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Advanced Coating Platforms for Scalable Manufacturing

Enabling the Next Generation of Advanced Manufacturing
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Customized automation includes continuous loop, single or  
dual directional conveyor, substrate handling and positioning, 
temperature controls, curing stations, and other functions.

High volume automated platforms provide scalable solutions for customers transitioning from R&D to production using the same core ultrasonic coating technology.
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   Dear Shareholders,  

This past year marked another period of meaningful progress for Sono-Tek as we continued to strengthen our position as a global leader in 

has enabled us to deliver solid performance while laying the groundwork for sustained long-term growth.

our customers to transition from product development and pilot production to scalable manufacturing. 

 
 

Financial and Operational Performance

These improvements allowed us to meet rising customer demand and reinforced our reputation for reliability and precision.

Strategic Growth and Market Expansion

address evolving manufacturing challenges.

 
paramount. We continue to deepen relationships with key industry players in the development of life-saving technologies.

 
 

consideration for leading manufacturers.

coating platforms across a broad range of applications.

across a variety of industrial and specialty glass products.

Innovation and Technology Leadership - Innovation remains at the core of everything we do. We continue to invest in research and  

that meet current needs and also anticipate future transition to higher volume manufacturing.

Looking Ahead  
 

 

 

Dr. Christopher L. Coccio, Executive Chairman R. Stephen Harshbarger, President and CEO

C O N T I N U E D  E X E C U T I O N  D R I V I N G  S T R O N G  F I N A N C I A L  P E R F O R M A N C E
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Backlog at Fiscal Year End
$ in Millions 

Revenue
$ in Millions 

Stockholders’ Equity
$ in Millions 

Cash, Cash Equivalents &
Marketable Securities

$ in Millions 
Gross Margin

Net Income
$ in Millions 

*Excludes PPP loan, forgiven in Q1 FY2022

*

Financial Highlights

 
robot platform enables coating of  

 
 

layers using ultrasonic spray.



5

FY 2026 FY 2025 FY 2024  FY 2023 FY 2022 
 

Net Sales $ 20,909 $ 20,504 $ 19,700 $ 15,058 $ 17,133

      Gross Margin  51%  48%  50%  51%  50%

      % of Sales  12.2%  13.3%  14.7%  14.3%  10.1%

Diluted Earnings Per Share $ 0.11 $ 0.08 $ 0.09 $  0.04 $ 0.10

Year End Financial Position  

Cash, Cash Equivalents and Marketable Securities $ 14,809 $ 11,930 $ 11,847 $ 11,445 $ 10,709

Total Debt (Long Term) $ 0 $ 0 $ 0 $ 0 $ 0

1.13 $ 1.03 $ 0.93 $ 0.88

Other Year End Data  

Capital Expenditures $ 225 $ 

FIVE YEAR PERFORMANCE HIGHLIGHTS
Fiscal Calendar: March 1st - February 28th

Medical diagnostic devices  
are coated using Sono-Tek 

 
 

layers that are often not 
possible with other  
coating technologies.
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   MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward-Looking Statements
We discuss expectations regarding our future performance, such as our business outlook, in our annual and quarterly reports, news  
releases, and other written and oral statements. These “forward-looking statements” are based on currently available competitive, 

other considerations, general economic and business conditions; political, regulatory, tax, competitive and technological developments 

with Iran; the recovery of the Electronics/Microelectronics and Medical markets; maintenance of increased order backlog; the imposition 
of tariffs; timely development and market acceptance of new products and continued customer validation of our coating technologies; 

proposals; completion of large orders on schedule and on budget; continued sales growth in the medical and alternative energy markets; 
successful transition from primarily selling ultrasonic nozzles and components to a more complex business providing complete machine 
solutions and higher value subsystems; and realization of quarterly and annual revenues within the forecasted range of sales guidance.

We undertake no obligation to update any forward-looking statement.

Sono-Tek Corporation Fiscal Year 2026 Highlights

• Net Sales: 
(“ASP”) production systems and growth in the Medical and Electronics/Microelectronics markets.

• 
by favorable product mix and a higher concentration of domestic system shipments.

• Operating Income:  
leverage and higher-margin system sales.

• Net Income:
• Backlog:
• Geography: US/Canada sales increased 12% or $1.4 million, driven by increased shipments of high-ASP production systems and a 

greater concentration of domestic revenue.
• Product Categories: Integrated Coating Systems increased 91% or $3.37 million, driven by shipments of multiple high-ASP pro-

reduced demand in electrolysis-related applications.
• End Markets: Medical increased 54% or $1.75 million driven by strong demand across drug eluting balloon coating, stent, and  

 
million, primarily due to reduced electrolysis-related demand driven by government policy changes, partially offset by strong solar 
system shipments.

• Balance Sheet:
million, compared to $11.9 million at the prior year-end.

• Other Income:  
a slight reduction in interest rates and a decrease in unrealized gains.

Market and Geographic Diversity

expanded our portfolio of products, the industries we serve, and the countries in which we sell our products.

and development and other.

We are a geographically diverse company with a presence either directly or through distributors and trade representatives in the United 

approximately 33% of sales originated outside of the United States and Canada.

We have an established infrastructure of application process development laboratories located at our distributor sites in Japan, China, 
 

technical personnel to conduct customer demonstrations and process development for new coating applications that our customers 
bring to us. Our engineering, service and sales teams all continue to grow as we expand our addressable markets and enhance our  
product line to include larger more sophisticated machinery and systems with increased capabilities.

We believe that the new products we have introduced, the new markets we have penetrated, and the expanded regions in which we now 
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Results of Operations

 Fiscal Year Ended       
  February 28,  February 28, Change

2026 2025 $ %  

Net Sales ........................................................................................................ $ 20,909,000 $ 20,504,000 $ 405,000   2%  
Cost of Goods Sold ......................................................................................

 ....................................................................................................

 ................................................................................................   51%    48%

 

systems with reduced manufacturing costs. In addition, sales to the United States were strong, which carry fewer distributor related 
expenses.

  Twelve Months Ended       
  February 28, % of February 28, % of Change
  2026 Total 2025 Total $   %

Fluxing Systems ...............................................
In-Line Coating Systems .................................
Multi-Axis Coating Systems ...........................
OEM Systems ....................................................
Other ...................................................................
TOTAL .................................................................  $ 20,909,000   $ 20,504,000    $ 405,000  2%  

 
Systems, partially offset by declines in Multi-Axis Coating Systems and other product categories.

customers from research and development systems to production-scale platforms.

applications within the Alternative/Clean Energy market.

normal variability in customer demand and order timing.

 
strategic focus on expanding its portfolio of complex, high-ASP coating solutions.

  Twelve Months Ended       
  February 28, % of February 28, % of Change
  2026 Total 2025 Total $   %

Electronics/Microelectronics .........................
Medical ...............................................................
Alternative Energy.............................................
Emerging R&D and Other ................................
Industrial.............................................................   1,575,000   8%    1,923,000  9%    (348,000)  (18%)
TOTAL .................................................................  $ 20,909,000   $ 20,504,000   $ 405,000 2%  
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increase was driven by strong demand for coating systems used in applications such as balloon catheter manufacturing, specialty stent 
coating needs, and custom medical device applications.

 

 

variability in demand for industrial coating applications.

Emerging R&D and Other sales remained relatively unchanged and continue to represent an increasingly smaller portion of total revenue. 
As customer applications progress from development-stage activity to commercial adoption, the related revenue opportunity typically 
transitions into our larger addressable end markets, including Medical, Electronics/Microelectronics, Alternative/Clean Energy and  
Industrial.

 Twelve Months Ended       
  February 28,  February 28, Change

2026 2025 $ %  

U.S. & Canada ................................................................................................
 ......................................................................................

Europe, Middle East, Africa (EMEA) ..........................................................
Latin America ................................................................................................   591,000    809,000    (218,000) (27%)
TOTAL ............................................................................................................. $ 20,909,000 $ 20,504,000 $ 405,000  2%  

 
a continued shift toward domestic, production-oriented customers and higher-value system shipments.

and logistical costs.

 
 

variability in regional demand and the timing of system shipments.

 Twelve Months Ended       
  February 28,  February 28, Change

2026 2025 $ %  

Research and product development.........................................................
Marketing and selling ...................................................................................
General and administrative .........................................................................
Total Operating Expenses ...........................................................................

the departure of a senior engineer, a decrease in research and development materials, supplies, insurance expense and travel expenses. 
These decreases were partially offset by additional lab salaries.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
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travel and trade show expenses and a decrease in commission expense.

year, a decrease of $27,000. Our sales and marketing costs are variable, and a large portion of the costs are dependent upon trade shows 
and where geographically our sales are generated. We anticipate that our costs will increase in the future as we increase our trade show 
presence and the potential change in geographic origin of our sales from our in-house sales team to our external distributors.

of $132,000. The decline was driven by a higher mix of sales closed directly by our in-house team. Our in-house team earns a consistent 
commission percentage on all sales. When sales are made through distributors or manufacturer representatives, we also incur their  
additional commissions (and related channel costs), which increase total selling costs. The shift toward direct sales reduced those 
third-party costs in the current period.

 
engineering personnel, and programming talent to support new business opportunities, particularly those associated with production 
systems that have high ASPs to drive future growth.

expense, corporate expenses, stock-based compensation and other expenses. These increases were partially offset by a decrease in 
professional fees.

expensed over three years based on vesting terms.

 

commencing on April 1, 2019, we recorded an accrual in the amount of $138,000 for the estimated sales tax, penalties and interest that 
we may have been required to remit to the State of California.

 

recorded in general and administrative expenses.

 
 

key factor in the increase in operating income.

 

rated at or above investment grade.

 
 

available research and development tax credits.

 

to the retroactive expensing of research and development expenses that were capitalized for tax purposes, prior to the enactment of the 
One Big Beautiful Bill Act (the “Act” or “OBBBA”) on July 4, 2025.
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The OBBBA did not change the statutory U.S. federal tax rate. Accordingly, the OBBBA did not compel us to remeasure our deferred tax 
assets and liabilities solely because of a rate change. However, the various changes in tax law did impact our current and deferred tax 
calculations.

January 19, 2025.

Research and Development (“R&D”) Costs – The Act reinstates the ability for entities to immediately expense domestic R&D costs for tax 
years beginning after December 31, 2024. Certain small businesses may also retroactively expense R&D costs, which were capitalized 
under the TCJA during the calendar years 2022 – 2024.

calendar year end. Pursuant to the Act, R&D costs amounts previously capitalized and recorded as a deferred tax asset now are eligible 

in the current year will be carried over as a deferred tax asset. Some states have decoupled from the federal tax provisions of the Act and 
continue to follow the prior tax laws per the 2017 Tax Cuts and Jobs Act for capitalizing and amortizing R&D costs. The expensing of 
these costs is subject to taxable income limitations.

an increase in income tax expense.

Liquidity and Capital Resources

 
2025. The increase in working capital was primarily the result of the current year’s net income and non-cash charges partially offset by 
purchases of equipment and redemptions of the Company’s stock.

We aggregate cash and cash equivalents and marketable securities in managing our balance sheet and liquidity. For purposes of the 

  February 28, February 28, Cash

2026  2025  Increase   

Cash and cash equivalents ......................................................................... $ 7,339,000 $ 5,202,000 $ 2,137,000  
Marketable securities ..................................................................................
Total ................................................................................................................ $ 14,809,000 $ 11,930,000 $ 2,879,000 

 Impact 
on Cash Reason

Accounts receivable increase    (1,003,000)  Decrease due to timing of receipts.
Inventories decrease    454,000 Decrease due to strong shipments in the fourth quarter   

Accounts payable     179,000 Timing of disbursements.
Accrued expenses    509,000 Timing of disbursements.
Prepaid and Other Assets increase    (507,000)  Increase in prepaid expenses.
Income taxes payable decrease    (241,000)  Timing of disbursements.
Equipment purchases    (224,000) Equipment and facilities upgrade.
Proceeds from exercise of stock options    10,000 Received from exercise of stock options.
Treasury stock purchase    (151,000) Purchase of treasury stock.
Net increase in cash  $ 2,879,000    

 
in the table above.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
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 – Stockholders’ Equity increased $1,982,000 from $17,792,000 at February 28, 2025 to $19,774,000 at February 28, 

$317,000 in additional equity related to stock-based compensation awards. These increases were partially offset by treasury stock  

but unissued.

 

payable, accrued expenses, an increase in customer deposits and a decrease in inventories. These sources of cash were partially offset  
by an increase in accounts receivable, an increase in prepaid expenses and an increase in income taxes payable.

 

We currently have a revolving credit line of $1,500,000 and a $750,000 equipment purchase facility, both of which are with a bank.  
The revolving credit line is collateralized by the Company’s accounts receivable and inventory. The revolving line of credit is payable on  

 
the line of credit.

Backlog

 
in services-related backlog.

 

 
amount of assets and liabilities, revenues and expenses, and related disclosure on contingent assets and liabilities at the date of the 

Management’s estimates and judgements are continually evaluated and are based on historical experience and expectations regarding 

 
result in materially different results under different assumptions and conditions.

Accounting for Income Taxes
The Company accounts for income taxes under the asset and liability method. Under this method, deferred income taxes are recognized 
for the tax consequences of “temporary differences” by applying enacted statutory tax rates applicable to future years to differences  

 
if it is more likely than not that some portion or all of a deferred tax asset will not be realized, a valuation allowance is recognized.  
Management evaluates the valuation allowance based on current estimates and historical experience. We use a recognition threshold  

 
 

authorities. 
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Internal Revenue Code, including the permanent extension of many provisions of the 2017 Tax Cuts and Jobs Act (“TCJA”) and various new 

and year to date periods ended November 30, 2025, in accordance with ASC 740, Income Taxes.

The OBBBA did not change the statutory U.S. federal tax rate. Accordingly, the OBBBA did not compel the Company to remeasure its  
deferred tax assets and liabilities solely because of a rate change. However, the various changes in tax law did impact the Company’s 
current and deferred tax calculations.

 
after January 19, 2025.

Research and Development Costs – The Act reinstates the ability for entities to immediately expense domestic research and development 
costs for tax years beginning after December 31, 2024. Certain small businesses may also retroactively expense research and development 
costs, which were capitalized under the TCJA during the calendar years 2022 – 2024.

calendar year end. Pursuant to the Act, R&D costs amounts previously capitalized and recorded as a deferred tax asset now are eligible to 
 

the current year will be carried over as a deferred tax asset. Some states have decoupled from the federal tax provisions of the Act and 
continue to follow the prior tax laws per the 2017 Tax Cuts and Jobs Act for capitalizing and amortizing R&D costs. The expensing of these 
costs is subject to taxable income limitations.

Revenue Recognition
 

consideration to which the entity expects to be entitled to receive in exchange for those goods or services.

Judgement is required when determining at what point in time control of the Company’s manufactured equipment is transferred to its  
customers. Management’s judgement is based on each customer contract and the transfer of control of the equipment to the customer. 
The sales revenue to be recorded is based on each contract.

Impact of New Accounting Pronouncements
In November 2024, the FASB issued ASU 2024-03 – Income Statement – Reporting Comprehensive Income – Expense Disaggregation 

related disclosures.

Other than ASU 2023-09 discussed above, accounting pronouncements issued but not yet effective have been deemed to be not applicable 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
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Report of Independent Registered Public Accounting Firm

To the Shareholders and Board of Directors of

Opinion on the Financial Statements

accepted in the United States of America.

Basis for Opinion

 

Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal  
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit 

 
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence  

that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

 

and (2) involved our especially challenging, subjective, or complex judgments. We determined that there are no critical audit matters.

CBIZ CPAs P.C.

We have served as the Company’s auditor since 2020 (such date takes into account the acquisition of the attest business of Marcum LLP 
by CBIZ CPAs P.C. effective November 1, 2024).

Morristown, NJ
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CONSOLIDATED BALANCE SHEETS
 
                 
   February 28, February 28,
 2026 2025 
 ASSETS

Cash and cash equivalents ............................................................................................................
Marketable securities .....................................................................................................................
Accounts receivable (less allowance for credit losses of $12,225, respectively) ...............
Inventories ........................................................................................................................................    3,923,350  4,474,401 
Prepaid expenses and other current assets ..............................................................................

Total current assets .....................................................................................................................

Land .........................................................................................................................................................    250,000   250,000 
Buildings, equipment, furnishings and leasehold improvements, net .........................................
Intangible assets, net ............................................................................................................................
Deferred tax asset .................................................................................................................................
  
TOTAL ASSETS ......................................................................................................................................

 LIABILITIES AND STOCKHOLDERS’ EQUITY

Accounts payable ............................................................................................................................  $ 1,038,885  $ 859,483 
Accrued expenses ...........................................................................................................................    2,227,401  1,718,574 
Customer deposits ..........................................................................................................................
Income taxes payable .....................................................................................................................

Total current liabilities .................................................................................................................
 
Deferred tax liability ...............................................................................................................................    55,909   132,134 

Total Liabilities .................................................................................................................................

Commitments and Contingencies (Note 13)
 
Stockholders’ Equity 

Common stock, $.01 par value; 25,000,000 shares authorized, 15,710,389 issued  
 

outstanding as of February 29, 2025...........................................................................................     157,104   157,512 
Additional paid-in capital ................................................................................................................
Accumulated earnings ...................................................................................................................

 ..............................................

Total stockholders’ equity ....................................................................................................................    19,774,159  17,792,195 

 ......................................................................
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CONSOLIDATED STATEMENTS OF INCOME
 
                 
 Fiscal Year Ended 
   February 28, February 28,
 2026 2025 
             
Net Sales .................................................................................................................................................  $ 20,909,315 $ 20,504,381 
Cost of Goods Sold ...............................................................................................................................

 ....................................................................................................................................    10,559,942  9,739,019

Operating Expenses 
Research and product development............................................................................................     2,553,898  2,724,482 
Marketing and selling......................................................................................................................
General and administrative ............................................................................................................

Total Operating Expenses ...........................................................................................................    8,734,973  8,728,979 

Operating Income ..................................................................................................................................

Interest and dividend income ..............................................................................................................    443,588  488,504 
Net unrealized (loss) gain on marketable securities ......................................................................    (1,498)  35,548 
Income before Income Taxes .............................................................................................................

Income Tax Expense .............................................................................................................................

Net Income .............................................................................................................................................

Basic Earnings Per Share .....................................................................................................................  $ 0.11 $ 0.08 

Diluted Earnings Per Share ..................................................................................................................  $ 0.11 $ 0.08 

Weighted Average Shares – Basic .....................................................................................................

Weighted Average Shares – Diluted ..................................................................................................    15,733,825  15,770,102 
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

 
                                
                 
   Common Stock
 Par Value $.01          
   Additional   Total
       Paid – In Accumulated Treasury Stockholders’
 Shares Amount Capital Earnings Stock Equity 

Balance - February 29, 2024 .........................

Stock-based compensation expense .........
Cashless exercise of stock options ............   273    3    (3)          —
Treasury stock purchased ............................
Net Income ......................................................                  1,273,414    —   1,273,414
Balance - February 28, 2025 .........................

Stock-based compensation expense .........
Proceeds from exercise of stock  
options ..............................................................
Treasury stock purchased ............................                   (151,122)  (151,122)
Treasury stock retired ....................................   (44,091)    (441)    (158,548)    158,989  —
Net Income ......................................................

 .........................
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CONSOLIDATED STATEMENTS OF CASH FLOWS
 
                 
 Fiscal Year Ended 
   February 28, February 28,
 2026 2025 
CASH FLOWS FROM OPERATING ACTIVITIES:            

Net Income .......................................................................................................................................

Depreciation and amortization ..................................................................................................
Stock-based compensation expense .......................................................................................
Inventory write-off ........................................................................................................................
Unrealized loss/(gain) on marketable securities ....................................................................     1,498   (35,548)

 ...............................................................................................

Accounts receivable .....................................................................................................................    (1,003,189)   (877,053) 
Inventories .....................................................................................................................................
Prepaid expenses and other assets..........................................................................................    (507,034)   (28,523)

Accounts payable .........................................................................................................................    179,402  (190,259) 
Accrued expenses ........................................................................................................................    508,827   (20,904) 
Customer deposits .......................................................................................................................
Income taxes payable ..................................................................................................................
Net Cash Provided by Operating Activities ..............................................................................    3,245,578   525,019 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase of equipment, furnishings and leasehold improvements ......................................
Sale of marketable securities ........................................................................................................
Purchase of marketable securities ..............................................................................................

Net Cash (Used in)/Provided by Investing Activities .............................................................

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock options ...................................................................................
Purchase of treasury stock............................................................................................................

Net Cash (Used in) Financing Activities ...................................................................................

NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
Beginning of year .............................................................................................................................
End of year ........................................................................................................................................

Supplemental Cash Flow Disclosure: 
Interest Paid......................................................................................................................................  $ — $ — 
Income Taxes Paid ..........................................................................................................................
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1: BUSINESS DESCRIPTION

Sono-Tek Corporation (the “Company”, “Sono-Tek”, “We” or “Our”) was incorporated in New York on March 21, 1975. We are the world 

protect or strengthen surfaces on parts and components for the microelectronics/electronics, alternative energy, medical, industrial 
and emerging research & development/other markets. We design and manufacture custom-engineered ultrasonic coating systems  
incorporating our patented technology, in combination with strong applications engineering knowledge, to assist our customers in  
achieving their desired coating solutions.

NOTE 2: SIGNIFICANT ACCOUNTING POLICIES

 - The Company expenses the cost of advertising in the period in which the advertising takes place. Advertising 

 - In the normal course of business, the Company extends credit to customers. Accounts receivable, less an  
 

 
assets measured at amortized cost, including receivables. The Company estimates expected credit losses based on historical experience, 

characteristics, aging, historical write-off trends, and other relevant economic and environmental conditions in developing the estimate. 
The Company estimates losses on receivables based on expected losses, including its historical experience of actual losses. Receivables 
are written off when it is probable that all contractual payments due will not be collected in accordance with the terms of the agreement. 
At each balance sheet date, the Company evaluates its receivables and will assess the allowance for credit losses based on historical 
write-off trends. After all reasonable attempts to collect an account receivable have failed, the amount of the receivable is written off 

 - Cash and cash equivalents consist of money market mutual funds, short term commercial paper and  
 

in excess of the FDIC insured limit.

wholly owned subsidiary, Sono-Tek Industrial Park, LLC (“SIP”) in conformity with generally accepted accounting principles in the United 
States (“GAAP”). SIP operates as a real estate holding company for the Company’s real estate operations. All intercompany accounts and 
transactions have been eliminated in consolidation.

 - Basic earnings per share (“EPS”) is computed by dividing net income by the weighted-average number of common 
 

common stock were exercised or converted into common stock under the treasury stock method.

 - Equipment, furnishings and leasehold improvements are stated at cost.  
Depreciation of equipment and furnishings is computed by use of the straight-line method based on the estimated useful lives of the 

principal or most advantageous market in an orderly transaction between market participants on the measurement date. The fair  
value hierarchy established in ASC 820 generally requires an entity to maximize the use of observable inputs and minimize the use of 

the asset or liability and are developed based on market data obtained from sources independent of the reporting entity. Unobservable 
 

participants would use in pricing the asset or liability and are to be developed based on the best information available in the  
circumstances.
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Level 1 — Assets and liabilities with unadjusted, quoted prices listed on active market exchanges. Inputs to the fair value measurement 
are observable inputs, such as quoted prices in active markets for identical assets or liabilities.

Level 2 — Inputs to the fair value measurement are determined using prices for recently traded assets and liabilities with similar  
underlying terms, as well as direct or indirect observable inputs, such as interest rates and yield curves that are observable at commonly 
quoted intervals.

Level 3 — Inputs to the fair value measurement are unobservable inputs, such as estimates, assumptions, and valuation techniques when 
little or no market data exists for the assets or liabilities.

  Level 1 Level 2 Level 3 Total  
 ...............................

Marketable Securities – February 28, 2025 ...............................

 
 

 

 - The Company accounts for income taxes under the asset and liability method. Under this method, deferred income  
taxes are recognized for the tax consequences of “temporary differences” by applying enacted statutory tax rates applicable to future 

likely than not that some portion or all of a deferred tax asset will not be realized, a valuation allowance is recognized. The Company 

 
Internal Revenue Code, including the permanent extension of many provisions of the 2017 Tax Cuts and Jobs Act (“TCJA”) and various 

 

The OBBBA did not change the statutory U.S. federal tax rate. Accordingly, the OBBBA did not compel the Company to remeasure its 
deferred tax assets and liabilities solely because of a rate change. However, the various changes in tax law did impact the Company’s 
current and deferred tax calculations.

 
after January 19, 2025.
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Research and Development (“R&D”) Costs – The Act reinstates the ability for entities to immediately expense domestic R&D costs  
for tax years beginning after December 31, 2024. Certain small businesses may also retroactively expense R&D costs, which were  

previously capitalized and recorded as a deferred tax asset now are eligible to be expensed in full verses being amortized periodically  
 

asset. Some states have decoupled from the federal tax provisions of the Act and continue to follow the prior tax laws per the 2017  
Tax Cuts and Jobs Act for capitalizing and amortizing R&D costs. The expensing of these costs is subject to taxable income limitations.

 - Include costs of patent applications which are deferred and charged to operations over seventeen 17 years for 
domestic patents and twelve 12 years for foreign patents, which is considered the useful life. Amortization expense for the years ended 

expected to be approximately $8,000 per year for the next four years.

the cost of inventory with the net realizable value and, if applicable, an allowance is made for writing down the inventory to its net  
realizable value, if lower than cost. On an ongoing basis, inventory is reviewed for potential write-down for estimated obsolescence or 
unmarketable inventory based upon forecasts for future demand and market conditions.

 - Land and buildings are stated at cost. Buildings are being depreciated by use of the straight-line method based on  
an estimated useful life of forty years.

 - The Company periodically evaluates the carrying value of long-lived assets, including intangible assets, when  
events and circumstances warrant such a review. The carrying value of a long-lived asset is considered impaired when the anticipated  

based on the amount by which the carrying value exceeds the fair market value of the long-lived asset. Fair market value is determined 
 

make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and  

period. Actual results could differ from those estimates.

– In December 2023, the FASB issued ASU 2023-09, Improvements to Income Tax  
Disclosures. This ASU requires greater disaggregation of information about a reporting entity’s effective tax rate reconciliation as well  
as information on income taxes paid. This ASU applies to all entities subject to income taxes and is intended to help investors better 
understand an entity’s exposure to potential changes in jurisdictional tax legislation and assess income tax information that affects cash 

adoption permitted. This ASU should be applied on a prospective basis although retrospective application is permitted. The Company 

 - In November 2024, the FASB issued ASU 2024-03 – Income Statement –  
 

employee compensation, depreciation and amortization) included in certain expense captions presented on the consolidated statement 

years beginning after December 15, 2027. Early adoption is permitted. The Company is currently evaluating the impact the adoption of 

 - Expected future product warranty expense is recorded when revenue is recognized for product sales.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued
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 - Research and product development expenses represent engineering and other  

 
development activities related to new products and services and the ongoing improvement of existing products and services.

core principle of which is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an 

 • Determination of the transaction price
 • Allocation of the transaction price to the performance obligations in the contract

 - The Company currently uses a Black-Scholes option pricing model to calculate the fair value of its stock 
options. The fair value of each option is estimated on the date of grant based on the Black-Scholes options-pricing model utilizing certain 
assumptions for a risk-free interest rate; volatility; and expected lives of the awards. The Company primarily uses historical data to  
determine the assumptions to be used in the Black-Scholes model. The assumptions used in calculating the fair value of share-based 
payment awards represent management’s best estimates, but these estimates involve inherent uncertainties and the application of  
management judgment.

ASC 718 requires the recognition of the fair value of stock compensation expense to be recognized over the vesting term of such award. 
The Company accounts for forfeitures as they occur.

NOTE 3: REVENUE RECOGNITION

The Company’s sales revenue is derived primarily from short term contracts with customers, which, on average, are in effect for less  
than twelve months. Sales revenue from manufactured equipment transferred at a single point in time accounts for a majority of the 
Company’s revenue.

Sales revenue is recognized when control of the Company’s manufactured equipment is transferred to its customers in an amount 

prior experience, the Company reasonably estimates its sales returns and warranty reserves. Sales are presented net of discounts and 
allowances. Discounts and allowances are determined when a transaction is negotiated. The Company does not grant its customers or 
independent representatives the ability to return equipment, nor does it grant price adjustments after a sale is complete.

The Company does not capitalize any sales commission costs related to the acquisition of a contract. All commissions related to a  

and revenue is recognized.

 
performance obligations that have original expected durations of one-year or less. The Company requires cash deposits when an order  
is placed and subsequent cash deposits before a customer’s equipment is shipped. At the time of shipment, the Company will extend 

At February 28, 2025, the Company had received $2,413,000 in customer deposits, representing contract liabilities, and had issued Letters 

available credit line to collateralize these letters of credit.

At February 29, 2024, the Company had received $3,420,000 in cash deposits, representing contract liabilities.
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   Twelve Months Ended      
  February 28, % of  February 28, % of    
 2026      2025    

Fluxing Systems .....................................................................................
In-Line Coating Systems ........................................................................    7,070,000  34%    3,703,000  18%  
Multi-Axis Coating Systems ..................................................................
OEM Systems ...........................................................................................
Other ..........................................................................................................
TOTAL ....................................................................................................... $ 20,909,000   $ 20,504,000 

NOTE 4: STOCK-BASED COMPENSATION

 – In May 2023, the Company’s Board of Directors authorized the creation of the 2023 Stock Incentive Plan (the “2023 

the Company and its subsidiaries. The Company’s shareholders approved the adoption of the 2023 Plan in August 2023. The 2023 Plan 
replaced the 2013 Stock Incentive Plan (the “2013 Plan”) under which no additional options or shares could be granted after June 2023. 
There are currently 395,201 and 195,810 options outstanding, respectively, under the 2023 Plan and the 2013 Plan.

$3.77 and options to acquire 35,088 shares to the non-employee members of the board of directors with an exercise price of $3.25. The 
options granted to employees and directors vest over three years and expire in ten years. The options granted by the Company during 

options granted to employees and directors vest over three years and expire in ten years. The options granted by the Company during 

         
       

Weighted Average

  Stock Options  Exercise Price $  Remaining  

 Outstanding   Exercisable   Outstanding   Exercisable  Term - Years

Balance - February 29, 2024 .............................................

Granted .................................................................................

Exercised ..............................................................................  (1,209)      (3.19)         

Cancelled ..............................................................................

Balance - February 28, 2025 .............................................

Granted .................................................................................

Exercised ..............................................................................  (3,327)      (3.19)         

Cancelled ..............................................................................  (23,077)      (4.24)

 .............................................  591,011 305,278 $ 4.22 $ 4.81  7.75  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued
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compensation expense, respectively. Such amounts are included in general and administrative expenses on the consolidated statements 

will be recognized over the next three years based on vesting date. The amount of future stock option compensation expense could be 

exercises of stock options, whereby, the optionee did not pay cash for the options but instead received the number of shares equal to the 
difference between the exercise price and the market price on the date of exercise. Cashless exercises during the years ended February 

Determining the appropriate fair value of the stock-based awards requires the input of subjective assumptions, including the fair value  
of the Company’s common stock, and for stock options, the expected life of the option, and the expected stock price volatility. The  
Company uses the Black-Scholes option pricing model to value its stock option awards. The assumptions used in calculating the  
fair value of stock-based awards represent management’s best estimates and involve inherent uncertainties and the application of  
management’s judgment.

The expected term of the options is estimated based on the Company’s historical exercise rate. The expected life of awards that vest 
immediately use the contractual maturity since they are vested when issued. For stock price volatility, the Company uses its expected  
volatility of the price of the Company’s common stock based on historical activity. The risk-free interest rate is based on U.S. Treasury 
notes with a term approximating the expected life of the option at the grant-date.

The weighted-average fair value of options has been estimated on the date of grant using the Black-Scholes options-pricing model.  

 Fiscal Year Ended

  February 28, February 28,
2026  2025 

Expected life ..................................................................................................................................  5 - 8 years  5 - 8 years
Risk free interest rate ...................................................................................................................
Expected volatility .........................................................................................................................
Expected dividend yield ...............................................................................................................  0%  0%

NOTE 5: INVENTORIES

 February 28, February 28,
2026  2025 

Raw materials and subassemblies ...........................................................................................................  $ 1,931,294 $ 2,322,821  
Finished goods ..............................................................................................................................................
Work in process ............................................................................................................................................     1,059,190    1,138,980  
Total ................................................................................................................................................................  $ 3,923,350 $ 4,474,401  

 

creates a new cost basis for the slow-moving inventory, and the new cost basis is not subsequently marked up through a reduction in  
the valuation allowance based on any changes in the underlying facts and circumstances. When the valuation allowance is initially 
recorded, the increase to the allowance is recognized as an increase in cost of sales. The valuation allowance is only reduced if or when 
the underlying reserved inventory is sold or destroyed, at which time the recognized cost of sales would include the adjusted cost basis of 

respectively, in additional allowances for slow moving inventory.
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NOTE 6: BUILDINGS, EQUIPMENT, FURNISHINGS AND LEASEHOLD IMPROVEMENTS

  February 28, February 28,
2026  2025 

Buildings .........................................................................................................................................................  $ 2,250,000 $ 2,250,000  
Laboratory equipment .................................................................................................................................
Machinery and equipment ..........................................................................................................................     1,951,118    1,921,722  
Leasehold improvements ...........................................................................................................................     1,105,132    1,048,328  
Tradeshow and demonstration equipment .............................................................................................     1,249,850    1,249,850  

 ...................................................................................................................................
     10,383,745    10,191,393  

 ...............................................................................................................     (8,210,302)   (7,580,793) 

NOTE 7: ACCRUED EXPENSES

  February 28, February 28,
2026  2025 

Accrued compensation ...............................................................................................................................
Estimated warranty costs ...........................................................................................................................
Estimated installation costs .......................................................................................................................     319,000    81,000  
Accrued sales tax .........................................................................................................................................
Accrued commissions .................................................................................................................................     128,908    147,459  
Professional fees ..........................................................................................................................................     151,521    94,521  
Other accrued expenses .............................................................................................................................
Total accrued expenses ..............................................................................................................................  $ 2,227,401 $ 1,718,574  

NOTE 8: REVOLVING LINE OF CREDIT

The revolving credit line is collateralized by the Company’s accounts receivable and inventory. The revolving credit line is payable on 
demand and must be retired for a 30-day period, once annually. If the Company fails to perform the 30-day annual pay down or if the bank 

of credit, and the unused portion of the credit line was $1,500,000.

that have remitted cash deposits to the Company on existing orders. The Letters of Credit expired in June 2025. As of February 28, 2025, 
there were no outstanding borrowings under the line of credit, and the unused portion of the credit line was $1,394,000.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued
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NOTE 9: INCOME TAXES

 

   Twelve Months Ended      
  February 28,  % of February 28, % of     
 2026      2025   

Expected federal income tax .................................................................
State tax, net of federal ..........................................................................
Research and development tax credits ...............................................

Non-Deductible equity-based compensation ..............................
Other ....................................................................................................

Income tax expense ................................................................................

 
 

  February 28, February 28,
2026  2025 

Federal ............................................................................................................................................................  $ 112,987 $ 548,743  
State ................................................................................................................................................................     40,094    78,543  
Total current income tax .............................................................................................................................

Federal ............................................................................................................................................................
State ................................................................................................................................................................
Total deferred income tax ...........................................................................................................................

Income tax expense .....................................................................................................................................

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all 
of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future 
taxable income during the periods in which those temporary differences become deductible. The Company has Massachusetts research 
and development tax credits that have been fully reserved as management does not foresee utilizing such tax credits in the foreseeable 
future. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income, and projections for  
future taxable income over periods in which the deferred tax assets are deductible. Management believes it is more likely than not that  
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  February 28, February 28,
2026  2025 

Deferred tax asset 
Allowance for inventory ...............................................................................................................................  $ 107,000 $ 92,000  
Allowance for accounts receivable ...........................................................................................................     3,000    3,000  
Capitalized R&D expenses – IRC Section 174 ........................................................................................
Accrued expenses and other......................................................................................................................     255,000    154,000  
Research & Development tax credits........................................................................................................     144,000    —  
Research & Development tax credits – Massachusetts.......................................................................     498,000    383,000  

Sub-total deferred tax asset .................................................................................................................
Less valuation allowance – Massachusetts R&D tax credits ..............................................................     (498,000)    (383,000)

Deferred tax asset – Long Term .........................................................................................................

Deferred tax liability  
Building and leasehold depreciation .........................................................................................................

Deferred tax liability – Long Term .......................................................................................................

  February 28, February 28,
2026  2025 

Federal ............................................................................................................................................................
State – California ..........................................................................................................................................
State – Others ...............................................................................................................................................
Foreign ............................................................................................................................................................     —    —  
Total Income Taxes Paid .............................................................................................................................
                

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued
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NOTE 10: EARNINGS PER SHARE

  February 28, February 28,
2026  2025 

Numerator for basic and diluted earnings per share .............................................................................
Denominator for basic earnings per share - weighted average ..........................................................

Stock options for employees, directors and outside consultants ......................................................     15,029    19,105  
Denominator for diluted earnings per share ...........................................................................................     15,733,825    15,770,102  

Basic Earnings Per Share – Weighted Average ......................................................................................  $ 0.11 $ 0.08  

Diluted Earnings Per Share – Weighted Average ...................................................................................  $ 0.11 $ 0.08  

inclusion would have been anti-dilutive is 342,074.

NOTE 11: CUSTOMER CONCENTRATIONS AND FOREIGN SALES

  February 28, February 28,
2026  2025 

 ......................................................................................................................................
Europe, Middle East, Africa (EMEA) ..........................................................................................................     3,742,000    4,431,000  
Latin America ................................................................................................................................................     591,000    809,000  

respectively, of total revenues.

 
for 25% of the outstanding accounts receivables February 28, 2025.

NOTE 12: SEGMENT DATA

The Company operates in one segment. The chief operating decision maker, who is responsible for allocating resources and assessing 
 

Company and decides how to allocate resources based on operating income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

  February 28, February 28,
2026  2025 

Net Sales  $ 20,909,000 $ 20,504,000
Direct Cost of Goods Sold

Materials & Freight .........................................................................................................................
Production Labor ............................................................................................................................     428,000    817,000
Depreciation .....................................................................................................................................
Other ..................................................................................................................................................     453,000    402,000

     9,002,000    9,588,000
Service Department 

Salaries .............................................................................................................................................
Travel .................................................................................................................................................
Outside Installations ......................................................................................................................     242,000    42,000
Warranty Costs ...............................................................................................................................     132,000    121,000
Other ..................................................................................................................................................

     1,347,000    1,177,000
Total Cost of Goods & Service

Research & Product Development
Salaries .............................................................................................................................................   1,851,000  1,879,000
Insurance ..........................................................................................................................................
Depreciation .....................................................................................................................................    221,000    231,000
R & D Materials ................................................................................................................................
Other ..................................................................................................................................................    183,000    214,000

    2,554,000    2,724,000
Marketing and Selling

Salaries .............................................................................................................................................     1,789,000    1,809,000
Commissions ..................................................................................................................................
Insurance ..........................................................................................................................................
Travel & Entertainment ..................................................................................................................     123,000    157,000
Advertising / Trade Show ..............................................................................................................     445,000    438,000
Depreciation .....................................................................................................................................     103,000    87,000
Other ..................................................................................................................................................

Salaries and Wages ........................................................................................................................     1,137,000    1,051,000
Insurance ..........................................................................................................................................     194,000    183,000
Depreciation and Amortization ....................................................................................................
Professional Fees  ..........................................................................................................................     375,000    384,000
Corporate Expenses .......................................................................................................................
Stock Based Compensation .........................................................................................................     317,000    248,000
Misc. Other .......................................................................................................................................

Total Operating Expenses ............................................................................................................................
            
Operating Income ..........................................................................................................................................     1,824,000    1,010,000

Interest Income & Unrealized Gain  .............................................................................................     443,000    524,000
Income Before Taxes ....................................................................................................................................

Net Income
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NOTE 13: COMMITMENTS AND CONTINGENCIES

The Company is subject, from time to time, to claims by third parties under various legal disputes. The defense of such claims, or any  

 
parts such as specialty bolts 
using multiple rotation modules 
enables small area coatings  
of critical parts with high  
volume throughput.
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Compatibility with automated wafer processing tools promotes adoption of ultrasonic spray coating for high volume semiconductor manufacturing. 
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NASDAQ: SOTK
2012 Route 9W
Milton, New York 12547
www.sono-tek.com
Email: info@sono-tek.com

Critical life-saving 
 medical device coatings 

for cardiac stents, balloon catheters 
and other implantable devices are applied using 

Sono-Tek MediCoat precision ultrasonic coating systems. 


