


 

Dear Shareholder, 
 
I am pleased once again to be able to report improved results for Oridion. Revenues grew 
25% for the third quarter, Oridion’s 31st consecutive quarter-on-quarter growth. Revenue 
growth was 27% for the nine-month period ended September 30, 2008, compared with the 
same period in 2007. Operating income increased to USD 3.5 million, up by 20% for the first 
nine months of 2008. These results were achieved despite the strong currency fluctuations of 
the US Dollar against the Israeli Shekel and the Euro during the first nine months of this year.    
 
 
Financial results in Q3 and first nine months of 2008 
 
 

 
Nine months ended 

September 30, 
Three months ended 

September 30, 

U.S. dollars in thousands 2008 2007 2008 2007

Revenues 33,970 26,660 12,015 9,627

Gross Profit 18,899 14,377 6,766 5,280

Gross Margin 55.6% 53.9% 56.3% 54.8%

Operating Expenses 15,393 11,447 5,036 3,760

Operating Income  3,506 2,930 1,730 1,520

Operating Margin  10.3% 11.0% 14.4% 15.8%

Financial income (expenses), net (902) 203 (1,216) 398

Income tax benefits 1,092 - - -

Net Income  3,696 3,133 514 1,918

  

EBITDA  

Operating Income 3,506 2,930 1,730 1,520

Depreciation and amortization 1,062 1,034 335 316

EBITDA  4,568 3,964 2,065 1,836

EBITDA Margin 13.4% 14.9% 17.2% 19.1%
 
 
Revenues 
Company revenues for the third quarter of 2008 increased by 25% to USD 12.0 million 
compared to USD 9.6 million for the same period last year. Revenues for the nine-month 
period ended September 30, 2008, increased by 27% to USD 34.0 million compared to USD 
26.7 million for the same period last year. Revenue growth continues to be driven by a 
general increase in demand from the market for Oridion capnography devices supplied by our 
leading OEM partners and an acceleration in usage of our patient-interface consumables. In 
general, our sustained revenue growth is primarily a consequence of increased awareness of 
the need to improve patient safety in hospital and pre-hospital settings and the related 
continuing stream of recommendations by important professional medical organizations for 
the use of capnography to improve standards of patient safety and patient care. 
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Revenue growth for the first nine months of 2008 was greater than usual, resulting from  the 
partial resumption of sales to Physio-Control, who had a Federal Drug Administration (FDA) 
related voluntary cessation of shipments of their defibrillators to the US market in quarter one 
of 2007. As mentioned in previous quarterly reports of 2008, sales to Physio-Control resumed 
in the latter part of last year.  
 
The proportion of our revenues generated by the sale of consumable products, which has been 
growing steadily over the past years, continued to increase further. Consumable revenues 
grew by 44% in the first nine months of the year and accounted for 42% of total revenues. 
Two years ago consumable revenue accounted for 33% of total revenues for the comparable 
nine-month period. The value creating programs that Oridion launched over the past few 
years for sustaining high consumables growth clearly are showing their impact. Oridion's 
network of independent consumables-focused distributors (the ‘ODN’) has become an 
important asset in our goals to continuously increase the consumption of consumables per 
monitoring device and to educate hospital environments in the benefits and usage of 
Capnography. In addition, the number of Company-sponsored and independent clinical 
studies by opinion leaders that were published during the first nine months of 2008 has more 
than doubled compared to the same period last year. The results of these studies, most of 
which are being published and presented at medical congresses, are providing further 
compelling evidence of the importance and benefits of capnography monitoring to improve 
patient safety, both in traditional settings, such as critical care and EMS (ambulance 
services), and in emerging environments, such as procedural sedation and pain management.  
 
Gross Profit 
The Company’s gross profit for the third quarter of 2008 increased to USD 6.8 million 
compared to USD 5.3 million for the same period last year. The gross profit for the nine-
month period ended September 30, 2008, improved by 31% to USD 18.9 million compared to 
USD 14.4 million for the same period last year. The gross margin for the three-month period 
ended September 30, 2008, increased to 56.3% compared to 54.8% for the same period last 
year. The gross margin for the nine-month period ended September 30, 2008, improved to 
55.6% compared to 53.9% for the same period last year. These increases are primarily due to 
the growth in revenues, continued success with productivity initiatives, increase in 
consumables as a percent of sales and, to a lesser extent, the effects of a weaker US Dollar 
against the Euro. 
 
Operating Expenses 
Total operating expenses were USD 5.0 million for the third quarter of 2008 compared to 
USD 3.8 million for the same period last year. Operating expenses for the nine-month period 
ended September 30, 2008, were USD 15.4 million (45% of revenues) compared to USD 11.4 
million for the same period last year (43% of revenues), an increase of 34%. 
In fiscal year 2007, due to the unexpected Physio-Control situation, the Company delayed 
several planned initiatives in sales, marketing and R&D. Because of the expectation of strong 
revenue growth this year and the attractive future growth opportunities facing Oridion, many 
of these delayed initiatives have been released during 2008. The unusually high level of 
growth in operating expenses for the first nine months of 2008 is a result both of these 
additional investments and the appreciation of the Israeli Shekel against the US Dollar.  
Excluding the effects of the Shekel appreciation, which was very significant, the growth in 
operating expenses would have been 25% relative to the nine-month period of 2007.  
 
Research and Development 
Research and development expenses increased to USD 1.2 million for the third quarter of 
2008 compared to USD 0.8 million for the same period last year. R&D expenses for the nine-
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month period ended September 30, 2008 were USD 3.4 million compared to USD 2.4 million 
for the same period last year. 
The increase in R&D expenses is attributable to more intensive programs to enhance the 
proprietary technologies contained in the Company’s hardware and consumable products, a 
significant strengthening of our IP portfolio, and the development of new and modified 
products aimed at expanding the use of Microstream® capnography, including further 
investments in the ‘Smart Capnography’ program (the latest product, ‘IPI’ – the Integrated 
Pulmonary Index – was launched last month at the American Society of Anesthesia Congress 
in Orlando, Florida). 
 
Sales and Marketing 
Sales and marketing expenses for the third quarter of 2008 increased to USD 3.0 million 
compared to USD 2.4 million for the same period last year. Sales and Marketing expenses for 
the nine-month period ended September 30, 2008, were USD 9.3 million compared to USD 
7.1 million for the same period last year. 
This growth in expenses is primarily attributable to a further increase in the management and 
support of Oridion's ambitious clinical study programs aimed at demonstrating the 
compelling benefits and clinical value offered by the Company’s CO2 monitoring products. 
The expense growth also included: a strengthening of Oridion’s product management 
activities; an increase in the support activities for Oridion’s OEM and ODN partners in their 
educational and marketing efforts; more training sessions for the growing number of 
customers that have adopted Microstream® capnography; and additional personnel needed to 
implement these intensified programs. All of these efforts are aimed at increasing the usage 
rate of Oridion’s products and capitalizing on the growing awareness in the relevant sectors 
of the healthcare community of the benefits of capnography monitoring. 
 
General and Administration 
General and Administration expenses for the third quarter of 2008 increased to USD 0.9 
million compared to USD 0.6 million for the same period of last year. General and 
Administration expenses for the nine-month period ended September 30, 2008, were USD 2.7 
million compared to USD 2.0 million for the same period last year. The increases were 
mainly due to the appreciation of the Israeli Shekel against the US Dollar. 
 
Operating Income 
Oridion earned an operating income of USD 1.7 million for the third quarter of 2008 
compared to an operating income of USD 1.5 million for the same period last year.  
The operating income for the nine-month period ended September 30, 2008 increased to USD 
3.5 million compared to an operating income of USD 2.9 million for the same period last 
year, an increase of 20%. Despite this increase, the operating margin decreased marginally to 
10.3% compared to 11.0% for the same period last year. It should be noted that excluding the 
US Dollar devaluation effect on operating expenses, the margin would have been 
approximately 3-4 percentage points higher for the nine-month period of 2008. 
 
Financing activities 
Finance expenses, net, for the third quarter of 2008 were USD 1.2 million compared to a 
finance income of USD 0.4 million for the same period last year. Finance expenses for the 
nine-month period ended September 30, 2008, were USD 0.9 million compared to finance 
income of USD 0.2 million for the same period last year. The net expense this year is 
attributable to the high volatility of the foreign exchange markets, in particular the latest 
strong rebound during the third quarter 2008 of the US Dollar against the Israeli Shekel and 
the Euro. All changes in the fair value of currency hedging contracts are recorded in net 
finance expenses. 
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Income tax benefits 
No non-cash tax benefit was recorded for the quarter. A non-cash tax benefit income of USD 
1.1 million was recorded for the nine-month period of 2008. The income benefit is the result 
of carry-forward losses, which are expected to be eliminated in several years, whereupon the 
Company’s profits will be taxed. It is likely that the actual taxes going forward at that future 
time will be at single-digit rates owing to the Company’s Approved Enterprise tax status. 
 
Net Income 
Net income for the third quarter of 2008 decreased to USD 0.5 million compared to USD 1.9 
million for the third quarter of 2007, owing to the substantial net negative finance expense. 
The net income for the nine-month period ended September 30, 2008 increased by 18% to 
USD 3.7 million compared to a net profit of USD 3.1 million for the same period of 2007.  
 
Cash Flow 
Net cash provided by operating activities was USD 2.1 million for the nine-month period of 
2008. The Company has increased its inventory levels, both for consumables and hardware, 
owing to its high growth rate and the demands of the market to have inventory "on the shelf". 
Net cash used in investing activities was USD 5.4 million owing to investments in marketable 
securities. Net cash provided by financing activities amounted to USD 0.2 million owing to 
the exercise of employee stock options. The net cash balance including marketable securities 
at the end of the period was USD 14.4 million. 
 
 
Achievements and Events during Q3, 2008 
 
The following were noteworthy events and achievements during the third quarter of 2008: 
 

 
- Oridion introduced the next in the series of Smart Capnography products, the 

Integrated Pulmonary Index (‘IPI’), at the Annual Congress of the American 
Society of Anesthesiologists (October, 2008). The objective of the IPI is to 
provide patient caregivers, such as nurses, with a simple tool that enables 
them to more rapidly and accurately assess the status and trend of a patient’s 
respiratory condition. The initial response to the IPI by leading clinicians and 
potential OEM partners participating at the Congress was highly enthusiastic. 
Once cleared by the FDA, the IPI will be offered as a standard feature on the 
current generation of Oridion OEM modules and on Oridion’s Capnostream 
20 monitor. 

 
- Oridion’s clinical studies program was extremely active in the quarter. 

Fifteen new US and international clinical papers were published or submitted 
for publication in Q3 alone. Most significant of theses studies was our 
research on the new Integrated Pulmonary Index (IPI) [510(k) pending].  
This study indicated that our new Smart Capnography IPI algorithm 
delivered results equivalent to expert bedside medical professionals assessing 
patients. The study was presented to the American Society of 
Anesthesiologists in Orlando, Florida. 

 
- Oridion signed an OEM agreement with Spacelabs Healthcare, a leading 

global medical device and service company. Spacelabs will initially employ 
Oridion Microstream® capnography technology in its new, compact and 
ultra-lightweight patient monitoring system, Elance, which shortly will be 
launched. The addition of this partnership with Spacelabs Healthcare 
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demonstrates our ability to further broaden our already existing, strong 
portfolio of leading global OEM partners.  

 
 
Outlook  
Our strong revenue growth for the quarter and the first nine months continues to reflect the 
positive developments that we are seeing in our markets. The  resumption of hardware sales 
to Physio-Control during the first nine months of 2008, in comparison with the almost 
complete stop in orders that took place in the first nine months of 2007, has had an extra 
positive impact on our growth rates so far this year. With regard to the recent turmoil in 
financial markets worldwide, we have thus far not experienced any material impact on near-
term demand in our markets. Accordingly, we are maintaining our revenue growth guidance 
of 25% for the full year 2008.  
 
Oridion management has viewed 2008 as a year to invest more actively in R&D and sales and 
marketing after the relative lull in 2007. These efforts have substantially increased our 
product pipeline in hardware, consumables and "Smart Capnography", and have substantially 
strengthened our marketing programs. The resulting significant growth in operating expenses 
(excluding the US Dollar depreciation effect) is, therefore, an investment in future growth 
and reflects management’s positive view of future market opportunities, both to expand the 
market and to carve out an increasingly strong leadership position for Oridion. 
 
With regard to earnings, during the first nine months we have had to contend with the 
combination of the weak US Dollar and the strong Israeli Shekel. This situation resulted in 
significantly higher operating costs than expected. This quarter, the current financial market 
turmoil has resulted in a rebound of the Dollar relative to the Shekel, which is having a 
beneficial effect on our Shekel-denominated operating costs. On the other hand, there has 
been a decline in the Euro relative to the Dollar, which had a negative effect on our Euro-
denominated revenues. These effects appear to be largely offsetting. As a result, we are 
maintaining our guidance of an operating margin for full-year 2008 of 12-13%. 
 
 
 
Looking beyond 2008, we recognize that we are entering a period of major economic 
uncertainty that may lead to a prolonged economic recession worldwide. However, we take 
some comfort from the fact that demand in the healthcare industry in general, and in the 
medical-device (patient monitoring) market in particular, is typically less impacted by 
economic downturns than other sectors. Notwithstanding that, we would be surprised if there 
wasn’t eventually some dampening of hospital/pre-hospital capital spending, with a possible 
softening in the demand for our OEM partners’ products and systems. 
 
Oridion’s strong growth record, however, has not been based on the growth of the patient 
monitoring, defibrillator or medication-delivery markets that our partners operate in, as these 
are all mature markets. Our growth has been based on the penetration of capnography into 
these markets, which, despite our rapid growth, remain for the most part highly under-
penetrated. Moreover, the growth drivers in the capnography market are, if anything, getting 
stronger. A major reason is the rapidly increasing body of compelling clinical evidence 
demonstrating the significant impact capnography has on improving patient care and patient 
safety.  
 
This is why our consumables business, which now is over 40% of our revenues, has become a 
major engine of growth. This year, consumables have grown by 44% during the first nine 
months compared with the same period in 2007 and this part of our business should be 
largely unaffected - in the near-medium term - by potential softening in new device sales.  
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
U.S. dollars in thousands 
 
 
 Nine months ended 

September 30,  
Year ended 

December 31, 

 2008  2007  2007 
 Unaudited   
Cash flows from operating activities:   

Net income 3,696 3,133  9,899
Adjustments required to reconcile net income to net cash 

provided by operating activities:   
Depreciation  587 529  722
Stock-based compensation expenses 475 505  540
Accrued interest on short-term bank deposits - -  (5)
Deferred tax assets (1,093) -  (4,300)
Accrued severance pay, net 84 85  95
Increase in trade receivables (354) (753)  (1,440)
Increase in other accounts receivable and prepaid expenses (194) (27)  (237)
Increase in inventories (2,707) (741)  (364)
Increase (decrease) in trade payables 1,404 (12)  (597)
Increase (decrease) in other accounts payable and accrued 

expenses 927 (842)  (639)
Interest income - (5)  -
Gain from sale of marketable securities (711) (2)  (372)

   
Net cash provided by operating activities 2,114 1,870  3,302

   
Cash flows from investing activities:   

Proceeds from sale of bank deposits 50 -  30
Investment in marketable securities (5,958) (2,616)  (3,238)
Proceeds from sale of property and equipment - -  1
Purchase of property and equipment (881) (688)  (935)
Proceeds from sale of marketable securities 1,433 113  511

   
Net cash used in investing activities (5,356) (3,191)  (3,631)

   
Cash flows from financing activities:   

Proceeds from exercise of options and issuance of shares, net 248 636  645
   
Net cash provided by financing activities 248 636  645

   
Increase (decrease) in cash and cash equivalents (2,994) (685)  316
Cash and cash equivalents at the beginning of the period  6,642 6,326  6,326

   
Cash and cash equivalents at the end of the period  3,648 5,641  6,642
   

 

The accompanying notes are an integral part of the consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
U.S. dollars in thousands 
 
 
 Nine months ended 

September 30,  
Year ended 

December 31, 
 2008  2007  2007 

 Unaudited   
Significant non-cash transactions:    

    
Other accounts receivable in respect of exercise of options  4 -  -

    
    Classification of other accounts payable to additional paid-in 
    capital     60 -  138

    
     
    Purchase of property and equipment  90 -  -
   

 

The accompanying notes are an integral part of the consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
U.S. dollars in thousands 
 
NOTE 1:- GENERAL 
 
 Oridion Systems Ltd. ("the Company") is a holding company, which wholly-owns Oridion 

Medical 1987 Ltd. and all of its subsidiaries. The Company is a medical technology company 
based in Jerusalem, Israel and Needham, Massachusetts, U.S.A. The Company employs its 
patented Microstream technology in the development, manufacturing and marketing of products 
used in its business - Capnography - the non-invasive measurement of carbon dioxide contained 
in the exhaled breath to determine the adequacy of respiration. 

 
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES 
 

The significant accounting policies applied in the annual financial statements of the Company as 
of December 31, 2007, are applied consistently in these financial statements. 

 
 
NOTE 3:- UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS  
 

The accompanying unaudited interim consolidated financial statements have been prepared in 
accordance with accounting principles generally accepted in the United States for interim 
financial information. Accordingly, they do not include all the information and footnotes 
required by accounting principles generally accepted in the United States for complete financial 
statements. In the opinion of management, all adjustments (consisting of normal recurring 
accruals) considered necessary for a fair presentation have been included. Operating results for 
the nine-month period ended September 30, 2008, are not necessarily indicative of the results 
that may be expected for the year ended December 31, 2008. 

 
 
NOTE 4:- FAIR VALUE MEASUREMENTS  
 

The Company adopted SFAS No. 157, "Fair Value Measurements," (as impacted by FSP Nos. 
157-1 and 157-2) effective January 1, 2008, with respect to fair value measurements of  
(a) non-financial assets and liabilities that are recognized or disclosed at fair value in the 
Company's financial statements on a recurring basis (at least annually) and (b) all financial 
assets and liabilities. 

  
Under SFAS No. 157, fair value is defined as the exit price, or the amount that would be 
received to sell an asset or paid to transfer a liability in an orderly transaction between market 
participants as of the measurement date. SFAS No. 157 also establishes a hierarchy for inputs 
used in measuring fair value that maximizes the use of observable inputs and minimizes the use 
of unobservable inputs by requiring that the most observable inputs be used when available. 
Observable inputs are inputs market participants would use in valuing the asset or liability 
developed based on market data obtained from sources independent of the Company. 
Unobservable inputs are inputs that reflect the Company's assumptions about the factors market 
participants would use in valuing the asset or liability developed based upon the best 
information available in the circumstances. The hierarchy is broken down into three levels. 
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2 inputs include quoted prices for similar assets or liabilities in active markets, quoted 
prices for identical or similar assets or liabilities in markets that are not active, and inputs (other 
than quoted prices) that are observable for the asset or liability, either directly or indirectly. 
Level 3 inputs are unobservable inputs for the asset or liability.  
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
U.S. dollars in thousands 
 
NOTE 4:- FAIR VALUE MEASUREMENTS (Cont.) 
 

 Categorization within the valuation hierarchy is based upon the lowest level of input that is 
significant to the fair value measurement. 

  
 Assets and liabilities that are measured at fair value on a recurring basis: 
  
 At Oridion, effective January 1, 2008, fair value under SFAS No. 157 principally applied to 

financial asset and liabilities such as available-for-sale marketable securities. These items were 
previously and will continue to be marked-to-market at each reporting period; however, the 
definition of fair value used for these mark-to-markets are now applied using SFAS No. 157. 
The information in the following paragraphs and tables primarily addresses matters relative to 
these financial assets and liabilities. Separately, there were no material fair value measurements 
with respect to non-financial assets or liabilities that are recognized or disclosed at fair value in 
the Company's financial statements on a recurring basis subsequent to the effective date of 
SFAS No. 157. 

 
 Following is a description of the valuation methodologies used for the respective financial 

assets and liabilities measured at fair value. 
  
 Available-for-sale marketable securities: 
  
 Marketable securities are valued utilizing multiple sources, as the best individual price and the 

best source of information can change from one day to the next. Therefore, a weighted average 
price is used for these securities. Market prices are obtained for these securities from a variety 
of industry standard data providers, security master files from large financial institutions, and 
other third-party sources. These multiple prices are used as inputs into a distribution-curve-
based algorithm to determine the daily fair value to be used. Oridion classifies treasury 
securities as level 1, while all other marketable securities are classified as level 2.  

 
 The following table provides information by level for assets and liabilities that are measured at 

fair value, as defined by SFAS No. 157, on a recurring basis. 
 

 Fair value Fair value measurements 

Description 
September 

30, 2008 
Level 1 Level 2  Level 3

   
Assets:    

 Cash and cash equivalents 3,648 3,648 -  -
 Available-for-sale marketable  
 securities           10,792 4,787 6,005  -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
U.S. dollars in thousands 
 
NOTE 5:- NEW ACCOUNTING PRONOUNCEMENTS  
 

 In September 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 157, 
"Fair Value Measurements." SFAS No. 157 establishes a single definition of fair value and a 
framework for measuring fair value, sets out a fair value hierarchy to be used to classify the 
source of information used in fair value measurements, and requires new disclosures of assets 
and liabilities measured at fair value based on their level in the hierarchy. This statement applies 
under other accounting pronouncements that require or permit fair value measurements. In 
February 2008, the FASB issued Staff Positions (FSPs) No. 157-1 and No. 157-2, which, 
respectively, remove leasing transactions from the scope of SFAS No. 157 and defer its 
effective date for one year relative to certain non-financial assets and liabilities. As a result, the 
application of the definition of fair value and related disclosures of SFAS No. 157 (as impacted 
by these two FSPs) was effective for Oridion beginning January 1, 2008 on a prospective basis 
with respect to fair value measurements of (a) non-financial assets and liabilities that are 
recognized or disclosed at fair value in the Company's financial statements on a recurring basis 
(at least annually) and (b) all financial assets and liabilities. This adoption did not have a 
material impact on Oridion's consolidated results of operations or financial condition. The 
remaining aspects of SFAS No. 157 for which the effective date was deferred under FSP No. 
157-2 are currently being evaluated by the Company. Areas impacted by the deferral relate to 
non-financial assets and liabilities that are measured at fair value, but are recognized or 
disclosed at fair value on a nonrecurring basis. This deferral applies to such items as non-
financial assets and liabilities initially measured at fair value in a business combination (but not 
measured at fair value in subsequent periods) or non-financial long-lived asset groups measured 
at fair value for an impairment assessment. The effects of these remaining aspects of SFAS No. 
157 are to be applied by Oridion to fair value measurements prospectively beginning January 1, 
2009. The Company does not expect them to have a material impact on Oridion's consolidated 
results of operations or financial condition.   

 
 In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets 

and Financial Liabilities". SFAS No. 159 permits an entity to choose, at specified election dates, 
to measure eligible financial instruments and certain other items at fair value that are not 
currently required to be measured at fair value. An entity reports unrealized gains and losses on 
items for which the fair value option has been elected in earnings at each subsequent reporting 
date. Upfront costs and fees related to items for which the fair value option is elected are 
recognized in earnings as incurred and not deferred. SFAS No. 159 also established presentation 
and disclosure requirements designed to facilitate comparisons between entities that choose 
different measurement attributes for similar types of assets and liabilities. SFAS No. 159 was 
effective for financial statements issued for fiscal years beginning after November 15, 2007 
(January 1, 2008 for Oridion). At the effective date, an entity could elect the fair value option 
for eligible items that existed at that date. The entity was required to report the effect of the first 
re-measurement to fair value as a cumulative-effect adjustment to the opening balance of 
retained earnings. The Company did not elect the fair value option for eligible items that existed 
as of January 1, 2008. 

  
 In June 2007, the FASB's Emerging Issues Task Force reached a consensus on EITF Issue No. 

07-3, "Accounting for Nonrefundable Advance Payments for Goods or Services to Be Used in 
Future Research and Development Activities" that required nonrefundable advance payments 
made by the Company for future R&D activities to be capitalized and recognized as an expense 
as the goods or services are received by the Company. EITF Issue No. 07-3 was effective for 
Oridion with respect to new arrangements entered into beginning January 1, 2008. The adoption  
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
U.S. dollars in thousands 
 

 
 of EITF Issue No. 07-3 did not have a material impact on Oridion's consolidated results of 

operations or financial condition. 
 
NOTE 5:- NEW ACCOUNTING PRONOUNCEMENTS (Cont.) 

 
 In December 2007, the FASB issued SFAS No. 141 (revised 2007), "Business Combinations" 

(SFAS No. 141(R)). Under SFAS No. 141(R), an entity is required to recognize the assets 
acquired, liabilities assumed, contractual contingencies, and contingent consideration at their 
fair value on the acquisition date. It further requires that acquisition-related costs be recognized 
separately from the acquisition and expensed as incurred, restructuring costs generally be 
expensed in periods subsequent to the acquisition date, and changes in accounting for deferred 
tax asset valuation allowances and acquired income tax uncertainties after the measurement 
period impact income tax expense. In addition, acquired in-process research and development 
(IPR&D) is capitalized as an intangible asset and amortized over its estimated useful life. The 
adoption of SFAS No. 141(R) will change our accounting treatment for business combinations 
on a prospective basis beginning in the first quarter of fiscal year 2009.  

   
 In March 2008, the FASB issued SFAS No. 161, "Disclosures about Derivative Instruments and 

Hedging Activities," which will require increased disclosures about an entity's strategies and 
objectives for using derivative instruments; the location and amounts of derivative instruments 
in an entity's financial statements; how derivative instruments and related hedged items are 
accounted for under SFAS No. 133, "Accounting for Derivative Instruments and Hedging 
Activities;" and how derivative instruments and related hedged items affect its financial 
position, financial performance, and cash flows. Certain disclosures will also be required with 
respect to derivative features that are credit risk-related. SFAS No. 161 is effective for Oridion 
beginning January 1, 2009 on a prospective basis. The Company does not expect this standard 
to have a material impact on Oridion's consolidated results of operations or financial condition. 

 
 
NOTE 6:- SIGNIFICANT CUSTOMERS 
 

  
Nine months ended 

September 30, 
Three months ended 

September 30,  

Year ended
December 

31, 
  2008 2007 2008  2007  2007 
  Unaudited Unaudited  Audited
  % of total revenues 
    
Customer A  28 29 28  28  26
 
Customer B 

 
25 14 25  20  18

 
Customer C 

 
7 8 5  6  10
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Walter Tabachnik, Chief Financial Officer 
Elena Gerberg, Investor Relations 
 
E-mail: investor@oridion.com 
 
Website: www.oridion.com 
 
Phone: +972 2 589 9159 
 
Address: Oridion Systems Ltd. 
 P.O. Box 45025 
 Jerusalem 91450, Israel 

 
 
Next quarterly reporting 
 
March 2, 2009  
Announcement of 4th quarter and fiscal year 2008 results 
 

 
 


