Bat Sheva Levi - aged 61
Bat Sheva Levi joined the Company as one of its non-executive directors on 21 May 2007. Ms. Levy is a director of Orbit-
Alchut Technologies Limited, listed on the Tel-Aviv Stock Exchange and was a director of Rafael Limited until October 
2006. She served as a member of the legal department of El-Op Electro Optics Industries Limited (1988-1992) and legal 
counsel and corporate secretary of El-Op Electro Optics Industries Limited from 1993 until 2001 when she left to found 
her own law firm, Bat-Sheva Levi, Advocate. She holds an LL.B. degree, an LL.M. degree in Law and a B.A. in Arts, 
Psychology and Education from Bar Ilan University, Israel. Ms. Levy serves in the audit and remuneration committees of 
the Board effective as of 21 May 2007.

Board of Directors
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Corporate Governance
Introduction
The Board of Directors supports a high standard of corporate governance set out in section 1 of the Combined Code on 
Corporate Governance issued by the Financial Services Authority (the “Combined Code”). 

The Board and Its Committees
The Board

The Board comprises the Chairman, Mr. Yaacov Kotlicki; the Chief Executive Officer, Dr. Avigdor Shachrai; the Chief Financial 
Officer, Mr. Yair Naaman and three non-executive Directors: Mr. Walter Goldsmith, Mr. Anthony McCann and Ms. Bat Sheva 
Levi. The Board’s non-executive directors are independent of management and have extensive understanding of corporate 
governance, business operations and finance issues. The Board does not consider the Executive Chairman, Yaacov Kotlicki, 
to be independent as he is a founder, controlling shareholder and an Executive Director of the Company. The Board retains 
full responsibility and effective control over the Company’s strategy and policies, including fundamental issues, plans and 
budgets. All directors are responsible equally for the company’s affairs. Responsibility for managing the business and 
implementation of business policies is delegated to the executive directors. 
The members of the Board receive a memorandum on the responsibilities and liabilities of directors on their appointment 
to the Board. There are also presentations to the directors on the activities of the Company and visits to the Company 
premises and its manufacturing facilities. Once a month each director receives a “flash report” and information on the 
performance of the Company. At every Board meeting a report on the trading and applicable results of the Company are 
provided. Once a year a budget is discussed and approved by the Board for the following year. All directors are properly 
briefed on issues arising at Board meetings and further information requested by a director is always made available. The 
Company’s Secretary, advocate Akiva Laxer, serves as the secretary of the Board Committees.

The directors may take independent professional advice at the Company’s expense in furtherance of their duties. 
Independent outside counsel is always present at board meetings.

The Board has met seven times this Financial Year (one meeting was conducted by correspondence). The meetings were 
attended by all Board members, except one meeting when one member was absent.

Board Committees

The Board has two Standing Committees. The Audit Committee and the Remuneration Committee are each comprised of 
the three non-executive directors. The Secretary to these standing committees is the Company Secretary.

The Audit Committee

The Audit Committee is comprised of the three non-executive directors, and is chaired by Mr. Walter Goldsmith. The Audit 
Committee meets at least three times year and the Company’s external auditors also attend most of the meetings. 

Under its terms of reference, the Audit Committee is required to oversee the relationship with the Company’s external 
and internal auditors, to review the Company’s preliminary results, interim results and financial statements, to monitor 
compliance with statutory and listing requirements for any exchange on which the Company’s shares are quoted and to 
approve transactions with interested parties. During 2008 the Audit Committee met on four occasions.
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Remuneration Committee

The Remuneration Committee is comprised of the three non-executive directors, and is chaired by Mr. Anthony McCann. 
The Remuneration Committee approves the remuneration of all executive directors in the Company. The Committee is 
responsible for making recommendations to the Board on the Company’s framework of executive director’s remuneration 
and for determining on behalf of the Board the remuneration package for each executive director. The remuneration of 
non-executive directors is determined by the entire Board, but the non-executives do not participate in Board discussions 
or vote on matters relating to their own fees. The Remuneration Committee met two times during the year 2008. 

Relations with Shareholders
The Company welcomes dialogue with its shareholders and communicates with them through its interim and annual 
reports and website. Regular meetings are held with institutional investors. Any shareholder concerns can be conveyed to 
the independent non-executive directors. At the Annual General Meeting, which will be held on 26 May 2009, shareholders 
can question the directors. Notice of the AGM and related papers will be sent to shareholders at least 21 days in advance of 
the Meeting.

Internal Control 
Internal Auditor

The Board of Directors has overall responsibility for ensuring that the Company maintains adequate systems of internal 
control. To this end, in accordance with Israeli Company Law requirements, the Company’s Board of Directors appointed 
Mr.Yossef Ginosar, CPA, from Fahn Kanne Control Management Ltd. (Grant Thornton), as an independent internal auditor, 
after he was interviewed and recommended by the Audit Committee, as prescribed by Israeli Companies Law. The 
internal auditor reports to the Audit Committee, and is responsible for ensuring that the Company is run according to good 
corporate practice. 

Control Risk Management  

A “Control Risk” assessment was conducted by the internal auditor in order to assist the internal auditor in the goal of 
focusing on the specific areas of risk which management should address in order to maximize the benefit to the Company. 

During 2008, as a result of management recommendation and the decision of the Audit Committee, the internal auditor 
examined the Group’s safety and environment quality, which included all formations and standards of security facilities 
and environment protection that the Company should fulfil - and no material inadequacies were found. All of his 
recommendations were accepted by management. The internal auditor submitted his report and recommendations in 
March 2008 to the audit committee and to the management.

Financial information and control 

The key features of the financial controls of the Company include a comprehensive system of financial reporting, budgeting 
and forecasting, and clearly laid down accounting policies and procedures. The Board of the Company is furnished with 
detailed financial information on a monthly basis.
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Review of Effectiveness
One of the Board’s roles is to provide entrepreneurial leadership for the Company within the framework of prudent and 
effective controls which enable risk to be assessed and managed. The Board sets the Company’s strategic aims, ensures 
that the necessary financial and human resources are in place for the Company to meet its objectives and reviews 
management performance. The Board sets the Company’s values and standards and ensures that its obligations to its 
shareholders and others are understood and met. 

Each director continues to contributing effectively and to demonstrate commitment to the role (including commitment 
of time for board and committee meetings and any other duties). The non-executive directors are responsible for 
performance evaluation of the chairman, taking into account the views of executive directors.
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Remuneration Committee and Advisors 
The Company’s Remuneration Committee is chaired by Mr. Anthony McCann and its other members are Mr. Walter 
Goldsmith and Ms. Bat Sheva Levi. The Remuneration Committee, where appropriate, utilizes the advice of independent 
consultants in its considerations of what comparative companies of similar size in the technology sector are paying and in 
setting annual salaries, incentive schemes, and car benefits. 

Remuneration Policy 
The Remuneration Committee’s broad responsibility is to establish and maintain a remuneration policy for the following 
financial year and for financial years subsequent to that which is sufficiently competitive to attract, retain and motivate 
high quality executives linking a significant proportion of their pay to the performance of the Group and creating a close 
identity of interests between executives and shareholders. The remuneration package of executive directors consists 
of basic salary; performance related bonuses, other benefits in kind, share options and others. The details of individual 
components of the remuneration package and service contracts are discussed below, with a summary table of the 
directors’ emoluments.

Basic Salary and Benefits
The basic annual salary of each of the executive directors is set annually by the Remuneration Committee (see Directors’ 
Emoluments table). Other benefits principally comprise of car, fuel, severance pay, study fund, vacation, social security and 
other benefits required by the Israeli law. 

The remuneration of the non-executive directors is determined by the Board of Directors, subject to the approval of the 
annual general meeting (AGM). The non-executive directors do not participate in bonuses, share options or long-term 
incentive plans. 

Performance Related Bonuses
The executive directors participate in an executive bonus plan, based on the Company’s performance.  Bonuses payable 
this year are detailed in the directors’ emoluments given in the Directors’ Emoluments table below. Performance related 
bonuses do not affect the Company’s pension contributions.

Directors Emoluments
The remuneration of the executive and non-executive directors of the Company for the year ended 31 December 2008 
(US$ ‘000):

Basic salary
and fees

Performance      
related bonus     

Pension 
Contribution Other benefits Total

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

$000

Executive Directors

 Yaacov Kotlicki 119 99 114 43 22 18 26 25 281 185

  Avigdor Shachrai 277 241 90 26 54 47 43 45 464 359

Yair Naaman 188 164 61 38 41 36 22 14 312 252

Directors’ Remuneration Report
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*) Worked partly

Share Options
Share options are granted at the discretion of the Remuneration Committee. Options granted to the Executive Directors and 
the Stock Option Plans are detailed in the following table.

Non of the above-mentioned options were exercised
*) Subject to termination and option plan terms and conditions

Service Contracts
The duration of contracts of employment of the executive directors are not fixed. The Company’s liability for severance pay 
for Israeli resident employees is calculated pursuant to Israeli Severance Pay Law, based on the most recent salary of the 
employees multiplied by the number of years of employment. Employees are entitled to one month’s salary for each year 
of employment or a portion thereof. The Company’s liability for all of its employees is partly provided by monthly deposits 
with severance pay funds, insurance policies and by an accrual (for further details on service contracts see note “balances 
and transactions with related parties” of the financial statements). All of the directors’ remuneration is approved by the 
Remuneration Committee. 

Basic salary
and fees

Performance      
related bonus     

Pension 
Contribution Other benefits Total

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

$000

Non Executive Directors

  Anthony McCann 37 41 - - - - 2 2 39 43

 Walter Goldsmith 37 41 - - - - 2 2 39 43

Bat Sheva Levi 22 8*) - - - - - - 22 8

Total 680 594 265 87 117 101 95 182 1,157 863

Number of Options 
Granted Date of Grant Exercise Price Vesting Last exercise date*)

  Avigdor Shachrai 236,000 26.11.02 0.68US$ for 4 years 25% each year 59,000: 12.11.2011

177,000: 24.11.2013

236,000 15.04.04 0.88GBP for 4 years 25% each year 24.11.2013

50,000 22.12.06 0.71GBP for 4 years 25% each year 24.11.2013

50,000 11.03.08 0.49GBP for 4 years 25% each year 24.11.2013

Yair Naaman 120,000 3.10.06 0.795GBP for 4 years 25% each year 24.11.2013

30,000 11.03.08 0.49GBP for 4 years 25% each year 24.11.2013
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Details of the director’s contract terms are as follows:

(1)  Yaacov Kotlicki’s annual salary under the agreement is NIS 426K (equivalent to US$ 119K) (linked to the Israeli 
Consumer Price Index) and the agreement also entitles him to social benefits and a bonus of 2.5 per cent of the 
annual operating profit of the Group and, in addition, a bonus of up to 50 per cent of his annual salary depending 
upon the success and profitability of the Group - subject to the approval of the Board of Directors and a company 
car. The agreement is terminable by either party on three months’ prior written notice to the other. 

 (2) Avigdor Shachrai’s annual salary under the agreement is NIS 990K (equivalent to US$ 277K) on annual basis and 
the agreement also entitles him to social benefits and a bonus of up to 100 per cent of his annual salary depending 
on the success and profitability of the Group and a company car. The agreement is terminable by either party on six 
months’ prior written notice to the other.

 (3) Yair Naaman’s annual salary under the employment agreement is NIS 674K (equivalent to US$ 188K). The 
agreement also entitles him to social benefits and a bonus of up to 100 per cent of NIS annual salary depending on 
the success and profitability of the Group and a company car. The agreement is terminable by either party on six 
months’ prior written notice to the other.

(4)  According to Mr. Walter Goldsmith’s and Mr. Anthony McCann’s agreements, their appointment as non-executive 
directors of the Company shall be for an initial period of not less than 12 months from the appointment date. 
According to the Companies Law, the terms of service of a non-executive director shall be 3 years and the 
Company re-appointed  them to one additional term of 3 years in the AGM which was held on 21 May 2007. Their 
annual fee under the agreements is £20,000 each (equivalent to US$ 29,000 each).

(5) According to Ms. Bat Sheva Levi’s agreement, her appointment as non-executive directors of the Company is 
effective as of 21 May 2007 (subject to applicable law and terms of the agreement) and shall be for a fixed period 
of 3 years. Ms. Levi’s annual fee according to the agreement and based on adjustments made in 2008 due to 
amendments in the applicable regulation, is NIS 42,600 (equivalent to US$ 11K) in addition to NIS 2,200 (equivalent 
to $0.6K) for each meeting (unless it was conducted by correspondence – in such case the fee is NIS1,100, which is 
equivalent to $0.3K).

Approved by the Board of Directors on 27 March 2009

Dr. Avigdor Shachrai, Director 
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The directors present their annual report to shareholders together with the audited accounts of the Company for the year 
ended 31 December 2008.

Results and Dividends
The Group’s financial results are shown in the Consolidated Profit and Loss of the financial statements. The Board will 
recommend the AGM a payment of a dividend of £0.01 per share. 

Review of The Business
The Group is an international developer and manufacturer of electronic security (alarms), home healthcare and home 
management systems, as well as real-time location and access control systems. The Group’s products address the 
residential, commercial and institutional markets (such as hospitals, prisons, mental health institutions and museums). The 
Company does not sell directly to end users but reaches them via a variety of intermediary channels. The Group sells a wide 
range of technically advanced products, principally to European and American based “blue chip” multi-national companies. 
The Group sells its products in over 70 countries including the UK, North America, mainland Europe, Asia Pacific (including 
Japan and China) and Israel.

A review of the Group’s business and the future prospects is given in the CEO’s statement.

Corporate Social Responsibility
As part of Visonic’s Corporate Social Responsibility (CSR), Visonic is committed to enhancing its strategic goals with both 
Community and HR and such commitment includes: Meeting all relevant environmental legal and professional standards; 
Setting measurable environmental milestones and goals; Striving to continuously improve the company’s performance in 
terms of environmental preservation and to minimize the environmental impact of its activities and products; Encouraging 
its suppliers and subcontractors to respect the environment. 

Environmental Policy
All chemicals used and waste produced by the Company in its manufacturing processes are treated and disposed of 
according to local regulations in a manner that prevents damage to the environment. The Group complies with all the 
material relevant environmental requirements of local authorities for manufacturing companies.
In compliance with the European WEEE (Waste Electrical and Electronic Equipment) directive, all of Visonic’s European 
Community offices have signed agreements with recyclers. Products have been labelled according to the directive and 
in addition we have provided customers with the choice of a new type of packaging that not only reduces waste but is 
adaptable to several configurations of kit. The success of this standard packaging type is such that customers in the USA are 
also using it.

All Visonic’s products are sold in compliance with the RoHS directive. This directive deals with the restriction of certain 
substance used in the manufacture of components and the equipment itself. 

Employment Policy
The Group’s employment policy is designed to attract and retain high quality staff and to give equal opportunities 
for employment, training, career development and promotion to all employees regardless of sex, race, religion and/or 
disability.

Directors’ Report
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Directors
The following directors served throughout the year:

Directors’ Interests
The beneficial and family interests in the share capital of the Company of the directors who held office at 31 December 2008 
are detailed in the table below.

No director had a material personal interest in any contract, other than a service contract, with the Company or any 
subsidiary at any time during the year or since 31.12.08 until the date hereof other than what is stated in note “balances and 
transactions with related parties” of the financial statements.

The Company maintains insurance to indemnify any director or officer against liabilities incurred in acting in such capacities.

* Less than 0.01 per cent.
** A Company wholly owned by Yaacov Kotlicki.

Name Date of appointment Date ceased

Yaacov Kotlicki 11.2.1973 -

 Avigdor Shachrai 26.2.2004 -

Yair Naaman 3.10.2006 -

Walter Goldsmith 1.4.2004 -

Anthony McCann 1.4.2004 -

Bat Sheva Levi 21.5.2007 -

Shareholder Ordinary shares
Percent of Issued and 

outstanding  share capital

Yaacov Kotlicki 25,829,000 62.11

Batia Kotlicki 500 * -

Akiva Laxer (held in trust for Yaacov Kotlicki ) 1,588,620 3.82

S.M.D. Advanced Technologies Ltd. ** 2,339,176 5.63

Avigdor Shachrai 20,000 0.05

Yair Naaman 8,333 0.02

Walter Goldsmith 30,000 0.07

Anthony McCann 6,000 0.01

Total 29,821,629 71.71
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Substantial Interests
To the Company’s best knowledge, in accordance with information provided to the Company, the beneficial owners (who 
may hold the shares for themselves and/or for others) holding, at 27 March 2009 5% or more of the Company’s actual 
outstanding and issued share capital (not including the Company’s registration companies) are as follows:

Fixed Assets
Details of changes in fixed assets are shown in note 10 of the financial statements. 

Auditors:
Kost Forer Gabbay & Kasierer, a member of Ernst & Young Global, have expressed their willingness to continue in office and 
a resolution to appoint them as auditors for 2009 will be proposed at the coming annual general meeting. 

Going Concern:
After making inquiries, the directors have a reasonable expectation that the Group has adequate resources to continue in 
operational existence and to meet its objectives for the foreseeable future. For this reason they have adopted the going 
concern basis in preparing the financial statements.

Annual General Meeting:
Will be held on the 26 of May 2009 at 12:00 PM in London at the offices of Hudson Sandler, 29 Cloth Fair, London EC1A 7NN, 
ENGLAND.

By order of the Board:

Yair Naaman, Director                                          27 March 2009

Number of ordinary shares 
31 December 2008

Percent of issued and outstanding
share capital 31 December 2008

Yaacov Kotlicki 29,802,296 71.66%

Forest Investment Ltd. 2,460,318 5.92%
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The Directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable 
law and regulations and in accordance with International Financial Reporting Standards (IFRS).
After making enquiries, the Directors have a reasonable expectation that the Company and its subsidiaries have adequate 
resources to continue in operational existence for the foreseeable future. For this reason, they have adopted the going 
concern basis in preparing the financial statements. 

UK and Israeli Law require the Directors to prepare financial statements for each financial period, which give a true and 
fair view of the state of affairs of the Company and the group, and of the profit and loss of the Company for the period. 
In preparing these financial statements, the Directors are required to: select suitable accounting policies and then apply 
them consistently; make judgments and estimates that are reasonable and prudent; state whether applicable standards 
have been followed, subject to any material departures disclosed and explained in the financial statements; and prepare 
the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue 
in business. The Directors consider that in preparing the financial statements, the Company and Group have used the 
accounting policies and adopted the principles as set out in this paragraph. 

The Directors believe that they fulfil their responsibility for keeping proper accounting records which disclose with 
reasonable accuracy at any time the financial position of the Company and to ensure that the financial statements comply 
with the Companies Act 1985. They are responsible for safeguarding the assets of the Company and hence for taking 
reasonable steps for the prevention and detection of fraud and other irregularities.

Statement 
of Directors’ Responsibilities
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Independent Auditors’ Report

To the shareholders of Visonic LTD. 
We have audited the accompanying financial statements of Visonic Ltd. and its subsidiaries (“the Group”), which comprise 
the consolidated balance sheets as of December 31 , 2008 and 2007, and the consolidated statements of income, 
consolidated statements of changes in equity and consolidated statements of cash flows for each of the two years in the 
period ended December 31, 2008, and a summary of significant accounting policies and other explanatory notes.  

We did not audit the financial statements of certain subsidiaries, whose assets constitute approximately 22% and 24% of 
total consolidated assets as of December 31, 2008 and 2007, respectively, and whose revenues constitute approximately 
48% and 47% of total consolidated revenues for the years ended December 31, 2008 and 2007, respectively. The financial 
statements of those subsidiaries were audited by other auditors, whose reports have been furnished to us, and our opinion, 
insofar as it relates to amounts included for those companies, is based on the reports of the other auditors.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates 
that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in 
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the 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 financial statements in order 
to design audit procedures that are appropriate for the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained and the reports of the other auditors are sufficient and appropriate to 
provide a basis for our audit opinion.

Opinion

In our opinion, based on our audits and the reports of the other auditors, the consolidated financial statements give a true 
and fair view of the financial position of the Group as of December 31, 2008 and 2007, and of its financial performance and 
its cash flows for each of the two years in the period ended December 31, 2008, in accordance with International Financial 
Reporting Standards.

Tel-Aviv, Israel
March 27, 2009

KOST FORER GABBAY & KASIERER
A Member of Ernst & Young Global

Kost Forer Gabbay & Kasierer
3 Aminadav St. Tel-Aviv 67067, Israel
    Tel:  972 (3)6232525, Fax: 972 (3) 5622555
www.ey.com/il
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Consolidated Balance Sheets
As of 31 December

Note 2008 2007

Assets U.S. dollars in thousands, except share and per share data

Current Assets: 

Cash and cash equivalents 3 14,469 13,367

Short-term deposit 4a 1,000 -

Available-for-sale financial assets 5 - 183

Trade receivables 6 18,159 20,386

Income tax receivable 2,462 2,528

Other accounts receivable 7 1,962 1,801
Inventories 8 15,735 11,251

Total current assets 53,787 49,516

Non-Current Assets:

Long-term deposits 4b - 1,960

Property, plant and equipment 9 7,468 5,613

Intangible assets 10 4,206 4,484

Prepaid expenses 11 510 618

Deferred tax assets 17b 990 1,565

Total non-current assets 13,174 14,240

Total assets 66,961 63,756

Liabilities and Equity
Current Liabilities:
Credit from banks and current maturities of bank loans 12 8,500 4,520
Trade payables 13 7,594 8,311
Other current liabilities 14 6,333 5,670

Total current liabilities 22,427 18,501

Equity 19

Issued capital 21 21
Share premium 23,954 23,596
Net unrealised gains reserve - 13
Retained earnings 20,514 17,610

Total equity 44,489 41,240

Total liabilities and equity 66,961 63,756

Non-Current Liabilities:
Bank loans 15 - 4,000
Employee benefit liability 16 45 15

Total non-current liabilities 45 4,015

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

March 27, 2009

Date of approval of the
financial statements

Yaacov Kotlicki
Chairman of the Board

Dr. Avigdor Shachrai
Chief Executive Officer

Yair Naaman
Chief Financial Officer
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Consolidated Statements 
of Income

Year ended December 31

Note 2008 2007

U.S. dollars in thousands, except share and per share data

Sale of goods 84,932 74,388
Cost of sales 21a 50,336 43,722

Gross profit 34,596 30,666

Research and development costs 21b 7,127 6,795

Selling and marketing expenses 21c 17,336 17,420

General and administrative expenses 21d 5,225 4,371

Share-based payments 20 154 227

Total operating expenses 29,842 28,813

Operating profit 4,754 1,853

Financial expenses 21f (2,052) (1,745)

Financial income 21g 1,901 1,299
Other income (expenses) 21e 6 (1,182)

Profit before taxes on income 4,609 225

Taxes on income (tax benefit) 17 898 (134)

Net profit 3,711 359

Basic earnings per share (in cents) 22 8.9 1.0

Diluted earnings per share (in cents) 22 8.9 1.0

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements 
of Changes in Equity

Issued
capital

Share
premium

Net
unrealised

gains (loss)
reserve

Retained 
earnings

Total
equity

Total 
recognised 

income

U.S. dollars in thousands, except share and per share data

Balance as of January 1, 2007 21 23,354 (2) 18,075 41,448

Net gain on available-for-sale 
financial assets - - 15 - 15 15

Exercise of options *)   - 15 - - 15 -

Share-based payments - 227 - - 227 -

Dividend - - - (824) (824) -

Net profit - - - 359 359 359

374

Balance as of December 31, 2007 21 23,596 13 17,610 41,240

Realised gain on available-for-
sale financial assets charged to 
profit and loss - - (13) - (13) (13)

Refund of issuance expenses - 204 - - 204 -

Share-based payments - 154 - - 154 -

Dividend - - - (807) (807) -

Net profit - - - 3,711 3,711 3,711

3,698

Balance as of December 31, 2008 21 23,954 - 20,514 44,489

*)  Represents an amount lower than $1.
        The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements 
of Cash Flows

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

Year ended December 31

2008 2007

U.S. dollars in thousands, except share and per share data

Cash flows from operating activities:  

Net profit 3,711 359
Adjustments to reconcile net profit to net cash provided by 
operating activities (a) (422) 2,514

Net cash provided by operating activities 3,289 2,873

Cash flows from investing activities:
Short-term deposit (1,000) 8,000
Long-term deposits 3,200 (3,200)
Proceeds from redemption of held-to-maturity investments - 1,000
Proceeds from redemption of available-for-sale financial asset 183 -
Acquisition of intangible assets (706) (1,322)
Proceeds from sale of property and equipment 78 24

Purchase of property and equipment (3,319) (1,114)

Net cash provided by (used in) investing activities (1,564) 3,388

Cash flows from financing activities:

Exercise of options - 15
Increase (decrease) in balance with related company - (53)
Refund of issuance expenses 204 -
Repayment of long-term bank loans (4,520) (229)
Dividend paid (807) (824)

Short-term bank credit 4,500 573

Net cash used in financing activities (623) (518)

Increase in cash and cash equivalents 1,102 5,743

Cash and cash equivalents at the beginning of the year 13,367 7,624

Cash and cash equivalents at the end of the year 14,469 13,367
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Year ended December 31

2008 2007

U.S. dollars in thousands, except share and per share data

(a)   Adjustments to reconcile net profit to net cash 
          provided by operating activities:

Income and expenses not involving cash flows: 
Depreciation and amortization 2,401 2,175
Deferred taxes 575 (156)
Increase (decrease) in employee benefit liabilities 30 (92)
Loss (gain) from sale of property and equipment, net (31) 2
Loss from revaluation of other investment - 1,190
Loss (gain) from revaluation of short and long-term deposits (1,240) 1,240
Share-based payments 154 227
Realised gain from sale of available-for-sale financial assets (13) -

Changes in working capital items:

Decrease (increase) in trade receivables 2,227 (3,765)
Increase in other accounts receivable (95) (204)
Decrease (increase) in inventories (4,484) 3,174
Decrease in long-term prepaid expenses 108 49
Decrease in trade payables (717) (2,284)

Increase in other current liabilities 663 958

(422) 2,514

(b)   Supplemental disclosure of cash flow information:

Cash paid during the year for:

Interest 423 543

Income taxes 131 909

Cash received during the year for:

Interest 437 471

Income taxes - 2,112

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

Consolidated Statements 
of Cash Flows
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Notes to Consolidated Financial
 Note 1: General
A. Company description: 

The Company was founded in 1973 under the laws of the State of Israel and it is engaged in the design, development, 
manufacture and marketing of security systems and components for institutional, commercial and residential customers 
for both personal and property protection.

The Company, through its subsidiary, also operates in location tracking systems, access control systems and concentrates 
solely on the non-residential technology market.
The registered office is located in Tel-Aviv.

The Company’s products are marketed by the Company’s salespersons and wholly-owned subsidiaries in Israel, Europe, 
North America  and other regions. In China, sales are done through its 50% owned joint-venture in Hong-Kong.

B. Definitions: 

In these financial statements: 

The Company -   Visonic Ltd.

Subsidiaries -   companies over which the Company exercises control (as defined in IAS 27) and whose
       accounts are consolidated with those of the Company. 

Jointly controlled entity -   company owned by various entities that have a contractual consent for joint control, and whose
       accounts are consolidated with those of the Company using the proportionate consolidation 
       method. The jointly controlled entity in these financial statements is: 
        Visonic Deson Limited - 50% owned and controlled through Visonic Marketing (1988) Ltd. 
       (“Visonic Deson”).

Investees -   subsidiaries and jointly controlled entity. 

The Group -   the Company and investees.

Related parties -   as defined in IAS 24, “Related Party Disclosures”.

CPI -   Consumer Price Index in Israel.

C. The following companies are consolidated and proportionately consolidated as of December 31, 2008 and 2007:

Companies Geographic Interest 

Visonic Solutions Ltd. ("VS") Israel 100

Visonetix Ltd. ("Visonetix") Israel 100

Visonic Technologies (1993) Ltd. ("Visonic Technologies") Israel 100

Visonic Technologies Americas Inc. ("VTA") United States 100

Visonic Technologies UK Limited ("VT UK") United Kingdom 100

Visonic Technologies Bulgaria Ltd. ("VTB") Bulgaria 100

Visonic Marketing (1988) Ltd. ("VM") Israel 100

Visonic Inc. United States 100

Visonic Iberica de Seguridad S.L. ("Visonic Iberica") Spain 100

Visonic Sicherheitstechnik GmbH ("Visonic GmbH") Germany 100

Visonic Sp.Zo.O ("Visonic Sp") Poland 100

Visonic Limited United Kingdom 100

Visonic Security Pty Limited ("Visonic Pty") Australia 100

Visonic Deson Limited (“Visonic Deson”) Hong Kong 50
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Visonic and its subsidiary VM focus on residential security and provide global technical and marketing support throughout 
the network of subsidiaries and distributors in over 70 countries.

VS focuses on location tracking systems in the institutional and commercial markets through Visonic Technologies.

Note 2: Significant Accounting Policies 
A. Basis of preparation:

The consolidated financial statements have been prepared on a historical cost basis, except for financial instruments and 
available-for-sale investments that are measured at fair value. The consolidated financial statements are presented in 
dollars and all values are rounded to the nearest thousand (U.S. dollar ‘000) except when otherwise indicated.

The accounting policies adopted are consistent with those of the previous financial year.

B. Statement of compliance:

These consolidated financial statements of the Group are prepared in accordance with International Financing Reporting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”) .

C. Functional currency translation:

The consolidated financial statements are presented in U.S. dollars, which is the Company’s functional and presentation 
currency. Each entity in the Group determines its own functional currency and items included in the financial statements 
of each entity are measured using that functional currency. Transactions in foreign currencies (non-U.S. dollars) are 
initially recorded at the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance 
sheet date. All differences are recorded in the statement of income. Non-monetary items that are measured in terms of 
historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when 
the fair value is determined. 

D. Basis of consolidation:

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as of 
December 31, each year. 

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and 
continue to be consolidated until the date that such control ceases (see Note 1c). 

The financial statements of the subsidiaries are prepared for the same reporting period as of the company, using 
consistent accounting policies.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group transactions 
are eliminated in full.

E. Interest in joint venture:

The Group has an interest in a joint venture which is a jointly controlled entity, whereby the venturers have a contractual 
arrangement that establishes joint control over the economic activities of the entity. The Group recognises its interest in 
the joint venture using proportionate consolidation. The Group combines its share of each of the assets, liabilities, income 
and expenses of the joint venture with similar items, line by line, in its consolidated financial statements. The financial 
statements of the joint venture are prepared for the same reporting period as the parent company. Adjustments are 
made where necessary to bring the accounting policies into line with those of the Group.
Adjustments are made in the Group’s financial statements to eliminate the Group’s share of unrealised gains and losses 
on transactions between the Group and its jointly controlled entity. Losses on transactions are recognised immediately if

Note 1: General (Cont.)
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the loss provides evidence of a reduction in the net realizable value of current assets or an impairment loss.
Adjustments are made in the Group’s financial statements to eliminate the Group’s share of unrealised gains and losses on 
transactions between the Group and its jointly controlled entity. Losses on transactions are recognised immediately if the 
loss provides evidence of a reduction in the net realizable value of current assets or an impairment loss. The joint venture 
is proportionately consolidated until the date on which the Group ceases to have joint control over the joint venture.

F. Significant accounting judgments, estimates and assumptions:

The preparation of the Group’s financial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of 
contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could result in 
outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in the future. 

Judgments:

In the process of applying the Group’s accounting policies, management has made the following judgments, apart from 
those involving estimations, which has the most significant effect on the amounts recognised in the financial statements:

Operating leases:

The Group leases facilities from third parties. The Group has determined, based on an evaluation of the terms and 
conditions of the agreement that the significant risks and rewards of ownership of these facilities were not transferred to 
the Group and so accounts for the arrangements as operating leases.

Development costs:

Initial capitalization of costs is based on management’s judgment that technological and economical feasibility is 
confirmed, usually when a product development project has reached a defined milestone according to an established 
project management model. In determining the amounts to be capitalised management makes assumptions regarding 
the expected future cash generation of the assets, discount rates to be applied and the expected period of benefits. At 
December 31, 2008, the best estimate of the carrying amount of capitalised development costs was $ 348 (2007 - $ 489).

Determining the useful lives of intangible assets:

The useful lives of intangible assets are assessed to be finite. Intangible assets with finite lives are amortised over 
the useful economic life and assessed for impairment whenever there is an indication that the intangible asset may
 be impaired.

Estimates and assumptions:

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date, 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the 
next financial year are discussed below.

Impairment of non-financial assets:

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporting date. 
Goodwill is tested for impairment annually and at other times when such indicators exist. Other non-financial assets are 
tested for impairment when there are indicators that the carrying amounts may not be recoverable.

When value in use calculations of goodwill is undertaken, management must estimate the expected future cash flows 
from the cash-generating unit to which the goodwill is allocated and choose a suitable discount rate in order to calculate 
the present value of those cash flows.
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Pension benefits:

The cost of defined benefit pension plans and other post employment medical benefits as well as the present 
value of the pension obligation is determined using actuarial valuations. The actuarial valuation involves making 
assumptions about discount rates, expected rates of return of assets, future salary increases, mortality rates and future 
pension increases. All assumptions are reviewed at each reporting date. In determining the appropriate discount rate 
management considers  the interest rates of corporate bonds in the respective country with an AAA or AA rating. The 
mortality rate is based on publicly available mortality tables for the specific country.

Future salary increases and pension increases are based on expected future inflation rates for the specific country.

Share-based payments:

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity 
instruments at the date at which they are granted. Estimating fair value requires determining the most appropriate 
valuation model for a grant of equity instruments, which is dependent on the terms and conditions of the grant. This 
also requires determining the most appropriate inputs to the valuation model including the expected life of the option, 
volatility and dividend yield and making assumptions about them. The assumptions and models used are disclosed in 
Note 20.

Deferred tax assets:

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be 
available against which the losses can be utilised. Significant management judgment is required to determine the 
amount of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable profits 
together with future tax planning strategies. See Note 17.

G. Functional and foreign currencies:

Functional and presentation currencies:

The financial statements are presented in U.S. dollars, which is the Company’s functional currency.

The functional currency, which is the currency that best reflects the economic environment in which the Company 
operates and conducts its transactions, is separately determined for each Group entity, including an associate presented 
using equity accounting, and is used to measure its financial position and operating results. 

When the Group entity’s functional currency differs from the presentation currency, that entity represents a foreign 
operation whose financial statements are translated so that they can be included in the consolidated financial 
statements as follows:

a) Assets and liabilities for each balance sheet presented (including comparative data) are translated at the closing
 rate at the date of that balance sheet. Goodwill and any fair value adjustments to the carrying amounts of assets
 and liabilities arising on the acquisition of that foreign operation are treated as assets and liabilities of the foreign 
 operation and are translated at the closing rate at the date of that balance sheet.

b) Income and expenses for each period presented in the statement of income (including comparative data) are
 translated at the exchange rates at the date of the transactions.

c) Share capital, capital reserves and other changes in capital are translated at the exchange rate prevailing at the
 date of incurrence. 

d) Retained earnings are translated based on the opening balance translated at the exchange rate at that date and 
 other relevant transactions (such as dividends) during the period are translated as described in b) and c) above.

 

Note 2: Significant Accounting Policies (Cont.)
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Transactions, assets and liabilities in foreign currency:

Transactions denominated in foreign currency (other than the functional currency) are recorded on initial recognition at 
the exchange rate at the date of the transaction. After initial recognition, monetary assets and liabilities denominated in 
foreign currency are translated at each balance sheet date into the functional currency at the exchange rate at that date.
Exchange rate differences, other than those capitalized to qualifying assets or carried directly to equity in hedging 
transactions, are recognized in the statement of income. Non-monetary assets and liabilities denominated in foreign 
currency and measured at fair value are retranslated into the functional currency using the exchange rate prevailing at 
the date when the fair value was determined.

H. Cash and cash equivalents:

Cash and short term deposits in the balance sheet comprise cash at banks and on hand and short term deposits with an 
original maturity of three months or less.

I. Short-term deposits:

Short-term bank deposits are deposits purchased with original maturities of more than three months.

J. Trade receivables:

Trade receivables are recognised and carried at original invoice amount less an allowance for any uncollectible amounts. 
An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written-
off when identified.

K. Inventories:

Inventories are valued at the lower of cost and net realizable value.  

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

Raw materials - at weighted average cost.

Work in progress and finished goods - on the basis of weighted average costs of materials and other direct and indirect 
manufacturing costs, based on normal level of activity. 

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of completion 
and the estimated costs necessary to make the sale.

Property, plant and equipment:

Property, plant and equipment are stated at cost, less accumulated depreciation and accumulated impairment losses, if 
any. Such cost includes the cost of replacing part of the plant and equipment when that cost is incurred, if the recognition 
criteria are met. Likewise, when a major inspection is performed, its cost is recognised in the carrying amount of the 
plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are 
recognised in profit or loss, as incurred.

Depreciation is calculated using the straight-line method over the estimated useful lives of the assets, at the following 
annual rates:

% 

Machinery and equipment 10 - 20 (mainly 10%)

Computers and peripheral equipment 33

Office furniture and equipment 6 - 20 (mainly 7%)

Motor vehicles 15

Leasehold improvements over the shorter of the lease term and the useful life
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An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are 
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference 
between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the year the asset 
is derecognised.

The asset’s residual values, useful lives and methods of depreciation are reviewed and adjusted, if appropriate, at each 
financial year end.

M. Business combinations and goodwill:

Business combinations are accounted for using the purchase method. 

Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s share in 
the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities. 

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose 
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of 
the Group’s cash generating units that are expected to benefit from the synergies of the combination, irrespective of 
whether other assets or liabilities of the acquiree are assigned to those units. 

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the goodwill 
associated with the operation disposed of is included in the carrying amount of the operation when determining the gain 
or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative values of 
the operation disposed of and the portion of the cash-generating unit retained. 

N. Intangible assets:

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in 
a business combination is fair value as at the date of acquisition. Following initial recognition, intangible assets are carried 
at cost less any accumulated amortization and any accumulated impairment losses. Internally generated intangible 
assets, excluding capitalised development costs, are not capitalised and expenditure is reflected in profit or loss in the 
year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be finite. Intangible assets are amortised over the useful economic 
life and 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 with a finite useful life 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 is accounted for by changing the amortization period or method, as appropriate, and 
are treated as changes in accounting estimates. The amortization expense is recognised in profit or loss in the expense 
category consistent with the function of the intangible asset.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal 
proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset is derecognised.

ERP Software:

ERP Software is amortised using the straight-line method over its useful economic life of eight years. The amortization is 
included in cost of sales.

Know-how:

Know-how is amortised using the straight-line method over its useful economic life of 8 years. The amortization is 
included in research and development expenses.

Product registration costs:

Product registration costs are expenses which relate to electrical testing and approving of the Company’s products 
standards according to the required standards in the regions in which the Company sells. The product registration costs 

Note 2: Significant Accounting Policies (Cont.)
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are recognized as assets to the extent that it is expected that such assets will generate future economic benefits. 

Product registration costs are amortized using the straight-line method over its useful economic life of 8 years.

Research and development costs:

Research costs are expensed as incurred. Development expenditure on an individual project is recognised as an 
intangible asset when the Group can demonstrate the technical feasibility of completing the intangible asset so that it 
will be available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate 
future economic benefits, the availability of resources to complete the asset and the ability to measure reliably the 
expenditure during development. 

Following initial recognition of the development expenditure as an asset, the cost model is applied requiring the asset 
to be carried at cost less any accumulated amortization and accumulated impairment losses. Amortization of the asset 
begins when development is complete and the asset is available for use. It is amortized over the period of expected 
future benefit. During the period of development, the asset is tested for impairment annually.

O. Impairment of non-financial assets:

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such 
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s recoverable 
amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell 
and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are 
largely independent of those from other assets or groups of assets. Where the carrying amount of an asset exceeds its 
recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In assessing value 
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. In determining fair value less 
costs to sell, an appropriate valuation model is used. These calculations are corroborated by valuation multiples and 
other available fair value indicators.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the 
Group makes an estimate of recoverable amount. A previously recognised impairment loss is reversed only if there has 
been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was 
recognised. If that is the case the carrying amount of the asset is increased to its recoverable amount. That increased 
amount cannot exceed the carrying amount that would have been determined, net of depreciation, had no impairment 
loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss. 

The following criteria are also applied in assessing impairment of specific assets:

Goodwill:

The Group assesses whether there are any indicators that goodwill is impaired at each reporting date. Goodwill is tested 
for impairment, annually and when circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating units, to which 
the goodwill relates. Where the recoverable amount of the cash-generating units is less than their carrying amount an 
impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed in future periods. The Group 
performs its annual impairment test of goodwill as at December 31.

Development costs:

The Group assesses whether there are any indicators that development costs are impaired at each reporting date. 
Development costs are tested for impairment, annually and when circumstances indicate that the carrying value may
be impaired.

Development costs are amortised using the straight-line method over its useful economic life of 8 years.
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P. Financial assets:

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss, loans and 
receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate. When financial assets 
are recognised initially, they are measured at fair value, plus, in the case of investments not at fair value through profit 
or loss, directly attributable transaction costs. The Group determines the classification of its financial assets on initial 
recognition.

All regular way purchases and sales of financial assets are recognised on the trade date, which is the date that the Group 
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that require 
delivery of assets within the period generally established by regulation or convention in the marketplace.

Available-for-sale financial assets:

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale or are 
not classified in any of the three preceding categories. After initial measurement, available-for-sale financial assets are 
measured at fair value with unrealised gains or losses recognized directly in equity until the investment is derecognised, 
at which time the cumulative gain or loss recorded in equity is recognized in the income statement, or determined to be 
impaired, at which time the cumulative loss recorded in equity is recognized in the income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. Such financial assets are carried at amortized cost using the effective interest rate method. Gains and 
losses are recognized in the income statement when the loans and receivables are derecognized or impaired, as well as 
through the amortization process.

Fair value:

The fair value of investments that are actively traded in organised financial markets is determined by reference to quoted 
market prices at the close of business on the balance sheet date. For investments where there is no active market, fair 
value is determined using valuation techniques. Such techniques include using recent arm’s length market transactions, 
reference to the current market value of another instrument which is substantially the same, discounted cash flow 
analysis or other valuation models.

Q. Financial liabilities:

All loans and borrowings are initially recognised at fair value less directly attributable transaction costs, and have not 
been designated at fair value through profit or loss.

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the 
effective interest method. 

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the 
amortization  process.

R. Impairment of financial assets:

The Group assesses at each balance sheet date whether there is any objective evidence that a financial asset or a 
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and 
only if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial 
recognition of the asset (an incurred “loss event”) and that loss event has an impact on the estimated future cash flows 
of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include 
indications that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in 
interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation and where 
observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults.

Note 2: Significant Accounting Policies (Cont.)
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If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through the use 
of an allowance account and the amount of the loss is recognized in the income statement. Interest income continues 
to be accrued on the reduced carrying amount based on the original effective interest rate of the asset. Loans together 
with the associated allowance are written off when there is no realistic prospect of future recovery and all collateral has 
been realized or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss 
increases or decreases because of an event occurring after the impairment was recognized, the previously recognized 
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the 
recovery is recognized in the income statement.

The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate. If 
a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate. 

Available-for-sale financial investments:

For available-for-sale financial investments, the Group assesses at each balance sheet date whether there is objective 
evidence that an investment or a group of investments is impaired.

In the case of equity investments classified as available-for-sale, objective evidence would include a significant 
or prolonged decline in the fair value of the investment below its cost. Where there is evidence of impairment, the 
cumulative loss - measured as the difference between the acquisition cost and the current fair value, less any impairment 
loss on that investment previously recognized in the income statement - is removed from equity and recognized in the 
income statement. Impairment losses on equity investments are not reversed through the income statement; increases 
in their fair value after impairment are recognized directly in equity.

In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as 
financial assets carried at amortized cost. Interest continues to be accrued at the original effective interest rate on the 
reduced carrying amount of the asset and is recorded as part of “interest and similar income”. If, in a subsequent year, 
the fair value of a debt instrument increases and the increase can be objectively related to an event occurring after the 
impairment loss was recognized in the income statement, the impairment loss is reversed through the income statement.

S. Derecognition of financial instruments:

Financial assets:

A financial asset is derecognised when:

• the rights to receive cash flows from the asset have expired; or

• the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the 
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) 

the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred nor 
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Financial liabilities:

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or the 
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition 
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognized in the income statement.
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T. Taxes:

Current income tax:

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be 
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that 
are enacted or substantively enacted by the balance sheet date.

Current income tax relating to items recognised directly in equity is recognised in equity and not in profit or loss.

Deferred income tax:

Deferred income tax is provided using the liability method on temporary differences at the balance sheet date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred income tax liabilities are recognised for all taxable temporary differences, except:

• where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
profit nor taxable profit or loss; and 

• in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in 
joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that 
the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits 
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised except:

• where the deferred income tax asset relating to the deductible temporary difference arises from the initial 
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss; and

• in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests 
in joint ventures, deferred income tax assets are recognised only to the extent that it is probable that the temporary 
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary 
differences can be utilised.

U. Revenue recognition:

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue 
can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts, 
rebates, and other sales taxes or duty. The following specific recognition criteria must also be met before revenue
is recognised:

Sale of goods:

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have 
passed to the buyer, usually on delivery of the goods. 

Interest income:

Interest income is recognised on an accrual basis using the effective interest method.

V. Borrowing costs:

Borrowing costs are recognised as an expense when incurred.

W. Earnings per share:

Basic earnings per share amounts are calculated by dividing net profit by the weighted average number of Ordinary 

Note 2: Significant Accounting Policies (Cont.)
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shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit by the weighted average number of Ordinary 
shares outstanding during the year plus the weighted average number of Ordinary shares that would be issued on the 
conversion of all the dilutive potential Ordinary shares into Ordinary shares. 

X. Government grants: 

Government grants are recognized where there is reasonable assurance that the grant will be received and the Company 
will comply with the attached conditions. Where the Government investment grants relate to assets such as fixed assets, 
they are presented as a deduction from the carrying amount of the asset.

Government grants from the Office of the Chief Scientist in Israel for funding research and development activities that 
include a liability to pay royalties to the State depending on future sales from development are recognized upon receipt 
as a liability if an outflow of economic benefits from the research activity has become probable and leads to sales 
entitling the State to royalties. Amounts paid as royalties are recognized as settlement of liability. When no such economic 
benefits are probable, the receipts from the grant are deducted from research and development costs in the statement 
of income. In such event, the royalty liability is accounted for as a contingent liability pursuant to IAS 37 until the date on 
which the liability is recognized once all the above conditions are met.

At each balance sheet date, the Company evaluates whether there is reasonable assurance that the liability, in whole or 
in part, will not be settled (since the Company will not be required to pay royalties) based on the best estimate of future 
sales, if any, and if so, the appropriate liability is derecognized and a gain is recognized in the statement of income. If in 
a later period, the estimated future sales indicate that there is no such reasonable assurance, the appropriate liability 
reflecting the anticipated royalty payments is recognized concurrently with research and development cost in the 
statement of income.

Y. Employee benefits:

The Group has several employee benefit plans:

Short-term employee benefits:

Short-term employee benefits include salaries, paid annual leave, paid sick leave, recreation and social security 
contributions and are recognized as expenses as the services are rendered. A liability in respect of a cash bonus or 
a profit-sharing plan is recognized when the Group has a legal or constructive obligation to make such payment as 
a result of past service rendered by an employee and a reliable estimate of the amount can be made. 

Benefits after the completion of employment:

The plans are normally financed by contributions in insurance companies and classified as defined contribution plans or 
as defined benefit plans.

The Group has defined contribution plans pursuant to Section 14 to the Severance Pay Law under which the Group 
pays fixed contributions and will have no legal or constructive obligation to pay further contributions if the fund does 
not hold sufficient amounts to pay all employee benefits relating to employee service in the current and prior periods. 
Contributions in the defined contribution plan in respect of severance pay or compensation are recognized as an expense 
when contributed simultaneously with receiving the employee’s services and no additional provision is required in the 
financial statements.

The Group also operates a defined benefit plan in respect of severance pay pursuant to the Severance Pay Law. 
According to the Law, employees are entitled to severance pay upon dismissal or retirement. The liability for termination 
of employee-employer relation is presented by the projected unit credit method. The actuarial assumptions comprise 
future salary increases and rates of employee turnover based on the estimated timing of payment. The amounts are 
presented based on discounted expected future cash flows using a discount rate on Government bonds with maturity 
that matches the estimated term of the benefit payments. 
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The Company makes current deposits in respect of its liabilities to pay compensation to certain of its employees in 
pension funds and insurance companies (“the plan assets”).

Actuarial gains and losses are recognized according to the “corridor” method. The Group only recognizes the net 
cumulative unrecognized actuarial gains and losses at the end of the previous reporting period that exceeded 10% of the 
higher of:

• the present value of the defined employee benefit obligation at the beginning of the period; or

• the present value of the plan assets at the beginning of the period.

The amount recognized in the statement of income for the period is said amount for each individual plan divided by the 
expected average remaining working lives of the employees.

The liability for employee benefits presented in the balance sheet presents the present value of the defined benefit 
obligation minus the fair value of the plan assets.

Other long-term employee benefits:

The Group’s employees are entitled to benefits in respect of accrued vacation and sick leave as well as jubilee grants. 
These benefits are accounted for as other long-term benefits since the Company estimates that these benefits will be 
used within one year of the balance sheet date 

The Group’s net obligation in respect of long-term employee benefits that do not relate to benefit plans after the 
completion of employment is in respect of the future benefit amount due to employees for services rendered in current 
and prior periods. This amount of benefits is discounted to its present value and the fair value of the assets relating to this 
obligation is deducted from said amount. The discount rate is determined by reference to the yields on the reporting date 
on Government bonds whose currency and maturity dates is consistent with the terms of the Group’s obligation. The 
calculation is done using the projected unit credit method. Actuarial gains and losses are recognized in the statement of 
income in the period in which they occur.

Termination and voluntary retirement benefits:

Employee termination benefits are carried as an expense when the Group has committed, without realistic possibility 
of withdrawal, to terminate employees before the normal retirement date according to a detailed formal plan. Benefits 
to employees in respect of voluntary retirement are carried when the Group has offered the employees a plan that 
encourages voluntary redundancy, it is expected that the offer will be accepted and the number of respondents can be 
reliably measured.

z. Leases:

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at 
inception date of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets or the 
arrangement conveys a right to use the asset.

Group as a lessee

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased 
item, are capitalised at the commencement of the lease at the fair value of the leased property or, if lower, at the present 
value of the minimum lease payments. Lease payments are apportioned between finance charges and reduction of 
the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are 
recognised in the income statement.

Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Group 
will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated useful life of 
the asset and the lease term.

Operating lease payments are recognised as an expense in the income statement on a straight line basis over 

Note 2: Significant Accounting Policies (Cont.)
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AA. Share-based payment transactions:

Employees (including senior executives) of the Group receive remuneration in the form of share-based payment 
transactions, whereby employees render services as consideration for equity instruments (equity settled transactions). 

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date on which 
they are granted. The fair value is determined by  using an appropriate pricing model, further details of which are given in 
Note 20.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in 
which the service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to 
the award (the vesting date). The cumulative expense recognised for equity-settled transactions at each reporting date 
until the vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate of the 
number of equity instruments that will ultimately vest. The income statement charge or credit for a period represents the 
movement in cumulative expense recognised as at the beginning and end of that period. No expense is recognised for 
awards that do not ultimately vest.

Where the terms of an equity-settled award are modified, the minimum expense recognised is the expense if the 
terms had not been modified. An additional expense is recognised for any modification, which increases the total fair 
value of the share based payment arrangement, or is otherwise beneficial to the employee as measured at the date
of modification. 

BB. Standards issued but not yet effective:

IAS 1 (Revised), “Presentation of Financial Statements”:

The revised IAS 1, “Presentation of Financial Statements” was issued in September 2007 and becomes effective for 
financial years beginning on or after January 1, 2009. The Standard separates owner and non-owner changes in equity. 
The statement of changes in equity will include only details of transactions with owners, with all non-owner changes 
in equity presented as a single line. In addition, the Standard introduces the statement of comprehensive income: it 
presents all items of income and expense recognised in profit or loss, together will all other items of recognised income 
and expense, either in one single statement, or in two liked statements.

The effect of the adoption of IAS 1 (Revised) will require the Company to present the above disclosure in the financial 
statements.

IFRS 8, “Operating Segments”:

This Standard requires disclosure of information about the Group’s operating segments and replaced the requirement to 
determine primary (business) and secondary (geographical) reporting segments of the Group. 

IFRS 8 is effective for annual financial statements for periods commencing on January 1, 2009 with early adoption permitted.

The Company concluded that the operating segments determined in accordance with IFRS 8 are the same as the 
business segments previously identified under IAS 14.

IFRS 3 (Revised), “Business Combinations” and IAS 27 (Revised), “Consolidated and Separate Financial Statements”:

The revised Standards were issued in January 2008 and become effective for financial years beginning on or after July 1, 
2009. IFRS 3 (Revised) introduces a number of changes in the accounting for business combinations that will impact the 
amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results. 
IAS 27 (Revised) requires that a change in the ownership interest of a subsidiary is accounted for as an equity transaction. 
Therefore, such a change will have no impact on goodwill, nor will it give rise to a gain or loss.

Furthermore, the amended Standard changes the accounting for losses incurred by the subsidiary as well as the loss of 
control of a subsidiary. The changes introduced by IFRS 3 (Revised) and IAS 27 (Revised) must be applied prospectively 
and will affect future acquisitions and transactions with minority interests.
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IFRS 8, “Operating Segments”:

This Standard requires disclosure of information about the Group’s operating segments and replaced the requirement to 
determine primary (business) and secondary (geographical) reporting segments of the Group. 

IFRS 8 is effective for annual financial statements for periods commencing on January 1, 2009 with early adoption 
permitted.
The Company concluded that the operating segments determined in accordance with IFRS 8 are the same as the 
business segments previously identified under IAS 14.

IFRS 3 (Revised), “Business Combinations” and IAS 27 (Revised), “Consolidated and Separate Financial Statements”:

The revised Standards were issued in January 2008 and become effective for financial years beginning on or after July 1, 
2009. IFRS 3 (Revised) introduces a number of changes in the accounting for business combinations that will impact the 
amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results. 
IAS 27 (Revised) requires that a change in the ownership interest of a subsidiary is accounted for as an equity transaction. 
Therefore, such a change will have no impact on goodwill, nor will it give rise to a gain or loss.

Furthermore, the amended Standard changes the accounting for losses incurred by the subsidiary as well as the loss of 
control of a subsidiary. The changes introduced by IFRS 3 (Revised) and IAS 27 (Revised) must be applied prospectively 
and will affect future acquisitions and transactions with minority interests.

IAS 19, “Employee Benefits”: 

Revised the definition of ‘past service costs’, ‘return on plan assets’ and ‘short term’ and other long-term’ employee 
benefits. Amendments to plans that result in a reduction in benefits related to future services are accounted for as 
curtailment. Deleted the reference to the recognition of contingent liabilities to ensure consistency with IAS 37.

The Company believes that the effect of the amendment on its financial position, operating results and cash flows is not 
expected to be material.

IAS 20, “Accounting for Government Grants and Disclosures of Government Assistance”: 

Loans granted in the future with no or low interest rates will not be exempt from the requirement to impute interest. 
The difference between the amount received and the discounted amount is accounted for as government grant. Also, 
revised various terms used to be consistent with other IFRS.

The Company believes that the effect of the amendment on its financial position, operating results and cash flows is not 
expected to be material. 

Note 3: Cash and Cash Equivalents 

Short-term deposits are used for varying periods of between one day and three months, depending on the immediate cash 
requirements of the Company, and earn interest at the respective short-term deposit rates. The deposits bear interest at a 
rate of 0.25% - 3.802%.

Year ended December 31

2008 2007

U.S. dollars in thousands, except share and per share data

Cash in bank and at hand 5,461 2,311

Short-term deposit 9,008 11,056

14,469 13,367

Note 2: Significant Accounting Policies (Cont.)
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Year ended December 31

2008 2007

U.S. dollars in thousands, except share and per share data

A. Short-term deposit 1,000 -

B. Long-term deposits:

Year ended December 31

2008 2007

U.S. dollars in thousands, except share and per share data

Trade receivables 18,009 20,167

Checks receivable 660 580

18,669 20,747

Provision for doubtful accounts (510) (361)

18,159 20,386

Note 4: Short and Long-Term Deposits 

The deposit bears interest at an annual rate of 1.59%.

The Company had invested $3,200  in four  Auction Rated Securities originally rated as AAA. These securities were fixed income 
debentures. During 2007, due to market conditions, the Company could not liquidate the securities and therefore reduced 
a provision for an impairment in the value of the securities in the amount of $1,240 . The provision was recorded in financial 
expenses. The reduced value of the investments in the amount of $1,960 was recorded as long-term deposits due to lack
 of liquidity.

During October and November 2008 following long negotiations, the Company received its original investment of $3,200 
and accordingly, reversed the provision of $1,240 to a financial income.

Note 5: Available-For-Sale Financial Assets
As of December 31, 2007, available-for-sale financial assets are bonds publicly traded in Israel. During August and 
September 2008, the Company sold all these bonds.

Note 6: Trade Receivables
A. Composition

AN
N

UAL REPO
RT  .  2008

47



December 31

2008 2007

Government authorities 970 791

Prepaid expenses 473 584

Income receivable - 9

Employees (1) 154 83

Advances to suppliers 97 102

Other 268 232

1,962 1,801

Past due but not impaired

Total

Neither
past due

nor
impaired < 30 days 30 – 60 days > 60 days

2008 18,159 11,651 2,799 721 2,988

2007 20,386 12,350 2,201 1,443 4,392

As of January 1, 2007 346

Charge for the year 71

Unused amounts reversed (64)

Exchange rate adjustment 8

As of December 31, 2007 361

Charge for the year 235

Unused amounts reversed (85)

Exchange rate adjustment (1)

As of December 31, 2008 510

Note 6: Trade Receivables (Cont.)

B. Trade receivables are non-interest bearing and are generally on 60-90 days’ terms.

As of December 31, 2008, the ageing of trade receivables is mainly current debts within the credit terms and the 
significant majority of trade receivables behind payment schedule are good debt, which was examined by the 
Company’s management.

C. As of December 31, 2008, trade receivables at nominal value of $510 (2007 - $361) were impaired and fully provided 
for. Movements in the provision for doubtful debts were as follows:

Note 7: Other Accounts Receivable

(1) Loans to employees are linked to the CPI and bear an annual interest rate of 4%.
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December 31

2008 2007

Raw materials 7,170 6,052

Work in progress 3,914 2,329

Finished goods 4,651 2,870

15,735 11,251

Machinery 
and 

equipment

Computers 
and peripheral 

equipment

Office 
furniture 

and 
equipment

Motor 
vehicles

Leasehold 
improvements Total

U.S. dollars in thousands, except share and per share data

Cost:
Balance as of January 1, 2007 12,034 4,728 2,264 310 1,609 20,945

Additions during the year 787 203 86 4 34 1,114

Disposals during the year (18) (16) - (43) - (77)

Balance as of December 31, 2007 12,803 4,915 2,350 271 1,643 21,982

Additions during the year 2,649 536 56 - 78 3,319

Disposals during the year (46) (15) (25) (135) - (221)

Balance as of December 31, 2008 15,406 5,436 2,381 136 1,721 25,080

Accumulated depreciation:

Balance as of  January 1, 2007 7,956 4,013 1,695 209 1,163 15,036

Charge for the year 743 365 111 38 127 1,384

Disposals during the year (6) (13) - (32) - (51)

Balance as of  December 31, 2007 8,693 4,365 1,806 215 1,290 16,369

Charge for the year 850 374 100 16 77 1,417

Disposals during the year (46) (9) (24) (95) - (174)

Balance as of  December 31, 2008 9,497 4,730 1,882 136 1,367 17,612

Depreciated cost as of
December 31, 2008 5,909 706 499 - 354 7,468

Depreciated cost as of 
December 31, 2007 4,110 550 544 56 353 5,613

Note 8: Inventories

The amount of provision for write-down of inventories recognised as an expense is $489 (2007 - $185) which is recognised 
in cost of sales.

Note 9: Property, Plant and Equipment
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Know-how

Product
registration

costs Goodwill (1)
Development

costs
ERP

Software Total

U.S. dollars in thousands, except share and per share data

Balance as of January 1, 2007 net 
of accumulated amortization 998 598 176 397 1,784 3,953

Additions - 628 - 154 540 1,322

Amortization charge for the year (215) (148) - (62) (366) (791)

Balance as of  December 31, 2007 
net of accumulated amortization 783 1,078 176 489 1,958 4,484

Additions - 439 - 4 263 706

Amortization charge for the year (214) (229) - (145) (396) (984)

Balance as of December 31, 2008 
net of accumulated amortization 569 1,288 176 348 1,825 4,206

Weighted average interest rate 31.12.08 December 31

% 2008 2007

Current maturities of long-term bank loans in US$ 2.65 4,000 3,000

Short-term bank loan in US$ 1.95 4,500 1,000

Short-term bank loan in NIS - - 520

8,500 4,520

Note 10: Intangible Assets

(1) Goodwill derives from the acquisition by VM of Visonic Sp, a Polish company, in April 2002.

The recoverable amount of the goodwill relating to the Visonic SP acquisition, with a carrying amount of approximately $176 
as of December 31, 2008, has been determined based on the calculation of the value in use, using cash flow projections 
based on financial budgets (principally based on existing contracts) approved by senior management, covering a three-
year period. The pre-tax discount rate applied to cash flow projections is 10%, based on management’s estimate of the risks 
specific to this unit. Management believes that no reasonably possible change in the discount rate would cause the carrying 

value of this unit to materially exceed its recoverable amount.

Note 11: Prepaid Expenses
The balance represents prepaid expenses for rental payments of the manufacturing facility in Kiryat Gat, Israel paid to a 
related party, S.M.D. (a company under the control of the Company’s controlling shareholder).

Note 12: Credit From Banks and Current Maturities of Bank Loans
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December 31

2008 2007

Salary and other employee benefit liability 3,332 2,954

Accrued expenses 2,994 2,693

Related party - 6

Other 7 17

6,333 5,670

Weighted average
interest rate 31.12.08 December 31

% 2008 2007

Denominated in US$ 2.65 4,000 7,000

Less - current maturities 4,000 3,000

- 4,000

December 31

2008 2007

Net liability as of January 1, 15 107

Expense recognised in the statement of income 342 332

Contributions paid (274) (325)

Benefits not paid from plan assets (38) (99)

Net liability as of December 31 45 15

December 31

2008 2007

Open accounts and checks payable 7,594 8,311

Note 13: Trade Payables 

Trade payables are non-interest bearing and are normally settled on 60-90 day terms.

Note 14: Other Current Liabilities

Note 15: Bank Loans

B. As for charges, see Note 18c.
C. As for covenants, see Note 18d.

Note 16: Employee Benefit Liability
A. The amount included in the balance sheet arising from obligations in respect of the defined benefit plan for 
severance pay is comprised as follows:
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December 31

2008 2007

Opening defined benefit obligation 2,931 2,593

Interest cost on benefit obligation 188 146

Current service cost 295 323

Benefit paid (324) (485)

Actuarial (gains) loss on obligations (124) 93

Exchange differences 32 261

Closing defined benefit obligations 2,998 2,931

December 31

2008 2007

Opening defined plan assets 2,331 2,467

Expected return on plan assets 151 134

Contribution by employee 295 325

Benefit paid (284) (416)

Actuarial gains (losses) 274 (398)

Exchange differences 2 219

Fair value of plan assets as of December 31 2,769 2,331

December 31

2008 2007

Defined benefit obligation 2,998 2,931

Fair value of plan assets 2,769 2,331

Unrecongized actuarial losses 195 544

Exchange differences 11 41

Net liability as of December 31 45 15

December 31

2008 2007

Current service cost 279 281

Interest cost 177 152

Real return from insurance policies transfer - 47

Expected return on plan assets (142) (148)

Net actuarial loss recognised in year 28 -

Total expense included in statement of income 342 332

B. Changes in the present value of the defined benefit obligation are as follows:

C. Changes in the fair value of plan assets are as follows:

D. The composition of the net liability is as follows:

E. Amounts recognised in the statement of income in respect of the defined benefit plan are as follows:

Note 16: Employee Benefit Liability (Cont.)
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December 31

2008 2007

Discount rate 5.49% 6.01%

Future salary increases 4.00% 3.00%

Earnings rate on assets for insurance policies 4.09% 5.78%

Earnings rate on assets for older pension funds CPI + 2% CPI + 2%

Earnings rate on assets for new pension funds 5.49% 6.01%

F. The actuarial assumptions used are as follows:

Note 17: Taxes On Income
A. Tax Laws Applicable to the Group Companies:

1. Tax benefits under the Law for the Encouragement of Capital Investments, 1959 (“the Law”):

A. The Company:

The Company has three active expansion programs which have been granted “Approved Enterprise” status, under 
the Law. For these expansion programs, the Company has elected alternative benefits, waiving grants in return for tax 
exemptions. Pursuant thereto, the income of the Company derived from the following “Approved Enterprise” expansion 
programs is tax-exempt for the period of 10 years. 

The Company received special approval regarding the three expansion programs described henceforth. The special 
approval determines a specific ratio in respect of allocating the income deriving from the Approved Enterprise between 
income deriving from the plant in the centre of Israel (Development Region C) and income deriving from the plant in 
Kiryat Gat (Development Region A). The Company’s management estimates that most of the income deriving from 
those programs will be attributed to the plant in Development Region A.

The first and the second programs commenced in 2002 and will expire on December 31, 2011.

The third program commenced in 2005 and will expire on December 31, 2014.

B. Visonic Technologies:

Visonic Technologies’ production facilities in Development Region C have been granted the status of an Approved 
Enterprise under the above Law. Pursuant to the provisions of the Law, Visonic Technologies’ undistributed income will 
be tax-exempt for a period of two years commencing with the year it first realises taxable income. In the remaining five 
years of benefits, Visonic Technologies will be subject to corporate tax at a reduced rate of 25%.

The period of tax benefits, described above, is subject to limits of the earlier of 12 years from the commencement of 
production, or 14  years from the approval date, whichever is earlier.

Conditions for the entitlement of the benefits:

The entitlement to the above benefits is conditional upon the fulfillment of the conditions stipulated by the above law, 
regulations published thereunder and the letter of approval for the investments in the Approved Enterprises. In the event 
of failure to comply with these conditions, the benefits may be cancelled and the Company and Visonic Technologies 
may be required to refund the amount of the benefits, in whole or in part, including interest. 

The management of the Company and Visonic Technologies believes that the Company have complied with all the 
conditions described above.
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Note 17: Taxes On Income (Cont.)

Any income derived from sources other than Approved Enterprise is subject to the regular corporate tax rate. 
See (5) below.

Dividend distributions:

In the event of distributions of dividends out of such tax exempt profits deriving from an Approved Enterprise, the 
distributing company shall be liable to pay tax at the rate of 25% on the distributed earnings. 

Dividend distributions derived from an Approved Enterprise are subject to 15% withholding tax.

Any income derived from sources other than Approved Enterprise is subject to the regular corporate tax rate. 
See (5) below.

Additional tax benefits:

In December 2006, the Company was granted “Approved Enterprise which is characterised by high technological 
turnover” status, under the Law. According to the approval, the Company may depreciate every year 10% of the 
turnover base that is used for allocation among the plans, subject to meeting the procedure conditions for turnover 
erosion. The benefits from this status will apply for the second and third expansion programs described above.

The management of the Company believes that the Company has complied with all the conditions described above.

2. Tax benefits under the Law for the Encouragement of Industry (Taxes), 1969:

The Company and certain investees are “industrial companies”, as defined by this law and, as such, are entitled to certain 
tax benefits, mainly accelerated depreciation of machinery and equipment, as prescribed by regulations published under 
the Income Tax Inflationary Adjustments Law, 1985, and the right to claim public issuance expenses and amortization of 
patents and other intangible property rights as a deduction for tax purposes.

3. Income Tax (Inflationary Adjustments) Law, 1985:

The provisions of the Income Tax (Inflationary Adjustments) Law, 1985 apply to the Company and certain of its Israeli 
investees. According to the law, the results for tax purposes are measured based on changes in the Israeli CPI.

In February 2008, the “Knesset” (Israeli parliament) passed an amendment to the Income Tax (Inflationary Adjustments) 
Law, 1985, which limits the scope of the law starting 2008 and thereafter. Starting 2008, the results for tax purposes will 
be measured in nominal values, excluding certain adjustments for changes in the Consumer Price Index carried out in the 
period up to December 31, 2007. The amended law includes, inter alia, the elimination of the inflationary additions and 
deductions and the additional deduction for depreciation starting 2008.

4. Subsidiaries which were incorporated outside Israel are taxed according to their countries of residence.
The principal tax rates applicable to the subsidiaries whose place of incorporation is outside Israel are: 

U.S. - 39% Federal tax + 7.5% State tax
United Kingdom - 30%
Australia - 30%
Spain - 30%
Poland - 19%
Germany - 15%
Bulgaria - 10%
Hong Kong - 17.5% 

5. In June 2004, an amendment to the Income Tax Ordinance (No. 140 and Temporary Provision), 2004 was passed 
by the “Knesset” (Israeli parliament) and on July 25, 2005, another law was passed, the amendment to the Income 
Tax Ordinance (No. 147) 2005, according to which the corporate tax rate is to be progressively reduced to the 
following tax rates: 2005 - 34%, 2006 - 31%, 2007 - 29%, 2008 - 27%, 2009 - 26%, 2010 and thereafter - 25%.
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Property 
and 

equipment Inventories
Employee 

benefits

Tax loss
carry-

forward

Provision 
for 

doubtful 
accounts Total

U.S. dollars in thousands, except share and per share data

Balance at 1  January 2007 (3) 690 167 528 27 1,409

Amounts charged to statement 
of income 68 (97) (6) 210 (19) 156

Balance at 1  January 2007 65 593 161 738 8 1,565

Amounts charged to statement 
of income (118) 128 (64) (534) 13 (575)

Balance at December 31, 2008 (53) 721 97 204 21 990

Year ended December 31

2008 2007

Profit before taxes on income, as reported 4,609 225

Provision at statutory rate - 2008 – 27%, 2007 - 29% 1,244 65

Effect of benefits to approved enterprises (1,033) (52)

Non-deductible expenses 45 157

Increase in losses for which deferred taxes were not provided 456 253

Difference in tax rate of subsidiaries 113 -

Difference between measurement basis, net (US$ - CPI) *) (95) (387)

Other 168 (170)

898 (134)

Effective tax rate 19% -

B. Deferred taxes: 

The deferred tax assets recognised in the balance sheet are based on the following temporary differences. The deferred 
taxes were determined using tax rates in Israel and abroad ranging between 8% to 32%. 

Significant components of the Group’s deferred tax assets liabilities are as follows:

C. Theoretical tax:

A reconciliation between the tax expense, assuming that all the income and expenses, gains and losses in the 
statement of income were taxed at the statutory tax rate and the taxes on income recorded in the statement of 
income is as follows:

*) The amount represents the difference resulting from the basis of measurement for income tax purposes in Israel 
calculated based on the New Israeli shekel linked to the Israeli Consumer Price Index) and the measurement currency of 
the Company (the U.S. dollars) for changes in the CPI, see (a)(3) above.
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Year ended December 31

2008 2007

Current taxes 323 22

Deferred taxes 575 (156)

898 (134)

Up to and including tax year

The Company 2003

Visonic Technologies 2003

Visonetix 2003

Visonic GmbH 2003

Visonic Pty 2006

Visonic Iberica 2003

Visonic Deson 2007

Visonic Limited 2007

Note 17: Taxes On Income (Cont.)

D. Taxes on income (tax benefits) consist of the following: 

E. Loss carryforward:

Certain subsidiaries have tax loss carryforward in the amount of $17,494 (2007 - $15,546) in respect of which deferred 
taxes in the amount of $205 were provided (2007 - $528). Due to uncertainty, deferred taxes in the amounts of $4,569 
(2007 - $3,633) were not provided.

F. Tax assessments: 

The Company and the subsidiaries have received final assessments or assessments considered as final as detailed below:

The other subsidiaries have not yet been assessed since their foundation.

Note 18: Commitments and Contingent Liabilities
A. Royalties: 

The Company and a subsidiary received from the Government of Israel grants for participation in research and 
development and, in return, it is committed to pay royalties at the rate of 2% - 3.5% on sales proceeds of the financed 
research and development in an amount not to exceed 100% of the total amount of the grants received (plus interest). 
As of December 31, 2008, total grants received amounted to approximately $6,394 (2007 - $5,559) and total royalties 
paid and accrued amounted to approximately $1,718 (2007 - $1,481). As of December 31, 2008, total commitments 
amounted to $4,676 (2007 - $4,078).
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2009 583

2010 454

2011 454

2012 474

2013 - 2015 992

2,957

2009 676

2010 524

2011 340

2012 47

1,587

B. Lease agreements: 

The Company and certain of its subsidiaries lease facilities under various operating lease agreements, which expire on 
various dates, the earliest of which is in 2009 and the latest of which is in 2015.

1. Lease agreements with related parties: 

As of December 31, 2008 the minimum rental payments under non-cancellable operating leases are as follows:

Total rental expense for the years ended December 31, 2008 and 2007 were approximately $831 and $840, respectively.

2. Other lease agreements:

As of December 31, 2008 the minimum rental payments under non-cancellable operating leases are as follows:

Total rental expenses for the years ended December 31, 2008 and 2007 were approximately $699 and $574, respectively.

C. Charges: 

1. In February 2007, the Company provided a “negative pledge” to Bank Leumi Le-Israel B.M. as collateral for bank
loans to Visonic Technologies amounting to $4,500 as of December 31, 2008.

2. In February 2007, the Company also provided a “negative pledge” to Bank Hapoalim B.M., as collateral for a bank
loan extended to the Company amounting to $4,000 as of December 31, 2008.

D. Covenants:

The Company is required to meet financial covenants as follows:

1. The Tangible Equity (as defined in the agreement) of the Company shall not, at any time, be less than 40% of its
total assets in the consolidated financial statements. 

In addition, the said tangible equity of the Company shall not, at any time, be less than NIS 65,000,000 ($17,096) linked 
to the Israeli CPI.

2. At all times, the EBITDA (as defined in the agreement) of the Company shall be not less than one-fourth of the
total amount of the Company’s loans, which the Company has undertaken with the addition of all of the Company’s 
financing costs. 
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Year ended December 31, 2007 Year ended December 31, 2008

Number of shares

Authorised Issued and outstanding Authorised Issued and outstanding

Ordinary shares 
of NIS 0.002 par value each 500,000,000 41,584,906 500,000,000 41,584,906

$

Number of shares Issued Capital 

As of January 1, 2007 41,541,939 21

Changes during 2007 42,967 *)   -

As of January 1, 2008 41,584,906 21

Changes during 2008 -    -

As of December 31, 2008 41,584,906 21

Note 18: Commitments and Contingent Liabilities (Cont.)

3. Yaacov Kotlicki’s beneficial holdings in the Company shall not at any time decrease to less than 51% of the issued 
and outstanding share capital of the Company. 

4. The Company’s shareholders shall not sell the control of the Company in its subsidiaries without the prior written 
consent of the bank.

As of December 31, 2008 and December 31, 2007, the Company is complying with the abovementioned terms.

E. Claims:

The Group has several claims from former employees and a client filed against the Company or one of its subsidiaries 
in the amount of $775. 
The Group’s legal counsel estimates the risk exposure of the Group in respect of the litigations is immaterial.
A provision amounting to $48 has been recorded in the financial statements.

Note 19: Commitments and Contingent Liabilities
A. On April 15, 2004, the Company completed an IPO on the London Stock Exchange. The Company issued 10,864,885

Ordinary shares representing approximately 27% of the issued and outstanding Ordinary shares. In addition, in April 
2006, the Company’s shares were registered for trade on the Tel-Aviv Stock Exchange.

B. Share capital composition:

C. Rights of shares:

Voting rights at the general meeting, right to dividends, rights upon liquidation of the Company and right to nominate 
the directors in the Company.

D. Changes in issued and fully paid Ordinary shares:

*) Represents an amount lower than $1.
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Options outstanding

$

Number of options Weighted average exercise priceper share

Balance as of January 1, 2007 1,780,500 1.33

Options granted 799,000 1.53

Options forfeited (87,095) 1.54

Options exercised (42,967) 0.68

Balance as of December 31, 2007 2,449,438 1.43

Options granted 542,000 0.98

Options forfeited (170,938) 1.38

Balance as of December 31, 2008 2,820,500

Options exercisable as of December 31, 2008 1,776,000

Options exercisable as of December 31, 2007 1,401,322

E. Net unrealised gains reserve:

This reserve records fair value changes on available-for-sale investments. The net gain recognised in equity as of 
December 31, 2007 was $13. During 2008, the available-for-sale investment was sold, therefore the net gain of $13 
was classified to profit and loss.

F. During 2007, the Company declared a dividend of £0.01 per share (approximately £415 thousand), the dividend was
paid in June 2007.

Note 20: Share-Based Payments
A. Stock option plans:

The Company adopted a Stock Option Plan in 2001 according to which, the Company may issue up to 1,843,500 
stock options exercisable into Ordinary shares. 

In December 2003, the Company adopted a new stock option plan to the employees of the Company and to services 
providers; as a result, most of the non-vested options from the former plan were cancelled and were re-granted 
under the new plan, under the same terms as the former plan. The Company may issue up to 3,000,000 stock 
options exercisable into Ordinary shares according to both plans.

Each of the options granted under those plans expires on  the options vested equally over four consecutive years, 
with the first vesting period scheduled 12 months after the date of grant. The exercise price of the options granted 
under the plans is the price per share at the date of grant.

The total pool option balance of the stock option plan as of December 31, 2008 is 2,209,027 options. 

B. A summary of the Company’s stock options activities in 2008 and 2007 is as follows:
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2008 2007

Expected volatility (%) 29.10 37.00

Risk-free interest rate (%) 4.08 5.55

Expected average life of option (years) 3.00 4.30

Weighed average share price (£) 0.49 0.79

Model used Binominal Binominal

Year ended December 31

2008 2007

Salary and related benefits 4,981 4,401

Purchase of materials 240 265

Subcontractors 811 1,274

Traveling and accommodation 96 124

Maintenance of vehicles 664 614

Other expenses 929 676

Research and development costs 7,721 7,354

Less - participation of the Chief Scientist,net 594 559

Research and development costs, net 7,127 6,795

Year ended December 31

2008 2007

Materials consumed 32,646 26,054

Decrease (increase) in inventory of work in progress (1,585) 581

Decrease (increase) in inventory of finished goods (1,781) 762

Salary and related benefits 12,915 9,664

Subcontractors 1,884 875

Depreciation 1,603 1,501

Other manufacturing costs 5,294 4,285

50,336 43,722

Note 20: Share-Based Payments (Cont.)

C. As of December 31, 2008, the options are exercisable at exercise prices ranging between $0.68 and $1.85 per share.

D. Share-based payments:
The cost of equity-settled transactions is measured by reference to the fair value at the date at which they were 
granted.

E. During 2008, the Company granted 542,000 (2007 - $ 799,000) options to employees. The fair value of the options 
ranted by the Company is $77 (2007 - $ 295). The following table lists the inputs to the option valuation models 
used for the years ended December 31, 2008 and 2007:

Note 21: Supplementary Information to the Statements of Income
A. Cost of sales: 

B. Research and development costs: 
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Year ended December 31

2008 2007

Salary and related benefits 8,022 7,608

Lease of offices and maintenance 651 673

Advertising and marketing expenses 2,949 4,223

Depreciation 283 257

Professional fees 820 705

Traveling and accommodation 1,044 1,132

Delivery, export and insurance 1,776 1,444

Other 1,791 1,378

17,336 17,420

Year ended December 31

2008 2007

Salary and related benefits 2,508 2,016

Maintenance of offices 373 355

Professional fees 1,178 1,054

Depreciation and amortization 231 228

Bad debts 159 7

Other 776 711

5,225 4,371

Year ended December 31

2008 2007

Gain from sale of property and equipment 31 (2)

Loss from write-off of investment   *) - (1,190)

Other (25) 10

6 (1,182)

Year ended December 31

2008 2007

Interest on overdrafts and other finance costs 349 505

Exchange rate differences, net 1,703 -

Impairment loss on non-quoted investments (Note 4b) - 1,240

2,052 1,745

C. Selling and marketing expenses: 

D. General and administrative expenses:

E. Other income (expenses), net:

*) During 2007, the Company wrote off her entire investment in TMT Telemedicine - Web Medical Center LLC which failed 
to achieve its objectives and, consequently, ceased operations.

F. Financial expenses:
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Year ended December 31

2008 2007

Reversed impairment loss on non-quoted investments (Note 4b) 1,240 -

Exchange rate differences, net - 863

Interest income from available-for-sale investments and deposits 661 436

Total financial income 1,901 1,299

Year ended December 31

2008 2007

Net profit attributable to Ordinary equity holders
of the Company for basic and diluted earnings per share 3,711 359

Weighted average number of Ordinary shares
for basic earnings per share 41,584,906 41,552,262

Effect of dilution:
Share options *)   - *)   -

Adjusted weighted average number of Ordinary shares
for diluted earnings per share 41,584,906 41,552,262

Note 21: Supplementary Information to the Statements of Income (Cont.)

G. Financial income:

Note 22: Earnings Per Share
The following reflects the income and share data used in the basic and diluted earnings per share computations:

*) In the diluted earnings per share calculation, there was no adjustment for 2,820,500 (2007 - 2,499,438) options since  
      their effect is anti-dilutive.

Note 23: Financial Instruments
A. Fair value of financial instruments:

The following methods and assumptions are used by the Company and its investees in estimating the fair value of their 
financial instruments:

The carrying amounts of cash and cash equivalents, short-term deposit, trade receivables, other accounts receivable, 
credit from banks, trade payables and other current liabilities, approximate their fair value due to the short-term maturity 
of such instruments.

B. The Company’s principal financial liabilities, comprise bank loans, payables and other current liabilities. The main
purpose of these financial liabilities is to raise finance for the Company’s operations. The Company has various 
financial assets such as trade receivables and cash and short-term deposits, which arise directly from its operations.

The main risks arising from the Company’s financial instruments are interest rate risk, credit risk, foreign currency 
risk and liquidity risk.

1. Interest rate risk:

The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company’s short-term 
loan obligations with floating interest rates.
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$

Increase (decrease) in basis points Effect on profit before tax

2008:
Loans in U.S. dollars 1%/(1%) 85/(85)

2007:
Loans in U.S. dollars 1%/(1%) 80/(80)

Loan in NIS 1%/(1%) 5/(5)

Interest rate risk table:

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other 
variables held constant, of the Group’s profit before tax (through the impact on floating rate borrowings).

2. Concentration of credit risk:
Financial instruments that potentially subject the Company and its subsidiaries to concentration of credit risk consist 
principally of cash and cash equivalents, short-term deposit, and trade receivables.

Most of the cash and cash equivalents and short-term deposit are invested in major banks in Israel and the United States. 
Such deposits in the United States and Israel 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 financially sound and, 
accordingly, minimal credit risk exists with respect to these investments. 

The Group’s trade receivables are mainly derived from sales to customers in Europe, North America, Israel and the Far 

East. The Company performs ongoing credit evaluations of its customers and to date has not experienced any material 
losses. An allowance for doubtful accounts is determined with respect to those amounts that the Company has 
determined to be doubtful of collection.

3. Foreign currency risk:

The Company sells its products in several countries and, as a result, is exposed to movements in foreign currency 
exchange rates.  

The primary purpose of the Company’s foreign currency hedging activities is to protect against the volatility associated 
with foreign currency created in the normal course of business. The Company primarily utilizes forward exchange 
contracts with maturities of less than 12 months and foreign currency options to hedge foreign-currency-denominated 
firm financial commitments. Any gains or losses arising from changes in the fair value of the hedged item and the 
hedging instruments are carried directly to the net profit and loss for the period.

The Company uses foreign currency denominated borrowings and forward currency contracts to manage some of its 
transaction exposures. These currency forward contracts are not designated as cash flow, fair value or net investment 
hedges and are entered into for periods consistent with currency transaction exposures, generally one to 6 months.

4. Liquidity risk:

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Company’s 
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its 
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage 
to the Company’s reputation.

The table below summarises the maturity profile of the Company’s financial liabilities based on contractual 
undiscounted payments.
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Year ended December 31, 2008

less than 3 months 3 to 12 months Total

Bank loans 4,508 4,116 8,624

Trade payable 7,594 - 7,594

Other current financial liabilities 3,332 3,001 6,333

15,434 7,117 22,551

Year ended December 31, 2007

less than 3 months 3 to 12 months 1 Year Total

Interest bearing loans and borrowings 1,677 3,237 4,253 9,167

Trade payable 8,311 - - 8,311

Other current financial liabilities 2,954 2,716 - 5,670

12,942 5,953 4,253 23,148

As of December 31, 2008

Note
Jointly 

controlled entity
Key management

personnel of the Company

Controlling Shareholder
and a company under

his control

Trade receivables 6 122 - -

Other account receivables 7 - - 115

Long-term prepaid expenses 11 - - 510

Other current liabilities 14 - 526 -

As of December 31, 2007:

Note
Jointly 

controlled entity
Key management

personnel of the Company

Controlling Shareholder
and a company under

his control

Trade receivables 6 175 - -

Other account receivables 7 - - 114

Long-term prepaid expenses 11 - - 618

Other current liabilities 14 - 445 -

Note 23: Financial Instruments (Cont.)

C. Capital management:

The primary objective of the Company’s capital management is to ensure that it maintains a strong capital base and 
healthy capital ratios in order to support its business and maximise shareholder value.

The Company also manages its capital structure in order to comply with the financial covenants as stated in Note 18d(1).

Note 24: Balances and Transactions with Related Parties
A. Balances with related party:
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Year ended December 31, 2008

Note
Jointly 

controlled entity
Key management

personnel of the Company

Controlling Shareholder
and a company under

his control

Revenues 25 469 - -

Expenses:

Salary bonus and other benefits 21(D) - 1,013 -

Non-executive directors fee 21(D) - 102 -

Rental fees 18(B)(1) - - 831

Realised gain (1) - - 56

Year ended December 31, 2007

Note
Jointly 

controlled entity
Key management

personnel of the Company

Controlling Shareholder
and a company under

his control

Revenues 25 465 - -

Expenses:

Salary bonus and other benefits 21(D) - 920 -

Non-executive directors fee 21(D) - 86 -

Rental fees 18(B)(1) - - 840

B. Transactions with related parties:

(1) In December 2008, the Company sold a motor vehicle to a related party in consideration of $163. The Company 
recorded $56 as realised gain from this transaction.

Transactions with related parties were executed at fair market value.

C. The Board of Directors of the Company (“the Board”) consists of three executive directors (Chairman of the Board, 
EO and CFO) and three non-executive directors.

1. In May 2000, the Company entered into an agreement with the Chairman of the Board according to which he is 
entitled to a bonus of 2.5% of the annual operating profit of the Group and, in addition, to a bonus of up to 50% 
of his annual salary depending upon the success and profitability of the Group. 

2. In May 2008, the Board approved a new bonus formula, according to which the CEO is entitled to a bonus of up 
to 100% of his annual salary depending upon the success and profitability of the Group. 

3. In May 2008, the Board approved new bonus formula, according to which the CFO is entitled to a bonus of up to 
100% of his annual salary depending upon the success and profitability of the Group. 
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Year ended December 31

2008 2007

Salary to executive directors 584 504

Fee to non-executive directors 102 94

Bonus to executive directors 180 87

Shared-based payment to executive directors 21 50

Other benefits to executive directors 228 279

1,115 1,014

December 31

2008 2007

Balance sheet items:

Current assets 301 363

Non-current assets 10 7

Current liabilities 311 370

438 474

Year ended December 31, 2008

Shareholder Share option Ordinary shares
Issued and 

outstanding capital

Executive director - Chairman of the Board - 25,829,000 62.11

Executive director's wife - 500 *)   -

Akiva Laxer (held in trust for executive director) - 1,588,620 3.82

S.M.D. Advanced Technologies Limited (company 
wholly owned by the Chairman of the Board) - 2,339,176 5.63

Executive director - CEO 572,000 20,000 0.05

Non-executive director - 30,000 0.07

Non-executive director - 6,000 0.01

Executive director - CFO 150,000 8,333 0.02

722,000 29,821,629 71.71

Note 24: Balances and Transactions with Related Parties (Cont.)

D. Key management personnel of the Company:

E. Related parties shareholdings in the Company:

*) Less than 0.01%.

F. The Chairman of the Board and S.M.D. lease properties to the Company. See also a and b above and Note 18(B)(1).

Note 25: Interest in Joint Venture
The Company has a 50% interest in the assets, liabilities, expenses and output of Visonic Deson Limited, which is involved in 
the marketing and support of electronic security and alarm systems.

The Company’s share of the assets, liabilities, revenue and expenses of the joint venture, which are included in the 
consolidated financial statements, were as follows:
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December 31

2008 2007

Statement of operations items:

Revenue 649 616

Cost of revenues (499) (515)

Operating expenses 176 118

Net loss (29) (17)

Year ended December 31, 2008

Security and home 
management

Location
tracking systems Adjustments

Total 
consolidated

Total revenues 76,517 8,415 - 84,932

Segment operating profit 4,383 371 - 4,754

Unallocated financial expenses, net (151)

Other expenses, net (6)

Taxes on income 898

Net profit 3,711

Additional information:

Assets of the segment 64,494 3,751 (2,274) 65,971

Unallocated joint assets 990

Total assets in consolidation 66,961

Liabilities of the segment 13,281 3,096 (2,405) 13,972

Joint unallocated liabilities 8,500

Total liabilities in consolidation 22,472

Capital investments 3,870 155 - 4,025

Depreciation and amortization 2,119 282 - 2,401

Note 26: Segments Reporting
A. General:

1. The Group companies operates in two principal business segments: security and home management and location 
tracking systems.

2. The segment’s assets include all the operating assets which are used by the segment and are composed mainly 
of cash and cash equivalents, checks receivable, trade receivables, equipment and other assets. Most of the assets 
are attributed to a specific segment. The amounts for certain assets that are used together by the two segments 
are attributed to the segments on a reasonable basis. 

3. The segment’s liabilities include all the operating liabilities that derive from the operating activities of the segment 
and are composed mainly of trade payables and other accounts payable. The segment’s assets and liabilities do not 
include taxes on income.

B. he following data is presented in accordance with IAS 14:
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Year ended December 31

2008 2007

Mainland Europe 49,133 41,264

North America 13,927 13,074

U.K. 9,888 8,021

Israel 4,865 4,543

Far East and Pacific 2,725 2,477

Other 4,394 5,009

84,932 74,388

Year ended December 31, 2007

Security and home 
management

Location
tracking systems Adjustments

Total 
consolidated

Total revenues 68,051 6,337 - 74,388

Segment operating profit 2,014 (161) - 1,853

Unallocated financial expenses, net (446)

Other expenses, net (1,182)

Taxes on income (134)

Net profit 359

Additional information:

Assets of the segment 60,618 3,809 (2,236) 62,191

Unallocated joint assets 1,565

Total assets in consolidation 63,756

Liabilities of the segment 13,694 2,698 (2,396) 13,996

Joint unallocated liabilities 8,520

Total liabilities in consolidation 22,516

Capital investments 2,355 81 - 2,436

Depreciation and amortization 1,897 278 - 2,175

Note 26: Segments Reporting (Cont.)

C. Geographical diversification of sales: 

Below are the consolidated sales of the Group according to geographic markets without taking into account the 
location where the product was manufactured:

Note 27: Subsequent Events
The Company declared that the Board will recommend to the annual general meeting the distribution of a dividend of £0.01 
per share (approximately £416 thousand). 

On March 17, 2009, VT UK was dissolved. 

In February 2009, the Company became aware that it was in breach of LR 6.1.19 as the number of shares in public hands 
(as defined within the Listing Rules) had fallen below 25 per cent. The Company is working towards a resolution to
this situation.
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2009 Financial Calendar

The Annual General Meeting will be held at the offices of Hudson Sandler, 29 Cloth Fair, London EC1A 7NN, ENGLAND on 26 
May 2009 at 12:00 PM (UK time)

Shareholder Analysis 
As at 31 December 2008

The shares of the Company are quoted on the London Stock Exchange (vsc.L) within the techMark index. 

The industry sector is Information Technology Hardware and the sub-sector is Telecommunication Equipment. 

The shares are available for trading in the London Stock Exchange through the Crest settlement system, enabling 
immediate secured electronic trading and registration of shareholders assets, as well as on the Tel-Aviv Stock
Exchange (vsc.TA).

Contact Information
Visonic Limited, P.O.B. 13132, Tel-Aviv 69710, Israel
Web-site: www.visonic.com

Annual Results and Accounts for the year ending 31 December 2008 27 March 2009

Annual General Meeting 26 May 2009

Announcement of Interim Results 24 August 2009

Shareholder Information

Size of holdings per shareholder Number of shareholders Total number of shares % of total shares

1-10,000 167 513,525 1.2

10,001 – 50,000 32 817,917 2.0

50,001 – 200,000 16 1,692,595 4.1

200,001 – 500,000 7 2,348,060 5.6

500,001 and up 7 36,212,809 87.1

Total 229 41,584,906 100.0
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TEL-AVIV
11:25 pm

SAN JUAN
5:25 am

LONDON
9:25 am

SYDNEY
8:25 pm

ROME
10:25 am

BANGKOK
4:25 pm

CHICAGO
4:25 am

Advisers
Financial Adviser & Broker
Arbuthnot Securities
20 Ropemaker Stree
London EC2Y 9AR

Company Secretary
Akiva Laxer, Adv. 
Laxer Law Offices
111 Arlozorov Street
Tel Aviv 62098, Israel

Registrar
Computershare Investor Services PLC
PO Box 82
The Pavillion
Bridgwater Roard
Bristol BS99 7NH

Hevra Lerishumim Shel Bank Leumi
4 Lilenblum Street
Tel Aviv, Israel

Auditors
Kost Forer Gabbay & Kasierer 
(a member of Ernst & Young Global)
4 Aminadav Street
Tel Aviv 67067, Israel

Internal Auditors
Fahn Kanne Control Management Ltd. 
23 Petach-Tikva Road
Tel Aviv 66184, Israel
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CHENG DU
5:25 pm

KUALA LUMPUR
5:25 pm

PARIS
10:25 am

OSLO
10:25 am

BERLIN
10:25 am
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Visonic gratefully acknowledges the help of the following people and organisations for making it 
possible to feature real users of Visonic products in our annual report:

Tang Zhi Gang, ChengDu, Sichuan Province, PRC
Zhou Hao and ChengDu Howell Intelligence Technology, ChengDu, Sichuan Province, PRC 
Victoria Prince and Silent Cooperative Apartments, Chicago, IL, USA
Ira Berkowitz, Tom Reddy and Critical Signal Technologies (CST), Farmington Hills, MI, USA
Haim Ben-Zion, ADT Fire and Security Plc, Care Communications, Southern Region, UK

24 Habarzel St. Tel Aviv 69710, Israel     www.visonic.com 

Thank You




