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ITAMAR MEDICAL LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
(UNAUDITED)
September 30,
2020

December 31,
2019

U.S. dollars in thousands

Assets
Current assets
Cash and cash equivalents
Short-term bank deposits
Trade receivables
Other receivables
Inventories

$ 25,153
16,000
8,363
1,944
6,476

$ 15,115
—
8,384
1,404
3,363

57,936

28,266

531
381
2,625
855
1,740

476
156
1,472
395
2,442

6,132

4,941

$ 64,068

$ 33,207

$

$

Total current assets
Non-current assets
Long-term restricted deposits and prepaid expenses
Long-term trade receivables
Property and equipment
Intangible assets
Right-of-use assets
Total non-current assets
Total assets
Liabilities
Current liabilities
Short-term bank loan
Current maturities of lease liabilities
Trade payables
Other accounts payable
Accrued expenses
Provisions
Short-term employee benefits
Total current liabilities
Non-current liabilities
Lease liabilities, net of current maturities
Recognized liability for defined benefit plan, net
Other long-term liabilities
Total non-current liabilities
Total liabilities
Equity
Ordinary share capital
Additional paid-in capital
Accumulated deficit
Total equity
Total liabilities and equity

5,000
786
3,389
3,513
1,682
383
657

5,000
890
2,028
3,455
1,317
273
352

15,410

13,315

1,144
216
1,262

1,708
260
1,260

2,622

3,228

18,032

16,543

1,136
161,456
(116,556)

878
125,435
(109,649)

46,036

16,664

$ 64,068

$ 33,207

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ITAMAR MEDICAL LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS
(UNAUDITED)
Three Months Ended
September 30,
2020

2019

Nine Months Ended
September 30,
2020

2019

U.S. dollars in thousands (except per share data)

Revenues
Cost of revenues

$10,999
3,471

$ 8,084
1,840

$28,262
8,390

$21,493
4,869

Gross profit

7,528

6,244

19,872

16,624

Operating expenses:
Selling and marketing
Research and development
General and administrative

6,240
1,385
2,417

4,717
1,095
1,411

17,446
4,064
6,051

12,985
3,165
4,491

Total operating expenses

10,042

7,223

27,561

20,641

Operating loss

(2,514)

(979)

(7,689)

(4,017)

Financial income (expenses):
Financial income
Financial expenses
Gain from derivative instruments, net

143
(293)
—

143
(299)
—

530
(693)
—

336
(895)
442

Financial expenses, net

(150)

(156)

(163)

(117)

(2,664)
(95)

(1,135)
(12)

(7,852)
(147)

(4,134)
(135)

Net loss

$ (2,759)

$(1,147)

$ (7,999)

$ (4,269)

Loss per share – basic and diluted (in U.S. dollars)

$ (0.01)

$ (0.00)

$ (0.02)

$ (0.01)

Loss before taxes on income
Taxes on Income

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ITAMAR MEDICAL LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE LOSS
(UNAUDITED)
Three Months Ended
September 30,
2020

2019

Nine Months Ended
September 30,
2020

2019

U.S. dollars in thousands

Net loss

$(2,759)

$(1,147)

$(7,999)

$(4,269)

Other comprehensive income items that after initial recognition
in comprehensive loss, were or will be carried to the
statement of operations:
Actuarial gains of defined benefit plan, net of tax

—

—

49

—

Total other comprehensive income items that after initial
recognition in comprehensive loss, were or will be carried to
the statement of operations, net of tax

—

—

49

—

Other total comprehensive income

—

—

49

—

Total comprehensive loss

$(2,759)

$(1,147)

$(7,950)

$(4,269)

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ITAMAR MEDICAL LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY
(UNAUDITED)
Ordinary
Share
capital

Additional
paid-in
capital

Accumulated
deficit

Total

U.S. dollars in thousands

For the nine months ended September 30, 2020
Balance as of January 1, 2020

$ 878

$125,435

$(109,649)

Total comprehensive loss:
Net loss
Other comprehensive income, net of tax

—
—

—
—

(7,999)
49

(7,999)
49

Total comprehensive loss

—

—

(7,950)

(7,950)

3

129

255
—
$1,136

$161,456

$ (116,556)

$46,036

$ 748

$ 111,486

$(105,546)

$ 6,688

—

—

(4,269)

1

24

—

25

125

13,841

—

13,966

—

—

886

886

$ 874

$125,351

Transactions carried directly to equity:
Issuance of shares due to the exercise of stock options
Issuance of shares in a public offering, net of issuance costs of
$4,103 thousand
Share-based payment
Balance as of September 30, 2020

$16,664

—

132

35,892

—

36,147

—

1,043

1,043

For the nine months ended September 30, 2019
Balance as of January 1, 2019
Total comprehensive loss:
Net loss – total comprehensive loss

(4,269)

Transactions carried directly to equity:
Issuance of shares due to the exercise of stock options
Issuance of shares in a private offering, net of share issuance
costs of $716 thousand
Share-based payment
Balance as of September 30, 2019

$(108,929)

$17,296

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ITAMAR MEDICAL LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
(UNAUDITED)
Nine Months Ended
September 30,
2020

2019

U.S. dollars in thousands)

Cash flows from operating activities:
Net loss
Adjustments for:
Depreciation and amortization
Share-based payment
Change in provision for doubtful and bad debt
Net financial cost (income)
Gain from revaluation of derivatives
Decrease (increase) in trade receivables
Increase in other accounts receivable
Increase in inventories
Increase in trade payables
Increase in other accounts payable and accrued expenses
Increase in employee benefits
Increase in provisions

$ (7,999)

$ (4,269)

1,345
1,043
206
(217)
—
(411)
(541)
(3,773)
1,362
328
310
110

1,059
886
192
169
(442)
329
(249)
(1,153)
724
584
102
17

Income tax expenses

147

135

Taxes paid during the period

(49)

(44)

Net interest received (paid) during the period

83

Net cash used in operating activities

(197)

(8,056)

(2,157)

(16,000)

(9,000)

(50)

(68)

(1,604)

(406)

(17,654)

(9,474)

36,147

13,966

Cash flows from investing activities
Investment in short-term bank deposits
Increase in restricted long-term deposits
Purchase of property and equipment, intangible assets and capitalization of
development expenses
Net cash used in investing activities
Cash flows from financing activities
Proceeds from issuance of shares, net of share issuance costs
Repayment of principal of lease liabilities
Issuance of shares due to the exercise of stock options
Net cash provided by financing activities
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Effect of exchange rate fluctuations on balances of cash and cash equivalents
Cash and cash equivalents at end of period

(665)

(583)

132

25

35,614

13,408

9,904

1,777

15,115

6,471

134

178

$ 25,153

$ 8,426

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ITAMAR MEDICAL LTD.
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(UNAUDITED)
NOTE 1 — GENERAL
a. Reporting entity
Itamar Medical Ltd. (the “Company”) is a company incorporated in Israel, with registered office at
9 Halamish Street, North Industrial Zone, Caesarea, Israel. The condensed consolidated interim financial
statements of the Company and its subsidiaries as of September 30, 2020 and 2019 and for each of the three
and nine-month periods ended September 30, 2020 and 2019 comprise the Company and its subsidiaries
(together referred to as the “Group”). The Company is a medical technology company focused on the
development and commercialization of non-invasive medical devices and solutions to aid in the diagnosis of
respiratory sleep disorders. The Company uses a digital healthcare platform to facilitate the continuum of
care for effective sleep apnea management with a focus on the core sleep and cardiology markets. The
Company offers a Total Sleep Solution (“TSS”), to help physicians provide comprehensive sleep apnea
management in a variety of clinical environments to optimize patient care and reduce healthcare system
costs. The ordinary shares of the Company are listed on the Tel Aviv Stock Exchange Ltd. (“TASE”). On
February 27, 2019, the Company’s American Depositary Shares (“ADSs”), each of which represents 30
ordinary shares of the Company, represented by American Depositary Receipts (“ADRs”), were registered
for trade on the Nasdaq Capital Market.
b. Impact of COVID-19 on the Company’s operations
In mid-March 2020, the Company began to experience the impact of the COVID-19 pandemic
amplified by the American Academy of Sleep Medicine (“AASM”) COVID-19 mitigation strategy guidance
recommending the deferral of in-lab polysomnography (“PSG”) tests and special precautions for the use of
reusable home sleep tests (“HSAT”) services unless using fully disposable HSAT devices, such as the
Company’s WatchPAT ONE device, which meets that criteria.
The general restriction and limitation posed by the pandemic, and amplified by these specific
recommendations, began to significantly impact the sleep apnea testing market and the Company’s second
quarter of 2020 revenue mix, with multiuse WatchPAT tests declining in the U.S. and Europe and WatchPAT
ONE, as well as WatchPAT Direct orders increasing significantly. During the third quarter of 2020, the
Company recorded pre COVID-19 multiuse WatchPAT tests in the U.S. and Europe. At the same time, the
trend of increasing demand to our WatchPAT ONE and WatchPAT Direct orders continued during the third
quarter of 2020, as well.
NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES
a. International Financial Reporting Standards (“IFRS”)
These condensed consolidated interim financial statements have been prepared in accordance with
International Accounting Standard (“IAS”) 34, Interim Financial Reporting. Accordingly, they do not
contain all the information required in full annual financial statements. These condensed consolidated
interim financial statements should be read in conjunction with the audited consolidated financial
Statements as of December 31, 2019 and for the year then ended (the “2019 Annual Financial Statements”).
These condensed consolidated interim financial statements were approved by the Company’s Board of
Directors on November 16, 2020.
b. Use of estimates, assumptions and judgments
The preparation of condensed consolidated interim financial statements in accordance with IFRS
requires management to make estimates and assumptions that affect reported amounts of assets and
liabilities, and the disclosure of contingent assets and liabilities at the date of the financial statements as
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ITAMAR MEDICAL LTD.
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(UNAUDITED)
well as affect the reported amounts of revenues and expenses during the period. These estimates and
assumptions are reviewed on an ongoing basis using available information. Actual results could differ from
these estimates and assumptions. The items subject to significant estimates and assumptions by management
include share-based compensation; the measurement of financial instruments at fair value, the fair value of
the embedded warrant component of convertible notes, the fair value of warrants where there is no active
market.
NOTE 3 — FINANCIAL INSTRUMENTS
Financial instruments that are measured at fair value for disclosure purposes only
As of September 30, 2020, the carrying amount of the cash and cash equivalents, trade receivables,
other accounts receivable, bank deposits, pledged deposits, trade payables, and other accounts payable and
derivatives is identical or approximate to their fair values due to the short lifetime of these items.
NOTE 4 — CREDIT FACILITY WITH A BANK
On August 11, 2020, the Company entered into a new credit line agreement with an Israeli commercial
bank (the “Bank”), which replaced the credit agreement entered on February 9, 2020, under which the total
credit line to be available until June 19, 2022 (subject to meeting certain terms, as set forth in the
agreement) under the credit facility will be $20 million, comprised of: (i) up to $13 million in long-term or
short-term loan (the “Loan”); and (ii) up to $7 million of short-term credit facility( the “Revolving Credit
Line”).
The key terms of the credit facility are as follows:
• The first $10 million of the Loan will bear interest at the annual interest rate of the quarterly dollar
LIBOR rate plus 5.3% and the remaining $3 million, if drawn, will bear annual interest of the
quarterly dollar LIBOR rate plus 6.8%. The long-term loan is repayable in equal quarterly
installments over three years from the date of the draw. Each short-term loan will be repayable
within a period of up to 90 days.
• The draw under the Revolving Credit Line can be denominated in U.S. dollar (“dollar”) or in NIS,
and if denominated in dollar, bears interest at the annual interest rate of the quarterly dollar LIBOR
rate plus 4.%. The amount that can be drawn under the Revolving Credit line depends on meeting a
ratio of 125% between the balance of accounts receivable and the amount drawn. Each draw will be
repayable within a period of up to 90 days.
• The right to make any draws, whether under the Loan or the Revolving Credit Line, is conditioned
upon the Company having cash balances in its account with the Bank of not less than 30% of the
total amount drawn for draws of up to $10 million in the aggregate and 40% of the aggregate amount
exceeding $10 million.
As of September 30, 2020, the Company had a total outstanding principal amount of $5.0 million out of
the Revolving Credit Line. No amount was drawn under the Loan as of such date.
In order to secure its obligations to the Bank, the Company pledged and granted to the bank a first
priority floating charge on all of its assets and a first priority fixed charge on (i) its intellectual property,
goodwill, holdings in its subsidiaries and certain other, immaterial, assets; and (ii) all of the assets of the
Company’s U.S. Subsidiary.
NOTE 5 — EQUITY
2020 U.S. Public Offering.
In February 2020, the Company completed a registered public offering of 2,927,267 ADSs, each
representing 30 ordinary shares of the Company, at a price of $13.75 per ADS, for total gross proceeds of
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ITAMAR MEDICAL LTD.
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(UNAUDITED)
approximately $40.25 million, or total net proceeds of approximately $35.7 million after deducting
underwriting discounts and commissions of approximately $2.8 million and offering expenses of
approximately $1.8 million.
NOTE 6 — SHARE-BASED PAYMENTS
In January 2020, the Company’s Board of Directors approved a grant of a total of 3,942,284 options
and 194,887 RSUs to 12 employees. The grant of 1,332,195 options and 194,887 RSUs was subject to the
effectiveness of a Registration Statement on Form S-8, which became effective on March 4, 2020 and the
grant of 1,676,425 options to the CEO was approved by the Company’s shareholders on March 18, 2020.
In May 2020, the Company’s Board of Directors approved a grant of a total of 2,326,555 options and
173,155 RSUs to 29 employees.
In May 2020, the Company granted 440,000 options to four directors.
As to grants of options and RSUs subsequent to September 30, 2020, see Note 8.
NOTE 7 — REVENUES
The Company operates in one business sector.
The following is a breakdown of revenues according to product groups:
Three Months Ended
September 30,
2020

2019

Nine Months
Ended September 30,
2020

2019

U.S. dollars in thousands

WatchPAT and other related services
EndoPAT and related services

$10,535
464

$7,589
495

$26,601
1,661

$19,906
1,587

$10,999

$8,084

$28,262

$21,493

The following is a breakdown of revenues on the basis of geographical regions (based on the
geographical location of the customer):
Three Months Ended
September 30,
2020

2019

Nine Months
Ended September 30,
2020

2019

U.S. dollars in thousands

United States and Canada
Japan
Europe
Asia Pacific (excluding Japan)
Israel
Others

$ 8,951
901
944
101
95
7

$5,814
1,127
800
139
83
121

$21,786
3,027
2,930
212
215
92

$15,461
2,595
2,367
643
204
223

$10,999

$8,084

$28,262

$21,493

The majority of the Company’s long-lived assets are in Israel.
NOTE 8 — SUBSEQUENT EVENT
In November 2020, the Company’s Board of Directors approved a grant of a total of 4,849,933 options
and 281,778 RSUs to 59 grantees.
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Exhibit 99.2
OPERATING RESULTS AND FINANCIAL REVIEW IN CONNECTION WITH THE UNAUDITED
INTERIM CONDENSED CONSOLIDTAED FINANCIAL STATEMENTS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, 2020
You should read the following discussion and analysis of our financial condition and results of
operations in conjunction with our unaudited interim condensed consolidated financial statements as of and
for the nine months ended September 30, 2020, appearing elsewhere in this Form 6-K, our audited
consolidated financial statements and other financial information as of and for the year ended
December 31, 2019 appearing in our Annual Report on Form 20-F for the year ended December 31, 2019
and Item 5 — “Operating and Financial Review and Prospects” of that Annual Report . The following
discussion is based on our financial information prepared in accordance with International Financial
Reporting Standards, or IFRS, as issued by the International Accounting Standards Board, or IASB, which
may differ in material respects from generally accepted accounting principles in other jurisdictions,
including generally accepted accounting principles in the United States, or U.S. GAAP. The following
discussion includes forward-looking statements that involve risks, uncertainties, and assumptions.
Forward-Looking Statements
Statements in this Report on Form 6-K may constitute “forward-looking statements” within the
meaning of the United States Federal securities laws. These forward-looking statements can generally be
identified as such because the context of the statement will include words such as “may,” “might,” “will,”
“could,” “would,” “intends,” “plans,” “believes,” “anticipates,” “expects,” “seeks,” “estimates,”
“predicts,” “potential,” “continue,” “contemplate” or “opportunity,” the negative of these words or words
of similar import. Similarly, statements that describe our business outlook or future economic performance,
anticipated revenues, expenses or other financial items, introductions and advancements in development of
products, and plans and objectives related thereto, and statements concerning assumptions made or
expectations as to any future events, conditions, performance or other matters, are also forward-looking
statements. Forward-looking statements are subject to risks, uncertainties and other factors that could
cause actual results to differ materially from those stated in such statements. Factors that could cause or
contribute to such differences include, but are not limited to, those set forth under “Risk Factors” in our
Annual Report on Form 20-F for the year ended December 31, 2019, as well as those discussed elsewhere
in that Annual Report and in our other filings with the Securities and Exchange Commission.
Overview
We are a medical technology company focused on the development and commercialization of noninvasive medical devices to aid in the diagnosis of respiratory sleep disorders. We use a digital healthcare
platform to facilitate the continuum of care for effective sleep apnea management with a focus on the core
sleep and cardiology markets. We offer a Total Sleep Solution, or TSS, to help physicians provide
comprehensive sleep apnea management in a variety of clinical environments to optimize patient care and
reduce healthcare costs.
In the nine months ended September 30, 2020 and 2019, we have generated revenues of $28.3 million
and $21.5 million, respectively, reflecting a growth rate of 31.5%. We have grown the sale of our WatchPAT
family of products revenue from approximately $19.9 million for the nine months ended September 30,
2019 to $26.6 million for the nine months ended September 30, 2020, reflecting a growth rate of 33.6%.
Impact of COVID-19 on Our Business and Operations
In mid-March 2020, we began to experience the impact of the COVID-19 pandemic amplified by the
American Academy of Sleep Medicine, or AASM, COVID-19 mitigation strategy guidance recommending
the deferral of in-lab polysomnography, or PSG tests and special precautions for the use of reusable home
sleep tests, or HSAT, services unless using fully disposable HSAT devices, such as our WatchPAT ONE
device, which meets that criteria.
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The general restriction and limitation posed by the pandemic, and amplified by these specific
recommendations, began to significantly impact the sleep apnea testing market and our second quarter of
2020 revenue mix, with multiuse WatchPAT tests declining in the U.S. and Europe and WatchPAT ONE, as
well as WatchPAT Direct orders increasing significantly. During the third quarter of 2020, we recorded pre
COVID-19 multiuse WatchPAT tests in the U.S. and Europe. At the same time, the trend of increasing
demand to our WatchPAT ONE and WatchPAT Direct orders continued during the third quarter of 2020, as
well.
Trend Information
In addition to the information included above under the heading “Impact of COVID-19 on Our
Business and Operations” and elsewhere in this Form 6-K, see Item 5- “Operating and Financial Review and
Prospects — D. Trend Information” in our Annual Report on Form 20-F for the year ended December 31,
2019.
Results of Operations
The following discussion of our results of operations for the nine-month periods ended September 30,
2020 and September 30, 2019, including the following tables, which present selected financial information
data in U.S. dollars and as a percentage of total revenues, is based upon our condensed consolidated
statements of operations contained in our unaudited interim condensed consolidated financial statements
and the related notes thereto included elsewhere in this Form 6-K.
Nine Months Ended
September 30,
2020

2019

(in thousands, except
per share data)
(Unaudited)

Consolidated Statements of Operations Data:
Revenues
Cost of revenues

$

28,262
8,390

$

21,493
4,869

Gross profit

19,872

16,624

Operating expenses:
Selling and marketing
Research and development
General and administrative

17,446
4,064
6,051

12,985
3,165
4,491

Total operating expenses

27,561

20,641

Operating loss

(7,689)

(4,017)

530
(693)
—

336
(895)
442

Financial income (expenses):
Financial income
Financial expenses
Gain from derivative instruments, net
Financial expenses, net
Loss before taxes on income
Taxes on income

(163)

(117)

(7,852)
(147)

(4,134)
(135)

Net loss

$

(7,999) $

(4,269)

Loss per share — basic and diluted (in U.S. dollars)

$

(0.02) $

(0.01)
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Nine Months Ended
September 30,
2020

2019
(Unaudited)

Consolidated Statements of Operations Data:
Revenues
Cost of revenues
Gross profit
Operating expenses:
Selling and marketing expenses
Research and development expenses
General and administrative expenses
Total operating expenses
Operating loss
Financial income (expenses):
Financial income
Financial expenses
Gain from derivative instruments, net
Financial income (expenses), net

100.0%
29.7
70.3

100.0%
22.7
77.3

61.7
14.4
21.4
97.5
(27.2)

60.4
14.7
20.9
96.0
(18.7)

1.9
(2.5)
0.0

1.6
(4.2)
2.1

(0.6)

(0.5)

Loss before taxes on income
Taxes on income

(27.8)
(0.5)

(19.2)
(0.7)

Net loss

(28.3)%

(19.9)%

Comparison of the Nine Months Ended September 30, 2020 to the Nine Months Ended September 30, 2019
Revenues
The following tables provide a breakdown of our revenues, by line of product and by geographic area,
during the nine-month periods ended September 30, 2020 and 2019, as well as the percentage change
between such periods:
Nine months Ended
September 30,
2020

2019

Increase
%

(in thousands)
(Unaudited)

WatchPAT and other related services
EndoPAT and other related services

$26,601
1,661

$19,906
1,587

33.6
4.7

Total

$28,262

$21,493

31.5

Nine months Ended
September 30,
2020

2019

Increase
(decrease)
%

(in thousands)
(Unaudited)

United States and Canada
Japan
Europe
Asia Pacific (excluding Japan)
Other

$21,786
3,027
2,930
212
307

$15,461
2,595
2,367
643
427

40.9
16.6
23.8
(67.0)
(28.1)

Total

$28,262

$21,493

31.5
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Our revenues in the nine months ended September 30, 2020 increased by 31.5% to $28.3 million
compared with $21.5 million in the nine months ended September 30, 2019. Revenue growth was driven by
an increase in WatchPAT sales in the U.S., Japan and Europe.
The increase in revenues from sale of our WatchPAT family of products in the nine-month period ended
September 30, 2020, is mainly associated with the following: (i) an increase of 43.3% in sales in the U.S %
to $21.6 million, compared to $15.1 million for the nine months ended September 30, 2019. The U.S.
growth is primarily driven by the increase of WatchPAT ONE as well as WatchPAT Direct sales.; and
(ii) ) an increase of 16.6% and 5.4% in sales in Japan and Europe, respectively, which is attributable to an
increase in the volume of sales in such territories.
The portion of revenues from the sale of disposables (including WatchPAT ONE sales) out of total
revenues in the nine-month period ended September 30, 2020 increased to 67%, from 62% in the ninemonth period ended September 30, 2019 (such portion in the United States increased to 75% in the ninemonth period ended September 30, 2019, from 70% in the nine-month period ended September 30, 2019),
while the ratio of revenues from the sale of devices out of total revenues in the nine-month period ended
September 30, 2020 decreased to 29%, from 30% in the nine-month period ended September 30, 2019. The
change in the ratio between revenues from sale of disposables and sale of devices in the comparison periods
was mainly attributed to an increase in the number of WatchPAT tests (and hence, use of disposables
(including WatchPAT ONE) conducted during such periods, primarily in the United States.
Cost of Revenues and Gross Profit
Our cost of revenues for the nine months ended September 30, 2020 increased by 72.3% to
$8.4 million, compared with $4.9 million in the nine months ended September 30, 2019, whereas our gross
profit for the nine months ended September 30, 2020 increased by 19.5% to $19.9 million, compared with
$16.6 million in the nine months ended September 30, 2019. The increase in absolute gross profit is
primarily due to our increased volume of sales, partially offset by the decrease in our gross profit margin, as
described below. The decrease in our gross profit margin to 70.3% in the nine months ended September 30,
2019, from 77.3% in the nine months ended September 30, 2019 was mainly driven by the increase in
WatchPAT ONE sales with lower gross margin.
Operating Expenses
The following table sets forth a breakdown of our operating expenses (excluding cost of revenues) for
the nine-month periods ended September 30, 2020 and 2019, as well as the percentage change between such
periods:
Nine months Ended
September 30,
2020

2019

Increase
%

(in thousands)
(Unaudited)

Selling and marketing
Research and development
General and administrative

$17,446
4,064
6,051

$12,985
3,165
4,491

34.4
28.4
34.7

Total

$27,561

$20,641

33.5

Selling and Marketing
Selling and marketing expenses for the nine months ended September 30, 2020 increased by 34.4% to
$17.4 million, compared with $13.0 million in the nine months ended September 30, 2019. This increase is
primarily due to the expansion of the U.S. sales team into new geographical territories and verticals resulted
in an increase in employee related costs (including payroll, sales commissions and share-based
compensation).
Research and Development
Research and development, or R&D, expenses increased by 28.4% to $4.1 million in the nine months
ended September 30, 2020, compared with $3.2 million in the nine months ended September 30, 2019. This
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increase is primarily driven by the development of our digital health platform resulted in an increase in
personnel to support product development.
General and Administrative Expenses
General and administrative, or G&A, expenses increased by 34.7% to $6.1 million in the nine months
ended September 30, 2020, compared with $4.5 million in the nine months ended September 30, 2019. This
increase is primarily driven by an increase in directors’ and officers’ insurance premium, as well as legal
expenses incurred in connection with a commercial dispute and the defense of our intellectual property,
which we expect to persist over the next several quarters.
Operating Loss
Operating loss increased from $4.0 million in the nine months ended September 30, 2019 to
$7.7 million in the nine months ended September 30, 2020.
Financial Expenses, Net
Financial expenses, net for the nine months ended September 30, 2020 were $0.2 million, compared to
$0.1 million in the nine months ended September 30, 2019.
Net Loss
Net loss for the nine months ended September 30, 2020 increased by $3.7 million, or 87.4%, to
$8.0 million, compared with $4.3 million in the nine months ended September 30, 2019. This increase is
primarily attributable to the increase in our operating loss, as described above.
Liquidity and Capital Resources
Since our incorporation in 1997, we have incurred operating and net losses in most of our years of
operation. As of September 30, 2020, we had an accumulated deficit of approximately $116.6 million. We
expect to continue to incur operating and net losses in the upcoming years, as we continue to invest in
research and development and marketing and sales operations aimed at growing our business.
In the past several years, we financed our operations primarily through issuance of equity and debt to
the public, private placements of our ordinary shares to institutional and other investors and loans from our
major shareholders and commercial banks.
Our funding and treasury activities are conducted within corporate practices to maximize investment
returns while maintaining appropriate liquidity for both our short and long-term needs. Cash and cash
equivalents are held primarily in U.S. dollars and NIS.
As of September 30, 2020, we had $41.2 million in cash, cash equivalents and short-term bank
deposits, compared with $15.1 million as of December 31, 2019.
As of September 30, 2020 and December 31, 2019, we did not have any debt to a third-party, other than
the short-term loans of $5.0 million from a bank under the Credit Agreement out of a total credit line of
$20 million, as described below.
As of September 30, 2020, our working capital amounted to $42.5 million, compared with
$15.0 million as of December 31, 2019.
2020 U.S. Public Offering.
In February 2020, we completed a registered public offering of 2,927,267 ADSs, each representing 30
ordinary shares of our company, at a price of $13.75 per ADS, for total gross proceeds of approximately
$40.25 million, or total net proceeds of approximately $35.7 million after deducting underwriting discounts
and commissions of approximately $2.8 million and offering expenses of approximately $1.8 million.
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Credit Line.
On August 11, 2020, we entered into a new credit line agreement with an Israeli commercial bank,
which replaced the credit agreement entered on February 9, 2020, under which the total credit line to be
available, until June 19, 2022 (subject to meeting certain terms, as set forth in the agreement) under the
credit facility will be $20 million, comprised of: (i) up to $13 million in long-term or short-term loan, or the
Loan; and (ii) up to $7 million of short-term credit facility, or the Revolving Credit Line.
The key terms of the credit facility are as follows:
• The first $10 million of the Loan will bear interest at the annual interest rate of the quarterly dollar
LIBOR rate plus 5.3% and the remaining $3 million, if drawn, will bear annual interest of the
quarterly dollar LIBOR rate plus 6.8%. The long-term loan is repayable in equal quarterly
installments over three years from the date of the draw. Each draw of short-term loan will be
repayable within a period of up to 90 days.
• The draws under the Revolving Credit Line can be denominated in U.S. dollar or NIS, and if
denominated in U.S. dollar, bears interest at the annual interest rate of the quarterly dollar LIBOR
rate plus 4.%. The amount that can be drawn under the Revolving Credit line is depending on
meeting a ratio of 125% between the balance of accounts receivable and the amount drawn. Each
draw will be repayable within a period of up to 90 days.
• The right to make any draws, whether under the Loan or the Revolving Credit Line, is conditioned
upon us having cash balances in our account with the lending bank of not less than 30% of the total
amount drawn for draws of up to $10 million in the aggregate and 40% of the aggregate amount
exceeding $10 million.
As of September 30, 2020, we had a total outstanding principal amount of $5.0 million out of the
Revolving Credit Line. No amount was drawn under the Loan as of such date.
In order to secure our obligations to the bank, we pledged and granted to the bank a first priority
floating charge on all of our assets and a first priority fixed charge on (i) our intellectual property, goodwill,
holdings in its subsidiaries and certain other, immaterial, assets; and (ii) all of the assets of our U.S.
Subsidiary.
Cash Flows
The following table presents the major components of net cash flows used in and provided by
operating, investing and financing activities for the nine-month periods ended September 30, 2020 and
2019:
Nine Months Ended
September 30,
2020

2019

(in thousands)
(Unaudited)

Net cash used in operating activities
Net cash used in investing activities
Net cash provided by financing activities

$ (8,056) $ (2,157)
(17,654)
(9,474)
35,614
13,408

Increase in cash and cash equivalents

$ 9,904

$ 1,777

Operating Activities
Cash flows from operating activities consist primarily of loss adjusted for various non-cash items,
including depreciation and amortization, share-based compensation expenses and gain or loss from
reevaluation of derivatives. In addition, cash flows from operating activities are impacted by changes in
operating assets and liabilities, which include inventories, accounts receivable and other assets and accounts
payable.
Net cash used in operating activities for the nine months ended September 30, 2020 was $8.1 million.
This net cash used in operating activities primarily reflects a net loss of $8.0 million, net of non-cash
expenses,
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net of $2.4 million, as well as an increase of $3.8 million in inventories due to the aforesaid increase in
revenues, increasing safety inventory due to the COVID-19 pandemic and the launch of the WatchPAT ONE
product and increase of $1.0 million in accounts receivables due to the aforesaid increase in revenues, offset
by an increase of $1.7 million in accounts payable and an increase of $0.3 million in employee benefits. Net
non-cash expenses of $2.4 million consisted primarily of depreciation and amortization of $1.3 million,
share-based compensation of $1.0 million, and an increase of $0.2 million in provision for doubtful and bad
debt, offset by net financial income of $0.2 million.
Net cash used in operating activities for the nine months ended September 30, 2019 was $2.2 million.
This net cash used in operating activities primarily reflects a net loss of $4.3 million, net of non-cash
expenses, net of $1.9 million, as well as an increase of $1.2 million in inventories due to the aforesaid
increase in revenues and interest of $0.2 million paid on our bank credit line, offset by an increase of
$1.3 million in accounts payable. Net non-cash expenses of $1.9 million consisted primarily of depreciation
and amortization of $1.1 million, net financial expenses of $0.2 million, share-based compensation of
$0.9 million, and an increase of $0.2 million in provision for doubtful and bad debt, offset by a net gain
from changes in fair value of derivative instruments of $0.4 million relating to warrants, mainly attributable
to share price decrease.
Investing Activities
Net cash used in investing activities for the nine months ended September 30, 2020 was $17.7 million.
This net cash used in investing activities is primarily attributable to investment in short-term bank deposits
in the amount of $16.0 million and capital expenditure and capitalized development costs of $1.6 million.
Net cash used in investing activities for the nine months ended September 30, 2019 was $9.5 million.
This net cash used in investing activities is primarily attributable to investment in short-term bank deposits
in the amount of $9.0 million and capital expenditure and capitalized development costs of $0.4 million.
Financing Activities
Net cash provided by financing activities for the nine months ended September 30, 2020 was
$35.6 million. This net cash provided by financing activities is primarily due to net proceeds from issuance
of shares in a public offering in the net amount of $36.1 million, offset by the principle repayment of lease
liabilities in the amount of $0.7 million.
Net cash provided by financing activities for the nine months ended September 30, 2019 was
$13.4 million. This net cash provided by financing activities is primarily due to net proceeds from issuance
of shares in a private placement in the net amount of $14.0 million, offset by the principle repayment of
lease liabilities in the amount of $0.6 million.
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