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Corporate Profile Respironics is a leading developer, manufacturer and distributor of innovative products and 

programs that serve the global sleep and respiratory markets. Focusing on emerging market needs, the Company is

committed to providing valued solutions to help improve outcomes for patients, clinicians and healthcare providers.

Respironics markets its products in more than 125 countries and employs over 3,200 associates worldwide.
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Realize the Potential. By focusing on the sleep 

and respiratory marketplaces, Respironics realizes 

the potential exists to discover new therapies, new 

solutions, and new products that serve our markets.

Respironics, with its strong tradition of pioneering

innovation, is positioned to identify these new areas 

of opportunity by anticipating customer needs and 

providing valued solutions. 

1vision
To be the worldwide leader in anticipating needs and providing valued solutions to the sleep and respiratory markets.
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From the President

Respironics has just completed another 
outstanding fiscal year with record results
for our shareholders. We excelled in our
core businesses across the divisions, enabling
us to exceed our targets and further strengthen
our balance sheet. This accomplishment
demonstrates strength and balance in our
performance, and equally reflects the success-
ful execution of our strategic plan and the
depth of our talent base.

We realize that it is our commitment to our
shareholders, customers and patients that
enables us to focus our energy, capabilities
and resources. This focus has allowed us 
to achieve success and build momentum 
for both the Company and for our market-
place. We realize that our strategic plan 
and vision have provided a solid foundation
needed to maintain this momentum and
continue this success.

Early in the year, with guidance from
Respironics’ Board of Directors, our senior
management team outlined a refined strategic
direction and introduced a new vision 
statement to drive the Company. Both 
the strategy and the vision statement are
focused on strengthening our leadership
position by understanding and anticipating
our customers’ needs within the sleep and
respiratory industries. This ‘market needs’
approach challenges Respironics to not 
only identify needs via a deep understanding
of the marketplace, but to answer those
needs with innovative solutions. Next, 
we must successfully deliver those solutions
to the marketplace. 

It is an aggressive and proactive approach
that requires all of our associates to
strengthen relationships with customers,
increase communication with one another,
and demonstrate agility in comprehending
trends in the markets. This direction has
proven to be effective since its implementa-
tion and will continue to be a driving force
in the next fiscal year. 

The strategic plan continues to emphasize
leadership in our core market segments 
of obstructive sleep apnea, our ventilation
portfolio via Total Ventilation SolutionsSM,
and our international expansion initiatives.
At the same time, the Company plans 
to extend its presence in the broader sleep 
and respiratory marketplaces, exploring 
new opportunities and seeking areas for 
continued growth. 

In the Homecare Division, diagnosis of
sleep disorders and therapy for improved
patient compliance continue to drive our
leadership in sleep medicine. Respironics’
proprietary C-Flex™ technology, inventive
patient interfaces, and diagnostic devices
provide solutions recognized in the global
sleep marketplace. Our Hospital Division’s 
comprehensive Total Ventilation Solutions
program – which incorporates invasive 
and noninvasive ventilation, as well as 
respiratory gas monitoring – offers protocols
to help accelerate the patient recovery
process and reduce overall hospital stays.
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We expect fiscal year 2005 to be another
record-breaking year. Our objective is 
to continue to reinforce our leadership 
position in our core markets and to explore
and expand new opportunities. Our associ-
ates will be focused on continued growth
driven by strategic acquisitions and organic
expansion, as well as a rich and active set 
of initiatives in under-penetrated segments
to help us achieve our corporate strategic
and fiscal goals.

I would like to extend my thanks and
appreciation to our customers, our 
shareholders and our associates for their 
continued support and commitment to 
our Company. When I consider the many
advantages we have, our dedicated and 
professional employees are at the top 
of that list. Their experience, talent and 
energy are what distinguish us from the
competition. Together, we remain focused
on serving our shareholders and customers,
and we look forward to realizing even
greater results in the new fiscal year.

Sincerely,

John Miclot
President and Chief Executive Officer19CONSECUTIVE QUARTERS OF GROWTH

Respironics’ International Division contin-
ues to expand and strengthen distribution
channels worldwide, working within each
country’s unique healthcare network to 
provide customers with the tools they need
to help treat patients.

The world’s sleep and respiratory markets
hold great potential for continued growth
and innovation. Undiagnosed patients with
sleep disorders, and the growing number 
of patients worldwide with respiratory 
diseases, present us with the opportunity 
to provide solutions to aid our customers
and their patients. As we continue to develop
solutions to meet the needs of customers in
our core markets, we also look to explore
opportunities outside of these traditional
market spaces. In order to assure the appro-
priate focus on broadening the scope of the
Company, we have initiated efforts in three
of our newer business segments: Children’s
Medical Ventures, which is focused on 
sleep and respiratory development in the
Neonatal Intensive Care Unit; Sleep Well
Ventures, which is focused on broadening
our presence in sleep beyond obstructive
sleep apnea; and respiratory drug delivery,
which is focused on expanding our product
portfolio in the area of drug delivery via 
the respiratory pathway. We are investing 
in these opportunities with the goal of
developing additional growth drivers for 
the future.
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It gives me great pleasure to report to our
shareholders that Respironics has enjoyed
another strong fiscal year and is well posi-
tioned for the future.

In the beginning, I was alone on the 
company payrolls. I knew that every nickel 
this company earned would be available
only if a happy customer had sent payment
for a product that served his or her needs.

In addition to product satisfaction, customers
would be happy only if every interaction
with the company was pleasant and satisfy-
ing. If Respironics were to succeed, cus-
tomers had to be dealing only with ethical,
committed and competent people at all 
levels within the company. This meant that
every employee was to play an important
part in keeping that customer satisfied,
either directly or behind the scenes.  

Now, almost 30 years later, on the shop
floors, in the offices and in the field,
Respironics has more than 3,200 associates
on its payroll, and continues to grow. 
Our people are recruited and retained based
on ethics, commitment and ability. They
understand that happy customers make our
world go around and make our company 
a wonderful place to work. They derive 
personal satisfaction and a sense of achieve-
ment knowing that our products have not
only changed many people’s lives for the
better, but saved many as well. And, it 
is this end result that presents the highest 
level of motivation and satisfaction for 
our people.  

Enabling our people to achieve their 
outstanding performance year after year 
is a senior management team with notable
talent, dedication, and integrity of purpose.
Their imagination, resourcefulness and 
consistent results provide a high degree 
of comfort to the Respironics’ Board of
Directors that shareholders’ interests are
remarkably well served.

Our Board of Directors is comprised of four
management people and eight outstanding
independent Directors. This group’s wide
range of business experience and acumen is
helping to reshape Respironics’ governance
policies and procedures. We do this not
only to comply with recent federal legisla-
tion and SEC regulations, but also to use
the individual and collective strengths of
our members to support and counsel the
management team. As shareholders them-
selves, these Board members are firmly 
committed and highly capable of representing
and protecting the interests of Respironics’
shareholders as a whole.

I believe that this company will continue 
to expand and realize opportunities 
worldwide. The committed people of
Respironics – with a continuity of purpose,
ethical values, focus and vision – are poised 
to carry us to a very bright future.

Thank you for your support.

Sincerely,

Gerald E. McGinnis
Advanced Technology Officer and 
Chairman of the Board

From the Chairman

RESPIRONICS, INC. 2004 ANNUAL REPORT
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Current
Respironics is the worldwide leader in the
treatment of sleep-disordered breathing –
driving success through innovation and a
deep understanding of this market segment’s
needs. Obstructive sleep apnea (OSA) 
therapy, which has been a cornerstone of
Respironics’ business, continues to be a key
growth driver of the Homecare Division.
Fifty-two million adults in the United States
suffer from OSA, and of these, 17.8 million
suffer from symptomatic and severe asymp-
tomatic OSA. Only 15 percent of those 
who suffer from OSA are currently treated
for this severe disorder. This solid market
base presents significant potential for
Respironics’ innovative diagnostic and 
therapeutic solutions. 

Our proprietary C-Flex™ technology and
innovative mask designs – devised to help
increase sleep therapy compliance by
increasing patients’ comfort – continue 
to lead the sleep market. Respironics’ 
diagnostic screening devices and lab 
systems supply the tools and information
that healthcare professionals need to diag-
nose patients’ sleep disorders. Relationships
with homecare providers, sleep labs and
physicians are robust and provide us with
insight for research, development and 
continued market expansion. 

SLEEP DISORDERS>

SLEEP THERAPY REVENUE>
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� INTERNATIONAL

Future
Understanding patient and caregiver needs
will continue to drive Respironics’ success.
The future of Respironics’ business in the
sleep marketplace extends beyond traditional
sleep-disordered breathing, treatment and
compliance. An emerging market segment
designated as “the problem sleeper” provides
significant untapped potential. Approximately
50 percent of adults in the United States
describe themselves as being “problem
sleepers” suffering from sleep disruptions
that impact their quality of life. Beyond 
traditional OSA, opportunities exist in 
helping those with airway instability, 
insomnia, disrupted circadian rhythms, 
and those people who lack general sleep
wellness. Our strategy will focus on 
offering solutions to these populations 
to help improve their quality of life.
Respironics has committed resources to
identify and provide valued solutions in 
this new frontier in sleep wellness. 



1:9
One of every nine children

will have been on a respiratory monitor 
by the time he or she is three. 
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Current
The prevalence of respiratory diseases world-
wide continues to increase. Current statistics
show that chronic obstructive pulmonary 
disease (COPD) – which includes chronic
bronchitis and emphysema – is now the fourth
leading cause of death among Americans and
is expected to become the third leading cause
by 2020. Twenty million people in the United
States suffer from asthma; seven million of
these are children. One of every nine children
will have been on a respiratory monitor by
the time he or she is three. 

To meet the needs of these growing popula-
tions, Respironics provides a broad range of
respiratory solutions, from the pre-hospital
emergency setting, to the hospital, and ulti-
mately to the home. The Company offers a
comprehensive series of ventilators, asthma
monitoring and management systems, oxygen
delivery devices, cardiac and infant monitors,
and respiratory gas analyzers to help manage
patients with respiratory disorders through-
out their lifetimes, from neonates to adults.
Respironics Total Ventilation SolutionsSM

provides a platform for managing patients in
a variety of care environments. Capabilities
include invasive ventilation, noninvasive 
ventilation and respiratory gas monitoring,
providing healthcare professionals with a
comprehensive set of options to optimize
treatment for their patients while helping 
to reduce the cost of care. 

RESPIRATORY DISORDERS>
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� INTERNATIONAL

Future
For Respironics, the opportunity to expand 
in the respiratory market space is significant.
Not only are gains anticipated in the existing
$4 billion market that Respironics participates
in today, but; the company has also targeted
certain additional segments of the $10 billion
global respiratory market. Respiratory drug
delivery systems and ambulatory oxygen 
are examples of the numerous opportunities
for expanding our market presence in this
space. Strategic acquisitions, international
expansion and a plan to broaden the product
portfolio are focused initiatives to facilitate
our advances in this growing market. 

HOSPITAL REVENUE>



7.5%
of the adults in India have

symptomatic sleep apnea.
of the adults in India have

symptomatic sleep apnea.
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Current
Strategic international acquisitions, combined
with strengthened distribution channels,
have increased Respironics’ influence in the 
global sleep and respiratory marketplaces.
Operating within six continents, the
Company supplies valued solutions to the
hospital, homecare and respiratory drug
delivery markets. 

The niche for Respironics’ products is evident.
Data shows that the percentage of people
affected by sleep-disordered breathing 
fluctuates worldwide, but on average a 
4 percent prevalence of severe symptomatic
sleep apnea syndrome is evident in popula-
tions studied. Estimates from Hong Kong
suggest that 4.1 percent of the adults 
surveyed have symptomatic sleep apnea. 
In Europe, estimates range from 4 to 6 per-
cent, and in India the number is estimated
to be 7.5 percent. 

Respiratory disease is a worldwide concern
among adults as well as children. More
than 150 million people around the globe
have been diagnosed with asthma. Chronic
obstructive pulmonary disease (COPD) is
ranked with HIV/AIDS as the fourth leading
cause of death worldwide. Data suggests
that respiratory diseases are now the most
common long-term illnesses among chil-
dren, and are most often cited as the cause
for hospital emergency room admissions. 

Future
Respironics is positioned to address the
increasing needs of populations suffering
with sleep-disordered breathing and respira-
tory illnesses worldwide. The Company’s
global network of associates is growing to
meet the challenges of the future. 

The prevalence of respiratory and sleep-
related diseases is expected to increase in 
the future. Recent projections show that, 
by 2020, chronic obstructive pulmonary
disease will escalate to become the third
leading cause of mortality, accounting for
six million deaths worldwide. Further, the
steady increase in the incidence of asthma
witnessed in recent decades is expected to
continue as a result of increased urbaniza-
tion among the world’s population. 

As awareness of sleep-disordered breathing
and apnea increases, and facilities for diag-
nosis spread, the number of patients deter-
mined to have sleep disorders and in need
of treatment is expected to grow. Emerging
markets for sleep-disordered breathing
include South America and Asia, areas
where Respironics is well established. 

INTERNATIONAL MARKET>

RESPIRONICS, INC. 2004 ANNUAL REPORT

REVENUE BY ORGANIZATION
FY2004

>

� DOMESTIC HOMECARE
� DOMESTIC HOSPITAL
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Year Ended June 30 2004 2003 2002 2001 2000

Net Sales $  759,550 $  629,817 $  494,919 $  422,438 $  368,184
Net Income 65,020 1 46,581 38,417 33,571 5,752
Diluted Earnings per Share 1.84 1 1.36 2 1.20 3 1.09 0.19 4

Diluted Shares Outstanding 35,309 34,344 32,008 30,886 30,004
Working Capital 301,032 212,787 198,966 171,985 155,095
Long-Term Obligations 26,897 16,513 59,502 80,055 108,095
Total Assets 711,139 582,196 550,911 367,295 352,577
Shareholders’ Equity 519,053 426,869 367,720 235,268 191,106

(amounts in thousands except per share data)

1 Includes the impact of restructuring and acquisition-related expenses related primarily to the restructuring of operations at the
Wallingford, Connecticut manufacturing facility. These costs reduced net income by $10,942 ($0.19 per share) in fiscal year 2004.

2 Includes the impact of restructuring and acquisition-related expenses related to the integration of Novametrix Medical Systems Inc.
(“Novametrix”) and restructuring of operations at the Kennesaw, Georgia and Wallingford, Connecticut manufacturing facilities,
and other acquisition-related costs. These costs reduced net income by $11,286 ($0.32 per share) in fiscal year 2003.

3 Includes the impact of a non-recurring purchase accounting adjustment related to reversing acquisition date inventory fair market
value adjustments as inventory was sold subsequent to the acquisition of Novametrix, restructuring and acquisition-related
expenses related to the integration of Novametrix, and an asset impairment charge. These costs reduced net income by $3,853
($0.12 per share) in fiscal year 2002.

4 Includes the impact of restructuring expenses related to the Company’s July 1999 restructuring, a specific addition to the
allowance for doubtful accounts due to a customer bankruptcy, and a one-time reduction in income tax expense. These costs
reduced net income by $19,611 ($0.66 per share) in fiscal year 2000.

Financial Highlights
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Management’s Discussion and Analysis of 
Results of Operations and Financial Condition

> RESULTS OF OPERATIONS

Fiscal Year Ended June 30, 2004, Compared to Fiscal Year Ended June 30, 2003:
Percent

Increase 
Year Ended June 30 2004 2003 (Decrease)

Net sales $759,549,845 $629,817,447 21%
Cost of goods sold 356,625,125 310,385,469 15%

402,924,720 319,431,978 26%
General and administrative expenses 

(excluding acquisition earn-out expenses) 100,231,728 83,730,678 20%
Acquisition earn-out expenses 8,533,000 2,036,000 
Sales, marketing and commission expenses 147,739,729 116,299,669 27%
Research and development expenses 29,477,699 24,047,538 23%
Contribution to foundation 2,844,475 –
Restructuring and acquisition-related expenses 10,942,352 17,788,719 (38%)
Other (income) expense, net (2,078,417) 639,520

297,690,566 244,542,124 22%
Income before income taxes 105,234,154 74,889,854 41%

Income taxes 40,214,309 28,308,365 42%
NET INCOME $ 65,019,845 $ 46,581,489 40%

Diluted earnings per share $ 1.84 $ 1.36 36%
Diluted shares outstanding 35,309,350 34,344,003

Net Sales: Net sales for the year ended June 30, 2004 were $759,550,000, representing a 21% increase over sales of
$629,817,000 recorded for the year ended June 30, 2003. The Company’s sales growth occurred across all product
groups, summarized as follows:

Year Ended June 30

Dollar Percent
2004 2003 Increase Increase

Domestic homecare products $471,645,000 62% $388,166,000 62% $ 83,479,000 22%
Domestic hospital products 95,876,000 13% 79,776,000 13% 16,100,000 20%
International products 192,029,000 25% 161,875,000 25% 30,154,000 19%
Total $759,550,000 100% $629,817,000 100% $129,733,000 21%

Domestic homecare sales for the year ended June 30, 2004 were driven primarily by growth in sales of sleep apnea
therapy devices, masks and accessories (the Company’s largest product line), which represented $66,880,000 of the
increase over the prior year, or 26% growth. The Company’s growth in sleep apnea therapy products was achieved
through the success of recent product introductions and the Company’s overall product breadth in sleep apnea 
therapy, strength of the sales force and the success of customer programs, and growth of the domestic sleep apnea
therapy market (estimated to be approximately 15% to 20%). Sales of developmental infant care products and oxygen
products constituted the majority of the remainder of the sales increase over the prior year.
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Sales of domestic hospital products for the year ended June 30, 2004 were driven primarily by growth in sales of 
hospital ventilators and accessories, which represented $13,439,000 of the increase over the prior year, or 30% growth,
evidencing the growing acceptance of the Company’s approach to the management of ventilated patients in the 
hospital setting. 

The Company’s international growth included sales from both homecare and hospital products; the most significant
increases came from homecare sleep apnea therapy devices and accessories ($19,901,000 of the increase over the
prior year) and hospital ventilation systems and accessories ($6,395,000 of the increase over the prior year). The 
primarily geographic drivers for these revenue gains were Europe and the Far East/Asia Pacific, where the Company
has made significant investments in sales force and marketing programs. In Japan, in particular, the Company has
experienced continued growth from the May 2002 acquisition of Fuji. Changes in foreign currency exchange rates
contributed $6,808,000 of revenues during the year ended June 30, 2004 (less than 1% of net sales) compared to 
the prior year. Included in net sales for the year ended June 30, 2003 are revenues of approximately $10,000,000
resulting from the demand for ventilation products associated with the treatment of SARS (severe acute respiratory
syndrome) during the fourth quarter of fiscal year 2003 that did not recur during the year ended June 30, 2004.

Gross Profit: The Company’s gross profit was 53% of net sales for the year ended June 30, 2004 compared to 51%
of net sales for the year ended June 30, 2003. The increase in gross profit percentage was primarily due to higher 
revenue, product sales mix (between sales of electro-mechanical devices and masks and accessories, and between
domestic and international sales), material cost reductions (achieved through the Company’s successful negotiations
with suppliers and product design changes), and reduced indirect manufacturing costs resulting from the Company’s
restructuring of operations at its Kennesaw, Georgia manufacturing facility. See Note P to the Consolidated Financial
Statements for additional information regarding the restructuring.

General and Administrative Expenses (excluding acquisition earn-out expenses): General and administrative expenses
were $100,232,000 (13% of net sales) for the year ended June 30, 2004 as compared to $83,731,000 (13% of net
sales) for the year ended June 30, 2003. The increase for the year ended June 30, 2004 was due primarily to higher
employee compensation, consistent with the growth of the Company’s business and the strong financial performance
achieved during the year, increases in product warranty costs, and an impairment loss on a specific investment that
experienced an other than temporary decline in fair market value (as of June 30, 2004 the total remaining carrying
value of the investment is $1,254,000).

Acquisition Earn-out Expenses: During the years ended June 30, 2004 and 2003, the Company incurred acquisition
earn-out expenses related to the Company’s May 2002 Fuji acquisition of $8,533,000 (1% of net sales) and
$2,036,000 (less than 1% of net sales), respectively. The increase in this expense compared to the prior year was 
due to Fuji’s positive financial performance during the year ended June 30, 2004. See Note Q to the Consolidated
Financial Statements for additional information regarding the Fuji acquisition.

Sales, Marketing and Commission Expenses: Sales, marketing and commission expenses were $147,740,000 
(19% of net sales) for the year ended June 30, 2004 as compared to $116,300,000 (18% of net sales) for the year
ended June 30, 2003. The increase was driven by higher variable sales force compensation consistent with the
increase in sales levels from the prior year. Also during the year ended June 30, 2004, the Company made significant
investments in sales and marketing programs and sales force, especially in international markets.

Research and Development Expenses: Research and development expenses were $29,478,000 (4% of net sales) 
for the year ended June 30, 2004 as compared to $24,047,000 (4% of net sales) for the year ended June 30, 2003. 
The increases were due to the Company’s continuing commitment to research, development and new product intro-
ductions. New product introductions in 2004 included the REMstar Plus with C-Flex CPAP device; BiPAP Pro II 
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with Bi-Flex and BiPAP Plus bi-level obstructive sleep apnea therapy unit; new masks, including the Comfort Lite,
ComfortGel, Contour Deluxe, Performa Classic, and Performa Trak; product software enhancements to the Encore
Pro Patient Data Management Software, Sleep Link, and Esprit ventilation system; the NICO version 5.0 cardiac 
output monitoring system; and the Millennium M10 Concentrator. In addition, the PLV-C portable volume ventilator
and neonatal CPAP received 510(k) approval from the FDA during the year ended June 30, 2004, and are scheduled
for market release during the 2005 fiscal year. Significant product development efforts are ongoing, and new product
launches in many of the Company’s major product lines are scheduled for the next six to eighteen months. Additional
development work and clinical trials are being conducted in certain product areas and markets outside the Company’s
current core products and patient groups.

Contribution to Foundation: During the year ended June 30, 2004, the Company made contributions totaling
$2,844,000 (less than 1% of net sales) to the newly established Respironics Sleep and Respiratory Research
Foundation (the “Foundation”). The Foundation was formed for scientific, educational, and charitable purposes and
will be used to promote awareness of and research into the medical consequences of sleep and respiratory problems.

Restructuring and Acquisition-Related Expenses: During the year ended June 30, 2004, the Company incurred
restructuring and acquisition-related expenses of $10,942,000, related primarily to the restructuring of operations at the
Wallingford, Connecticut manufacturing facility. See Notes P and Q to the Consolidated Financial Statements for
additional information regarding restructuring and acquisition-related expenses.

During the year ended June 30, 2003, the Company incurred restructuring and acquisition-related expenses of
$18,144,000, related to the integration of Novametrix and restructuring of operations at the Kennesaw, Georgia and
Wallingford, Connecticut manufacturing facilities, and other acquisition-related costs. Of this amount, $17,789,000 
is included in restructuring and acquisition-related expenses, and $355,000 is included in cost of goods sold in the
Consolidated Statement of Operations for the year ended June 30, 2003. 

Other (Income) Expense, Net: Other (income) expense, net was $(2,078,000) for the year ended June 30, 2004 as
compared to $640,000 for the year ended June 30, 2003. The change was due to realized and unrealized foreign 
currency exchange gains primarily caused by the strengthening Japanese Yen and Euro against the U.S. Dollar 
during the year ended June 30, 2004, offset by recognized losses on designated cash flow hedges that are more fully
described in Note I to the Consolidated Financial Statements. Also contributing to the change were lower interest
expenses resulting from a reduction in the amount of outstanding borrowings under the Company’s Revolving Credit
Agreement and larger cash balances, offset by higher amounts of long-term equipment financing (and related interest
expense) at Fuji.

Income Taxes: The Company’s effective income tax rate was approximately 38% for the years ended June 30, 2004
and 2003. The income tax benefits associated with various ongoing tax planning strategies, primarily in the state 
and international tax areas, were offset by higher acquisition earn-out expenses, which are not deductible for income
tax purposes.

The Company has not provided a valuation allowance for deferred income tax assets because it has determined that 
it is more likely than not that such assets can be realized, at a minimum, through carrybacks to prior years in which
taxable income was generated.

MANAGEMENT’S DISCUSSION AND ANALYSIS continued…>
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Net Income: As a result of the factors described above, the Company’s net income was $65,020,000 (9% of net sales)
or $1.84 per diluted share for the year ended June 30, 2004 as compared to net income of $46,581,000 (7% of net
sales) or $1.36 per diluted share for the year ended June 30, 2003. The restructuring and acquisition-related expenses
described above constituted a reduction of $0.19 and $0.32 per diluted share on an after-tax basis, respectively, for
the years ended June 30, 2004 and 2003.

Fiscal Year Ended June 30, 2003, Compared to Fiscal Year Ended June 30, 2002:
Percent 

Year Ended June 30 2003 2002 Increase

Net sales $629,817,447 $494,918,654 27%
Cost of goods sold 310,385,469 260,795,012 19%

319,431,978 234,123,642 36%
General and administrative expenses 

(excluding acquisition earn-out expenses) 83,730,678 60,718,793 38%
Acquisition earn-out expenses 2,036,000 –
Sales, marketing and commission expenses 116,299,669 86,188,885 35%
Research and development expenses 24,047,538 17,317,462 39%
Restructuring and acquisition-related expenses 17,788,719 4,294,120 
Other (income) expense, net 639,520 1,568,165

244,542,124 170,087,425 44%
Income before income taxes 74,889,854 64,036,217 17%

Income taxes 28,308,365 25,619,349 10%
NET INCOME $ 46,581,489 $ 38,416,868 21%

Diluted earnings per share $ 1.36 $ 1.20 13%
Diluted shares outstanding 34,344,003 32,008,359

Net Sales: Net sales for the year ended June 30, 2003 were $629,817,000, representing a 27% increase over sales of
$494,919,000 recorded for the year ended June 30, 2002. The Company’s sales growth occurred across all product
groups, summarized as follows:

Year Ended June 30

Dollar Percent
2003 2002 Increase Increase

Domestic homecare products $388,166,000 62% $339,339,000 69% $ 49,177,000 14%
Domestic hospital products 79,776,000 13% 57,468,000 11% 21,959,000 38%
International products 161,875,000 25% 98,112,000 20% 63,762,000 65%
Total $629,817,000 100% $494,919,000 100% $134,898,000 27%

Domestic homecare sales for the year ended June 30, 2003 were driven primarily by growth in sales of sleep apnea
therapy devices, masks and accessories (the Company’s largest product line), and sales of developmental infant care
products acquired from Novametrix, partially offset by decreases in sales of the Company’s home oxygen products. 



20

Sales of domestic hospital products for the year ended June 30, 2003 were driven primarily by growth in sales of 
hospital ventilators and accessories and sales of cardiorespiratory monitoring devices acquired from Novametrix. 

The Company’s growth internationally included sales from both homecare and hospital products, with the most 
significant increases coming from homecare sleep apnea therapy devices, incremental revenues resulting from the
Novametrix and Fuji acquisitions, and demand for ventilation products associated with the treatment of SARS 
during the fourth quarter of fiscal year 2003.

In total, sales for the year ended June 30, 2003 included approximately $35,400,000 of incremental net sales from
the products of Novametrix, a leading cardiorespiratory monitoring company that was acquired by the Company
during the fourth quarter of fiscal year 2002. Sales for the year ended June 30, 2003 also included approximately
$28,500,000 of incremental sales for Fuji, a provider of respiratory products and services in which the Company
obtained a majority interest in the fourth quarter of fiscal year 2002. The Company’s results of operations include 
the results of both companies since the acquisition dates. For additional information regarding Novametrix and Fuji,
see Note Q to the Consolidated Financial Statements.

Excluding the acquired revenues, sales for the year ended June 30, 2003 represented a 14% increase over sales
recorded for the year ended June 30, 2002.

Gross Profit: The Company’s gross profit was 51% of net sales for the year ended June 30, 2003 compared to 
47% of net sales for the year ended June 30, 2002. The increase in gross profit percentage was primarily due to 
higher revenue, product sales mix, cost reductions, and the impact of higher gross margins from acquired entities.

General and Administrative Expenses (excluding acquisition earn-out expenses): General and administrative expenses
were $83,731,000 (13% of net sales) for the year ended June 30, 2003 as compared to $60,719,000 (12% of net
sales) for the year ended June 30, 2002. The increase for the year ended June 30, 2003 was due primarily to general
and administrative expenses for the Company’s two acquired companies, Novametrix and Fuji. The remaining
increases in general and administrative expenses resulted from higher spending in a variety of areas, including employee
compensation and information systems, consistent with the growth of the Company’s business, and increases in business
insurance and product warranty costs. General and administrative expenses for the year ended June 30, 2002 included
goodwill amortization expense in the amount of $3,507,000. As of July 1, 2002 the Company ceased amortizing
goodwill due to the adoption of Financial Accounting Standards Board Statement No. 142, “Goodwill and Other
Intangible Assets.” For additional information, see Note A to the Consolidated Financial Statements.

Sales, Marketing and Commission Expenses: Sales, marketing and commission expenses were $116,300,000 (18% 
of net sales) for the year ended June 30, 2003 as compared to $86,189,000 (17% of net sales) for the year ended 
June 30, 2002. The majority of the increase was due to sales and marketing expenses for the Company’s two acquired
companies, Novametrix and Fuji, and increases in sales levels from the year ago periods. The remainder of the
increase was due to increased investments in the Company’s core sales and marketing programs.

Research and Development Expenses: Research and development expenses were $24,047,000 (4% of net sales) for
the year ended June 30, 2003 as compared to $17,317,000 (3% of net sales) for the year ended June 30, 2002. A 
significant amount of the increase in absolute dollars was due to research and development expenses incurred at
Novametrix. The remaining increases were due to the Company’s continuing commitment to research, development,
and new product introductions. In the 2003 fiscal year, several new products were introduced, such as the REMstar
Pro with C-Flex, REMstar Plus True Compliance, and REMstar Lite CPAP devices; the Synchrony Avaps bi-level
obstructive sleep apnea therapy unit; new masks, including the ComfortFull and Image 3 Deluxe; product software
enhancements including the Encore Pro communication link, Sleep Link with modem, and enhancements to the Esprit
ventilation system; and the Stardust II diagnostic unit. 

MANAGEMENT’S DISCUSSION AND ANALYSIS continued…>
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Restructuring and Acquisition-Related Expenses: During the year ended June 30, 2003, the Company incurred
restructuring and acquisition-related expenses of $18,144,000, related to the integration of Novametrix and restructuring
of operations at the Kennesaw, Georgia and Wallingford, Connecticut manufacturing facilities, and other acquisition-
related costs. Of this amount, $17,789,000 is included in restructuring and acquisition-related expenses, and $355,000
is included in cost of goods sold in the Consolidated Statement of Operations for the year ended June 30, 2003. See
Notes P and Q to the Consolidated Financial Statements for additional information regarding restructuring and
acquisition-related expenses.

As part of the acquisition of Novametrix, during the fourth quarter of fiscal year 2002, the Company incurred a 
non-recurring purchase accounting adjustment in cost of goods sold of $1,653,000 related to reversing acquisition
date inventory fair market value adjustments as inventory was sold subsequent to the acquisition. Also during the
fourth quarter of fiscal year 2002, the Company incurred restructuring and acquisition-related expenses of $2,288,000
related to the Novametrix acquisition, primarily for the elimination and centralization of certain duplicate back-office
functions. During the fourth quarter of fiscal year 2002, the Company also incurred an impairment charge of
$2,006,000, representing the write-off of intangible assets, inventory, and fixed assets related to an oxygen monitor-
ing technology development project that was cancelled based in part on the results of a review of that technology by 
engineers at Novametrix.

Other (Income) Expense, Net: Other (income) expense was $640,000 for the year ended June 30, 2003 as compared
to $1,568,000 for the year ended June 30, 2002. The decrease was due to reductions in the amount of outstanding
borrowings and interest rates under the Company’s Revolving Credit Agreement.

Income Taxes: The Company’s effective income tax rate was approximately 38% for the year ended June 30, 2003 
as compared to 40% for the year ended June 30, 2002. This reduction was due primarily to the impact of eliminating
non-deductible goodwill amortization effective July 1, 2002, and the income tax benefits associated with various
ongoing tax planning strategies.

The Company has not provided a valuation allowance for deferred income tax assets because it has determined that it
is more likely than not that such assets can be realized, at a minimum, through carrybacks to prior years in which
taxable income was generated.

Net Income: As a result of the factors described above, the Company’s net income was $46,581,000 (7% of net sales)
or $1.36 per diluted share for the year ended June 30, 2003 as compared to net income of $38,417,000 (8% of net
sales) or $1.20 per diluted share for the year ended June 30, 2002. The restructuring and acquisition-related expenses
described above constituted a reduction of $0.32 and $0.12 per diluted share on an after-tax basis, respectively, for
the years ended June 30, 2003 and 2002.

> FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

The Company had working capital of $301,032,000 at June 30, 2004 and $212,787,000 at June 30, 2003. Net cash
provided by operating activities for the year ended June 30, 2004 was $140,937,000, compared to $124,293,000 for
the year ended June 30, 2003 and $87,484,000 for the year ended June 30, 2002. The increase in cash provided by
operating activities for all years was primarily due to an increase in net income before the impact of depreciation and
amortization expense. Fiscal year 2003 cash flow was also positively impacted by increases in accrued expenses in
excess of the increases in these balances in the prior year.
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Net cash used by investing activities was $62,386,000, $47,444,000, and $44,556,000 for fiscal years 2004, 2003,
and 2002, respectively. The majority of the cash used by investing activities for all periods represented capital expen-
ditures, including the purchase of leasehold improvements, production equipment, computer hardware and software,
telecommunications and office equipment; in the years ended June 30, 2004 and 2003, the production of equipment
leased to customers; and in the 2002 fiscal year, the purchase of the Company’s corporate headquarters facility. In the
current fiscal year, cash used by investing activities also includes the Company’s acquisition of Caradyne, which is more
fully described in Note Q to the Consolidated Financial Statements. In the year ended June 30, 2003, cash used by
investing activities also included transaction costs related to the Novametrix acquisition and the Company’s acquisi-
tion of the BiliChek Non-invasive Bilirubin Analyzer product line from SpectRx, Inc. that are more fully described in
Note Q to the Consolidated Financial Statements. In fiscal year 2002, cash used by investing activities also included
the purchase price paid for Novametrix and Fuji, net of cash acquired. In addition, cash used by investing activities 
in all three fiscal years included the acquisition of intangible assets and additional purchase price paid for previously
acquired businesses pursuant to the terms of the acquisition agreements. The funding for investing activities in all
periods was provided by positive cash flow from operating activities and accumulated cash and cash equivalents.

Net cash provided by financing activities of $17,995,000 during the year ended June 30, 2004 consists primarily 
of proceeds from the issuance of common stock under the Company’s stock option plans. During the years ended
June 30, 2003 and 2002, cash used by financing activities of $43,284,000 and $7,914,000, respectively, consists of
repayments under the Company’s various long-term obligations, partially offset by proceeds from the issuance of
common stock under the Company’s stock option plans. The Company repaid $10,494,000 on its long-term obliga-
tions during the year ended June 30, 2004, including the remaining $10,000,000 balance that was outstanding under
the Revolving Credit Facility in August 2003. Offsetting these repayments, the Company received $10,419,000 in
proceeds from equipment financing at its Fuji subsidiary in Japan. Debt pay-downs, net of borrowings, were
$53,527,000 and $16,667,000 for the 2003 and 2002 fiscal years, respectively. 

On August 1, 2002 one of the Company’s significant homecare dealer customers announced that it filed a voluntary
petition to reorganize under Chapter 11 of the U.S. Bankruptcy Code in order to restructure its bank debt. On 
July 1, 2003, the U.S. Bankruptcy Court approved the customer’s reorganization plan. The confirmed plan allowed
the customer to continue its business operations uninterrupted, and all creditors and vendors were to be paid 100%
of all amounts they were owed, either immediately or over time with interest. The Company received all scheduled
installment payments on its pre-petition balance during the year ended June 30, 2004 based on the reorganization plan.

The Company believes that its sources of funding – consisting of projected positive cash flow from operating activities,
the availability of additional funds under its revolving credit facility (totaling approximately $149,006,000 at 
June 30, 2004), and its accumulated cash and cash equivalents – will be sufficient to meet its current and presently
anticipated short-term and long-term needs for operating activities (including payments against restructuring accruals),
investing activities, and financing activities (primarily consisting of scheduled payments on long-term debt).

> CONTRACTUAL OBLIGATIONS AND OFF-BALANCE SHEET ARRANGEMENTS

The Company has contractual financial obligations and commercial financial commitments consisting primarily of
long-term debt, capital lease obligations, and non-cancelable operating leases. See Notes G and J to the Consolidated
Financial Statements for additional information about these obligations and commitments. The composition and
nature of these obligations and commitments have not changed materially since June 30, 2003.

On August 19, 2002, the Company entered into a Revolving Credit Agreement with a group of banks under which a
total of $150,000,000 is available through August 2005 with terms and financial covenants similar to those contained

MANAGEMENT’S DISCUSSION AND ANALYSIS continued…>
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in the Company’s prior credit facility. The new Revolving Credit Agreement is unsecured and contains certain financial
covenants with which the Company must comply. The Company is currently in compliance with these covenants. 
The interest rate on the revolving credit facility is based on a spread over the London Interbank Borrowing Rate
(“LIBOR”). As of June 30, 2004, no amounts are outstanding under the Revolving Credit Facility.

Subsequent to June 30, 2004, the Company amended the Revolving Credit Agreement to extend the maturity date
through August 31, 2009. The Revolving Credit Facility has substantially the same terms after the amendment (but
generally more favorable and flexible to the Company, including potentially lower interest rate spreads over LIBOR
and greater flexibility to make investments).

The following table summarizes significant contractual obligations and commercial commitments of the Company as
of June 30, 2004:

Contractual Obligations and Commercial Commitments
Payments Due by Period

Contractual Obligations Total Up to 1 Year 1-3 Years 3-5 Years Over 5 Years

Long-term debt $ 3,685,000 $ 486,000 $ 3,199,000 $ – $ –
Capital lease obligations 33,748,000 10,051,000 18,013,000 5,684,000 –
Operating leases 33,397,000 8,892,000 11,968,000 7,169,000 5,368,000
Amounts payable to selling parties 

of previously acquired businesses 14,047,000 1,338,000 12,709,000 – –
TOTAL CONTRACTUAL OBLIGATIONS $ 84,877,000 $ 20,767,000 $ 45,889,000 $ 12,853,000 $ 5,368,000

Amount of Commitment Expiration Per Period

Total Amounts 
Other Commercial Commitments Committed Up to 1 Year 1-3 Years 3-5 Years Over 5 Years

Letters of credit $ 1,198,000 $ 1,198,000 $ – $ – $ –

In addition to the amounts payable to the selling parties of previously acquired businesses that are set forth in the
contractual obligations and commercial commitments table above, the Company may be obligated to make additional
future payments under earn-out provisions pertaining to the acquisitions of Fuji, BiliChek, and Caradyne for which the
total amount of the obligations will not be known until the occurrence of future events. The amounts reflected in the
contractual obligations and commercial commitments table above include the future payments that have accrued as of
June 30, 2004 in accordance with the earn-out provisions and the Company’s other fixed obligations under the acquisition
agreements. See Note Q to the Consolidated Financial Statements for additional information about these obligations.

The contractual obligations and commercial commitments table above does not reflect obligations under purchase
orders that arise in the ordinary course of business and that are typically fulfilled within ninety days. In addition to
ordinary course purchase orders, the Company enters into supply agreements and distribution agreements in the 
ordinary course of business, some of which make the purchase of minimum quantities of products a condition to
exclusivity or to obtaining or retaining more favorable pricing. Since failure to purchase the minimum amounts under
these agreements generally does not result in a breach of contract, but only to an option on the part of the vendor 
to terminate the Company’s exclusivity or increase the product prices the Company pays to the vendor, they are not
included in the contractual obligations and commercial commitments table above.

In connection with customer leasing programs, the Company uses independent leasing companies for the purpose of
providing financing to certain customers for the purchase of the Company’s products. The Company is contingently
liable, in the event of a customer default, to the leasing companies within certain limits for unpaid installment receiv-
ables initiated by or transferred to the leasing companies. The transfers of certain of these installment receivables meets
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the criteria of Financial Accounting Standards Board (“FASB”) Statement No. 140, “Accounting for Transfers and
Servicing of Financial Assets and Extinguishment of Liabilities,” and therefore are not recorded on the Company’s
financial statements. The total exposure for unpaid installment receivables meeting these criteria and not recorded on
the Company’s financial statements was approximately $13,950,000 at June 30, 2004 as compared to $12,147,000 at
June 30, 2003. The estimated fair value of the Company’s contingent recourse guarantee is $581,000 and $252,000
as of June 30, 2004 and 2003, respectively. Approximately 8% of the Company’s net sales were made under these
financing arrangements during the year ended June 30, 2004, of which a portion was made with recourse. The
Company is not dependent on these off-balance sheet arrangements.

The remainder of these installment receivables (consisting of installment receivables acquired as part of the Novametrix
acquisition) do not meet the criteria of FASB No. 140 and therefore are recorded as collateralized borrowing arrange-
ments. Accordingly, at June 30, 2004 and 2003, the Company has included $1,049,000 of receivables sold with
recourse in prepaid expenses and other current assets, and has recorded offsetting amounts at those dates in accrued
expenses and other current liabilities. Effective March 31, 2003, the Company entered into an agreement with the
third party financing company that is counter-party to these receivables. The terms of the agreement place a cap on
the Company’s recourse obligation at $1,049,000. 

> QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is exposed to market risk from changes in interest rates and foreign exchange rates.

Interest Rates: The Company’s primary interest rate risk relates to its long-term debt obligations. At June 30, 2004,
the Company had total long-term obligations, including the current portion of those obligations, of $37,433,000. 
Of that amount, $37,233,000 was in fixed rate obligations and $200,000 was in variable rate obligations. As of 
June 30, 2004, a 10% change in interest rates would not have a material impact on the Company’s results of operations.
The Company has no interest rate hedging agreements.

Foreign Exchange Rates: The Company’s functional currency is the U.S. Dollar, and a substantial majority of the
Company’s sales, expenses, and cash flows are transacted in U.S. Dollars. The Company also conducts business in
various foreign currencies, primarily the Japanese Yen, the Euro, the Hong Kong Dollar and the Chinese Yuan. 
As part of the Company’s risk management strategy, the Company put in place a hedging program beginning on 
July 1, 2003 under which the Company enters into foreign currency option and forward contracts to hedge a portion
of cash flows denominated in Japanese Yen. These contracts are entered into to reduce the risk that the Company’s
earnings and cash flows, resulting from certain forecasted and recognized currency transactions, will be affected 
by changes in foreign currency exchange rates. See Note I to the Consolidated Financial Statements for additional
information about the Company’s foreign currency hedging activities.

For the year ended June 30, 2004, sales denominated in currencies other than the U.S. Dollar totaled $103,092,000,
or approximately 14% of net sales. An adverse change of 10% in exchange rates would have resulted in a decrease in
sales of $9,372,000 for the year ended June 30, 2004 had no currency hedging contracts been put in place. Foreign
currency gains included in the determination of the Company’s net income, including amounts related to designated
cash flow hedges, were $3,311,000 for the year ended June 30, 2004.

Inflation: Inflation has not had a significant effect on the Company’s business during the periods discussed.

MANAGEMENT’S DISCUSSION AND ANALYSIS continued…>
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> NEW ACCOUNTING PRONOUNCEMENTS

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” in an effort 
to expand upon and strengthen existing accounting guidance that addresses when a company should include in its
financial statements the assets, liabilities and activities of variable interest entities, including special-purpose entities 
or off-balance sheet structures. The consolidation requirements of FIN No. 46 apply immediately to variable interest
entities created after January 31, 2003. As amended, the consolidation requirements apply to older entities in the first
fiscal year or interim period ending after March 15, 2004. Certain of the disclosure requirements apply in all financial
statements issued after January 31, 2003, regardless of when the variable interest entity was established. The impact
of adopting FIN No. 46 was not material to the Company’s financial position and results of operations. 

In April 2003, the FASB issued Statement of Financial Accounting Standards No. 149, “Amendment of Statement 133
on Derivative Instruments and Hedging Activities.” This statement amends and clarifies financial accounting and
reporting for derivative instruments, including certain derivative instruments embedded in other contracts and for
hedging activities under FASB No. 133. This statement is effective for contracts entered into or modified after 
June 30, 2003 and for hedging relationships designated after June 30, 2003. The impact of adopting FASB No. 149
was not material to the Company’s financial position and results of operations.

In May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, “Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity.” This statement affects the issuer’s account-
ing for three types of freestanding financial statements: mandatorily redeemable shares, put and forward purchase
contracts that require the issuer to buy back some of its shares in exchange for cash or other assets, and certain obli-
gations that can be settled in shares. This statement is effective for all financial instruments entered into or modified
after May 31, 2003, and otherwise effective at the beginning of the first interim period beginning after June 15, 2003.
The impact of adopting FASB No. 150 was not material to the Company’s financial position and results of operations.

In December 2003, the SEC published Staff Accounting Bulletin (SAB) No. 104, “Revenue Recognition.” This 
SAB updates portions of the SEC staff’s interpretive guidance provided in SAB 101 and included in Topic 13 of the
Codification of Staff Accounting Bulletins. SAB 104 deletes interpretive material no longer necessary, and conforms
the interpretive material retained, because of pronouncements issued by the FASB’s EITF on various revenue recognition
topics, including EITF 00-21, “Revenue Arrangements with Multiple Deliverables.” SAB No. 104 also incorporates
into the SAB Codification certain sections of the SEC staff’s “Revenue Recognition in Financial statements –
Frequently Asked Questions and Answers.” SAB No. 104 does not have a material impact on the Company’s financial
position and results of operations since the Company’s revenue recognition practices previously conformed to the
interpretations codified by SAB No. 104.

> CRITICAL ACCOUNTING POLICIES

The Company’s Consolidated Financial Statements are prepared in accordance with accounting principles generally
accepted in the United States, which require the Company to make estimates and assumptions that may affect the
reported financial condition and results of operations should actual results differ. The Company bases its estimates
and assumptions on the best available information and believes them to be reasonable under the circumstances. 
The Company believes that of its significant accounting policies, the following may involve a higher degree of 
judgment and complexity.
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Revenue Recognition: The Company’s revenues are recognized when title to product passes to the customer, which
generally occurs upon shipment to a customer location and, in the case of rental revenue and long-term service con-
tracts, is recognized ratably over the period the product is rented or service is performed. The Company’s revenue
transactions are sometimes made pursuant to standard terms and conditions included in distributor agreements and
customer contracts. These contracts generally include price lists that apply to specified products shipped to customers
during the terms of their agreement. These contracts also generally include rights of return provisions that only permit
customers to return sold product in the case of defective product or order entry, shipping, or similar error made by
the Company. Product returns, which are recorded as a reduction of net sales and cost of sales, are generally insignifi-
cant in relation to net sales. The Company accrues for estimated sales returns and allowances based on historical
trends, adjusted for specific product programs and individual transactions where appropriate. The Company does 
not offer variable sales prices for subsequent events; all prices are fixed when customers’ orders are received. Certain
customers’ and group purchasing organizations’ contracts provide customers with price rebates based on their level 
of purchases from the Company. Rebates are accrued by the Company as a reduction in net sales as they are earned
by customers. Price discounts that may be awarded to customers for payment of invoices within specified periods are
recorded as reductions to net sales at the time of payment and are generally insignificant in relation to net sales. As
part of the Company’s sales process, pricing discounts may be provided for large orders to support sales initiatives,
including new product introductions. In the Company’s domestic sales activities, a number of independent manufac-
turers’ representatives are used to sell the Company’s products. These independent representatives are paid a direct
commission on sales made to customers in their respective territories and are an integral component of the Company’s
domestic sales force. The Company does not ship or sell its products to these representatives, and therefore does 
not recognize any revenue from transactions with these independent representatives. The Securities and Exchange
Commission’s Staff Accounting Bulletin (“SAB”) Nos. 101 and 104, “Revenue Recognition,” provides guidance on
the application of generally accepted accounting principles to selected revenue recognition issues. The Company has
concluded that its revenue recognition policy is appropriate and in accordance with generally accepted accounting
principles and SAB Nos. 101 and 104.

Allowance for Uncollectible Accounts Receivable: Accounts receivable are reduced by an allowance for amounts that
may become uncollectible in the future. Provisions to increase the allowance for uncollectible accounts receivable 
are recorded as a component of general and administrative expenses in the Company’s Consolidated Statements of
Operations during the fiscal years ended June 30, 2004, 2003, and 2002. Substantially all of the Company’s receivables
are due from healthcare product providers, distributors, and hospitals. The Company’s customers are located
throughout the United States and around the world. A significant portion of products sold to providers, distributors,
and hospitals, both foreign and domestic, is ultimately funded through government reimbursement programs or
through private insurance programs. As a consequence, changes in these programs can have an adverse impact on 
distributor and hospital liquidity and profitability. In addition, because a concentration of market share exists in 
the homecare product industry in the United States among national and large regional providers, the Company 
experiences a comparable concentration of credit risk with these customers. The estimated allowance for uncollectible
amounts is based primarily on the Company’s evaluation of the payment pattern, financial condition, cash flows, and
credit history of its customers as well as current industry and economic conditions. Adverse changes in these factors
may impair the ability of the Company’s customers to make payments; as a consequence, additional allowances for
uncollectible accounts receivable may be required. The Company is also contingently liable, within certain limits, in the
event of a customer default on unpaid installment receivables initiated by or transferred to several independent leasing
companies in connection with customer leasing programs. The Company monitors the collection status of these install-
ment receivables and provides amounts necessary for estimated losses in the allowance for doubtful accounts.

MANAGEMENT’S DISCUSSION AND ANALYSIS continued…>
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Inventories and Related Allowance for Obsolete and Excess Inventory: Inventories are valued at the lower of cost or
market value and have been reduced by an allowance for excess and obsolete inventories. Provisions to increase the
allowance for obsolete and excess inventory are recorded as a component of cost of goods sold in the Company’s
Consolidated Statements of Operations during the fiscal years ended June 30, 2004, 2003, and 2002. The estimated
allowance is based on the Company’s review of inventories on hand compared to historical and estimated future
usage and sales. If it is determined that inventory on hand is in excess of estimated future usage and sales because 
of changes in competitive conditions, new product introductions, product obsolescence, changes in customer demand,
or other reasons, additional allowances for obsolete and excess inventory may need to be provided. The establishment
of these additional allowances may have an adverse impact on earnings, depending on the extent and amount of
inventory affected.

Intangible Assets: Intangible and product technology related assets are amortized to expense over their useful lives.
These useful lives are based on the Company’s estimates of the period that the assets will generate positive cash flows.
Intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable. If such carrying amounts are determined to be unrecoverable because
of changes in technology, extended delays in obtaining regulatory approval, competition, significant changes in the
Company’s strategic business objectives, utilization of the asset, or other reasons, the carrying amounts would be
written down to their fair market values. These adjustments may have an adverse impact on earnings, depending 
on the significance of the carrying amounts and the extent of the required adjustments.

Contingencies: As a normal part of its business operations, the Company incurs liabilities that may be difficult to
quantify precisely, such as future warranty obligations, potential liabilities relating to legal or regulatory matters, 
and tax exposures. The Company follows the requirements of Statement of Financial Accounting Standards No. 5,
“Accounting for Contingencies,” which dictate when a charge to income should be taken to accrue for a loss contin-
gency. These requirements necessitate the application of judgment regarding the likelihood and amount of the liability.

> CAUTIONARY STATEMENT FOR PURPOSES OF THE “SAFE HARBOR”
PROVISIONS OF THE PRIVATE SECURITIES REFORM ACT OF 1995

The statements contained in this Annual Report, including those contained in “Management’s Discussion and
Analysis of Results of Operations and Financial Condition,” along with statements in reports filed with the Securities
and Exchange Commission, external documents and oral presentations which are not historical are “forward-looking
statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21B of the
Securities Exchange Act of 1934, as amended. These forward-looking statements represent the Company’s present
expectations or beliefs concerning future events. The Company cautions that such statements are qualified by important
factors that could cause actual results to differ materially from the expected results included in the forward-looking
statements. Those factors include, but are not limited to, the following: developments in the healthcare industry; 
the success of the Company’s marketing, sales and promotion programs; future sales and acceptance of the
Company’s products and programs; the timing and success of new product introductions; new product development; 
anticipated cost savings; FDA and other regulatory requirements and enforcement actions; future results from acquisi-
tions; growth rates in foreign markets; regulations and other factors affecting operations and sales outside the United
States (including potential future effects of the change in sovereignty of Hong Kong); foreign currency fluctuations;
customer consolidation and concentration; increasing price competition and other competitive factors in the sale 
of products; interest rate fluctuations; expiration of intellectual property rights; intellectual property and related 
litigation; other litigation; future levels of earnings and revenues; and third party reimbursement.
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Consolidated Balance Sheets
At June 30 2004 2003

> ASSETS
Current Assets

Cash and cash equivalents $192,445,866 $ 95,900,114
Trade accounts receivable 140,633,793 128,126,999
Inventories 85,539,100 83,986,140
Prepaid expenses and other current assets 8,621,042 7,890,194
Deferred income tax benefits 25,373,010 24,111,838

Total current assets 452,612,811 340,015,285

Property, Plant and Equipment
Land 3,214,679 2,868,310
Buildings 17,258,260 16,888,036
Production and office equipment 245,978,933 218,839,491
Leasehold improvements 7,989,040 7,630,418

274,440,912 246,226,255
Less allowances for depreciation and amortization 163,383,655 147,546,282

111,057,257 98,679,973
Other Assets 37,466,117 34,591,712
Goodwill 110,003,068 108,909,352
TOTAL ASSETS $711,139,253 $582,196,322

> LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities

Accounts payable $ 52,789,363 $ 40,531,413
Accrued expenses and other current liabilities 88,255,213 68,389,269
Current portion of long-term obligations 10,536,473 18,307,876

Total current liabilities 151,581,049 127,228,558

Long-Term Obligations 26,896,842 16,513,243
Other Non-Current Liabilities 13,608,331 11,585,202
Shareholders’ Equity

Common Stock, $.01 par value; authorized 100,000,000 shares; 
issued 38,478,511 shares at June 30, 2004 and 37,505,700 shares 
at June 30, 2003; outstanding 34,983,269 shares at June 30, 2004 
and 33,957,221 at June 30, 2003 384,785 375,057

Additional capital 249,594,545 226,884,681
Accumulated other comprehensive income (loss) 458,621 (3,557,902)
Retained earnings 310,051,723 245,031,878
Treasury stock (41,436,643) (41,864,395)

Total shareholders’ equity 519,053,031 426,869,319
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $711,139,253 $582,196,322

See notes to consolidated financial statements.
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Consolidated Statements of Operations
Year Ended June 30 2004 2003 2002

Net sales $759,549,845 $629,817,447 $494,918,654
Cost of goods sold 356,625,125 310,385,469 260,795,012

402,924,720 319,431,978 234,123,642
General and administrative expenses 

(excluding acquisition earn-out expenses) 100,231,728 83,730,678 60,718,793
Acquisition earn-out expenses 8,533,000 2,036,000 –
Sales, marketing and commission expenses 147,739,729 116,299,669 86,188,885
Research and development expenses 29,477,699 24,047,538 17,317,462
Contribution to foundation 2,844,475 – –
Restructuring and acquisition-related expenses 10,942,352 17,788,719 4,294,120
Other (income) expense, net (2,078,417) 639,520 1,568,165

297,690,566 244,542,124 170,087,425
Income before income taxes 105,234,154 74,889,854 64,036,217

Income taxes 40,214,309 28,308,365 25,619,349
NET INCOME $ 65,019,845 $ 46,581,489 $ 38,416,868

Basic earnings per share $ 1.89 $ 1.39 $ 1.24
Basic shares outstanding 34,376,771 33,585,173 31,079,282
Diluted earnings per share $ 1.84 $ 1.36 $ 1.20
Diluted shares outstanding 35,309,350 34,344,003 32,008,359

See notes to consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity

Common Stock Additional
Shares Amount Capital

BALANCE AT JUNE 30, 2001 34,013,785 $340,138 $121,720,289

Shares sold pursuant to stock option
and purchase plans 472,617 4,726 8,377,899

Net acquisition and use of treasury stock – – –
Income tax benefit from exercise of 

stock options – – 2,766,453
Stock issued for business acquired 2,399,393 23,994 80,972,382
Comprehensive income:

Net income for the year ended 
June 30, 2002 – – –

Foreign currency translation adjustments – – –
Total comprehensive income – – –
BALANCE AT JUNE 30, 2002 36,885,795 368,858 213,837,023

Shares sold pursuant to stock option 
and purchase plans 619,905 6,199 9,883,283

Income tax benefit from exercise of 
stock options – – 3,164,375

Comprehensive income:
Net income for the year ended 

June 30, 2003 – – –
Foreign currency translation adjustments – – –

Total comprehensive income (loss) – – –
BALANCE AT JUNE 30, 2003 37,505,700 375,057 226,884,681

Shares sold pursuant to stock option
and purchase plans 972,811 9,728 17,632,372

Income tax benefit from exercise of 
stock options – – 5,077,492

Comprehensive income:
Net income for the year ended

June 30, 2004 – – –
Foreign currency translation adjustments – – –
Unrealized losses on derivatives qualifying as hedges – – –

Total comprehensive income (loss) – – –
BALANCE AT JUNE 30, 2004 38,478,511 $384,785 $249,594,545

See notes to consolidated financial statements.
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Accumulated
Comprehensive Retained Treasury Stock

Income (Loss) Earnings Shares Amount Total

$(4,237,433) $160,033,521 3,639,169 $(42,588,367) $235,268,148

– – – – 8,382,625
– – (46,444) 370,377 370,377

– – – – 2,766,453
– – – – 80,996,376

– 38,416,868 – – 38,416,868
1,519,220 – – – 1,519,220
1,519,220 38,416,868 – – 39,936,088

(2,718,213) 198,450,389 3,592,725 (42,217,990) 367,720,067

– – (44,246) 353,595 10,243,077

– – – – 3,164,375

– 46,581,489 – – 46,581,489
(839,689) – – – (839,689)
(839,689) 46,581,489 – – 45,741,800

(3,557,902) 245,031,878 3,548,479 (41,864,395) 426,869,319

– – (53,237) 427,752 18,069,852

– – – – 5,077,492

– 65,019,845 – – 65,019,845
4,232,150 – – – 4,232,150
(215,627) – – – (215,627)

4,016,523 65,019,845 – – 69,036,368
$ 458,621 $310,051,723 3,495,242 $(41,436,643) $519,053,031



32

Consolidated Statements of Cash Flows
Year Ended June 30 2004 2003 2002

Operating Activities
Net income $ 65,019,845 $ 46,581,489 $ 38,416,868
Adjustments to reconcile net income to net 

cash provided by operating activities:
Depreciation 38,456,432 39,268,196 28,578,753
Amortization 6,099,888 7,684,000 5,653,328
Income tax benefit from exercise of stock options 5,077,492 3,164,375 2,766,453
Provision for asset write-offs – – 2,005,722
Provision for bad debts 5,163,819 4,626,000 3,275,000 
Acquisition earn-out expenses, net of amounts paid 6,308,236 2,036,000 –
Provision (benefit) for deferred income taxes (757,030) (1,216,000) 3,251,495
Changes in operating assets and liabilities:

Accounts receivable (16,993,791) (11,471,926) (7,905,452)
Inventories and other current assets (2,154,529) 3,271,232 9,052,239
Accounts payable and other current liabilities 30,984,491 31,662,346 5,728,845
Other assets and liabilities 3,731,677 (1,312,256) (3,339,608)

Net cash provided by operating activities 140,936,530 124,293,456 87,483,643

Investing Activities
Purchase of property, plant and equipment (51,391,196) (42,075,069) (39,829,553)
Proceeds from sale of property, plant and equipment – 3,835,000 –
Acquisition of intangible assets (1,441,962) (2,120,380) –
Acquisition of business, net of cash acquired (9,552,589) (7,083,607) (4,726,200)
Net cash used by investing activities (62,385,747) (47,444,056) (44,555,753)

Financing Activities
Proceeds from long-term obligations 10,418,891 – 4,531,085
Payment on long-term obligations (10,493,774) (53,527,047) (21,198,203)
Issuance of common stock 18,069,852 10,243,077 8,753,002
Net cash provided (used) by financing activities 17,994,969 (43,283,970) (7,914,116)

Increase in cash and cash equivalents 96,545,752 33,565,430 35,013,774
Cash and cash equivalents at beginning of period 95,900,114 62,334,684 27,320,910
CASH AND CASH EQUIVALENTS AT END OF PERIOD $192,445,866 $ 95,900,114 $ 62,334,684

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

> NOTE A: SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation: The Consolidated Financial Statements include the accounts of Respironics, Inc. (the
“Company”) and its wholly and majority owned subsidiaries. All significant inter-company accounts and transactions
have been eliminated in consolidation.

Cash and Cash Equivalents: The Company considers all highly liquid investments with maturities of 30 days or 
less when purchased to be cash and cash equivalents. Cash and cash equivalents are stated at cost, which approxi-
mates market.

Inventories: Inventories are valued at the lower of cost (determined on a first-in, first-out moving average basis) 
or market.

Property, Plant and Equipment: Property, plant and equipment is recorded on the basis of cost. Costs incurred to 
purchase or develop software for internal use, including upgrades and enhancements, are capitalized during the soft-
ware application development stage in accordance with Statement of Position No. 98-1, “Accounting for the Costs 
of Computer Software Developed or Obtained for Internal Use.” Depreciation is computed using the straight-line
method based upon the estimated useful lives of the respective assets, which are 30 years for buildings and range 
from two to five years for production and office equipment. Leasehold improvements are depreciated over their 
lease terms, or useful lives if shorter. Amortization of assets under capital leases is included in depreciation expense.
Maintenance and repairs are charged to expense as incurred.

Capitalized Software Production Costs: Software development costs have been capitalized when technological feasibility
was established and are being amortized to the cost of goods sold over the estimated economic lives (generally three
to seven years) of the products that include such software. Total net capitalized software production costs were
$11,025,000 and $9,950,000 at June 30, 2004 and 2003, respectively. During the fiscal years ended June 30, 2004,
2003, and 2002, the Company recorded $1,786,000, $1,785,000, and $428,000, respectively, of amortization
expense related to capitalized software production costs.

Goodwill and Intangible Assets: Goodwill is the cost in excess of the fair value of (tangible and intangible) net assets
of businesses acquired. In June 2001, the Financial Accounting Standards Board (“FASB”) issued Statement No. 141,
“Business Combinations,” and Statement No. 142, “Goodwill and Other Intangible Assets,” effective for fiscal years
beginning after December 15, 2001. Under these rules, goodwill and intangible assets deemed to have indefinite lives
are no longer amortized but are subject to annual impairment tests in accordance with the Statements. Other intangible
assets continue to be amortized over their useful lives. The Company applied the provisions of FASB No. 141 to
account for business combinations consummated after July 1, 2001, including the acquisitions of Novametrix, Fuji,
BiliChek, and Caradyne discussed in Note Q to these Consolidated Financial Statements.

Effective July 1, 2002, the Company adopted Statement of Financial Accounting Standards No. 142, “Goodwill and
Other Intangible Assets,” under which goodwill and intangible assets deemed to have indefinite lives are no longer
amortized but are subject to annual impairment tests. The Company performed the required transitional impairment
test with the adoption of FASB No. 142 and has determined that no impairment exists as of July 1, 2002. The
Company has also performed its annual impairment tests as of December 31, 2003 and 2002 and determined that no
impairment exists. The Company will update this annual test as of December 31 in future years, and on an interim
basis as determined necessary in accordance with FASB No. 142.
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Effective July 1, 2002, the Company adopted Statement of Financial Accounting Standards No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets.” FASB No. 144 superseded FASB No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of”; however, it retained the fundamental
provisions of that statement related to the recognition and measurement of the impairment of long-lived assets to be
held and used. The Company evaluates the carrying value of long-lived assets, including intangible assets, to be held
and used when events and circumstances indicate that the carrying amount of an asset may not be recovered. Such
evaluation considers projected future operating results, trends, and other circumstances. If factors indicated long-lived
assets could be impaired, the Company would use an estimate of the related undiscounted future cash flows over the
remaining life of the long-lived asset in measuring whether the asset is recoverable. If such an analysis indicated that
impairment had occurred, the Company would adjust the book value of the long-lived asset to fair value. Assets to 
be disposed of are reported at the lower of the carrying amount or fair value, less costs to sell.

Product Warranties: Estimated future warranty costs related to certain products are charged to operations in the 
period in which the related revenue is recognized. See Note F to these Consolidated Financial Statements for 
additional information about the Company’s product warranties.

Comprehensive Income: Comprehensive income consists of net income, foreign currency translation adjustments, 
and unrealized gains (losses) on derivatives qualifying as hedges, and is presented in the Consolidated Statements 
of Shareholders’ Equity. The Company does not provide for U.S. income taxes on foreign currency translation 
adjustments since it does not provide for such taxes on the undistributed earnings of foreign subsidiaries.

Foreign Currency Translation: Foreign currency assets and liabilities are translated into U.S. dollars at the rate of
exchange existing at the statement date or historical rates depending upon the nature of the account. Income and
expense amounts are translated at the average of the monthly exchange rates. Adjustments resulting from these trans-
lations are credited or charged directly to accumulated comprehensive income (loss). Gains and losses resulting from
foreign currency transactions, denominated in other than the functional currency of the entity, are credited or charged
directly to income.

Stock Options: Stock options are granted to certain employees and certain members of the Company’s Board of
Directors at the fair market value of the Company’s stock on the date of the grant. Proceeds from the exercise of 
common stock options are credited to shareholders’ equity at the date the options are exercised. There are no charges
or credits to income with respect to stock options. The Company follows the requirements of Accounting Principles
Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees,” as amended, in accounting for 
stock-based compensation.

Earnings per Share: Basic earnings per share are based on the weighted-average number of shares actually outstanding.
Diluted earnings per share are based on the weighted-average number of shares actually outstanding and dilutive
potential shares, such as dilutive stock options and warrants which are determined using the treasury stock method.

Revenue Recognition: Revenue is recognized from sales when title to product passes to the customer, which generally
occurs upon shipment to a customer location. Rental and service revenues are recognized ratably over the period the
product is rented or service is performed.

Shipping and Handling Costs: Shipping and handling costs are expensed as incurred and are included in cost of 
goods sold.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>



35RESPIRONICS, INC. 2004 ANNUAL REPORT

Advertising Costs: Advertising costs are expensed during the period in which they are incurred. Total advertising
expenses for the fiscal years ended June 30, 2004, 2003, and 2002 were $2,345,000, $1,516,000, and 
$965,000, respectively.

Income Taxes: Provisions for income taxes include deferred taxes resulting from temporary differences in income for
financial and tax purposes using the liability method. Such temporary differences result primarily from differences in
the carrying value of assets and liabilities.

The Company does not provide for federal income taxes on the undistributed earnings of its foreign subsidiaries
(other than dividends which are taxed currently) because such earnings are reinvested and, in the opinion of management,
will continue to be reinvested indefinitely. 

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes. Actual results could differ from those estimates.

Changes in Presentation of Comparative Financial Statements: Certain amounts in the June 30, 2003 and 2002 
financial statements were reclassified to conform with the presentation in the current period.

> NOTE B: CASH EQUIVALENTS

Cash equivalents consist primarily of money market accounts and certificates of deposit issued by large commercial
banks located in the United States, Hong Kong, Japan, Germany, France and Ireland.

> NOTE C: ACCOUNTS RECEIVABLE

Trade accounts receivable in the Consolidated Balance Sheets is net of allowances for doubtful accounts of
$14,871,000 as of June 30, 2004 and $12,495,000 as of June 30, 2003.

> NOTE D: INVENTORIES

Inventories consisted of the following, net of allowances for obsolete and excess inventories of $13,200,000 and
$10,682,000 at June 30, 2004 and 2003, respectively.

June 30 2004 2003

Raw materials $ 24,439,000 $ 18,091,000
Work-in-process 9,221,000 8,727,000
Finished goods 51,879,000 57,168,000

$ 85,539,000 $ 83,986,000
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> NOTE E: GOODWILL AND INTANGIBLE ASSETS

Changes in the carrying amount of goodwill for the year ended June 30, 2004 were as follows:

Balance at June 30, 2003 $108,909,000
Goodwill on businesses acquired –
Additional purchase price to former owners of businesses previously acquired 1,094,000
BALANCE AT JUNE 30, 2004 $110,003,000

Net income and earnings per share excluding goodwill amortization expense are as follows:

Year Ended June 30, 2004 June 30, 2003 June 30, 2002

Net income as reported $ 65,020,000 $ 46,581,000 $ 38,417,000
Goodwill amortization expense (net of tax) – – 3,302,000
NET INCOME EXCLUDING GOODWILL AMORTIZATION EXPENSE $ 65,020,000 $ 46,581,000 $ 41,719,000

Basic earnings per share:
Net income as reported $ 1.89 $ 1.39 $ 1.24
Goodwill amortization expense (net of tax) – – 0.11

BASIC EARNINGS PER SHARE EXCLUDING GOODWILL AMORTIZATION EXPENSE $ 1.89 $ 1.39 $ 1.35

Diluted earnings per share:
Net income as reported $ 1.84 $ 1.36 $ 1.20
Goodwill amortization expense (net of tax) – – 0.10

DILUTED EARNINGS PER SHARE EXCLUDING GOODWILL AMORTIZATION EXPENSE $ 1.84 $ 1.36 $ 1.30

The Company’s intangible assets are comprised of product-related intellectual property acquired from third parties,
the appraised fair market values of product-related intellectual property and employee contracts obtained through
business acquisitions (including the acquisitions disclosed in Note Q), and patent registration costs. Intangible assets
at June 30 are summarized below, net of accumulated amortization of $8,266,000 and $10,328,000 as of June 30, 2004
and 2003, respectively.

2004 2003

Product-related intellectual property $ 27,101,000 $ 26,143,000
Patent registration costs 2,461,000 1,827,000
Employee contracts 159,000 304,000
TOTAL INTANGIBLE ASSETS $ 29,721,000 $ 28,274,000

Intangible asset amortization is computed using the straight-line method based upon the estimated useful lives of the
respective assets, which range from one to sixteen years.

Intangible asset amortization expense was $4,037,000, $5,899,000, and $2,716,000 during the years ended 
June 30, 2004, 2003, and 2002, respectively. The estimated aggregate intangible asset amortization expenses for 
the next five years are as follows:

2005 $ 4,107,000
2006 3,832,000
2007 3,465,000
2008 2,415,000
2009 2,165,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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> NOTE F: ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities at June 30 consist of the following:

2004 2003

Promotional programs and royalties $ 7,025,000 $ 5,589,000
Product warranties 8,011,000 4,848,000
Restructuring and acquisition-related 7,064,000 9,997,000
Recourse obligations 1,049,000 1,049,000
Deferred service revenues 3,891,000 3,097,000
Compensation and related 31,105,000 22,229,000
Taxes 15,731,000 12,545,000
Contribution to foundation 1,250,000 –
Other 13,129,000 9,035,000
TOTAL $ 88,255,000 $ 68,389,000

Generally, the Company’s standard product warranties are for a one- or two-year period (based on the specific product
sold and country in which the Company does business) that covers both parts and labor. The Company provides for
the estimated cost of product warranties at the time revenue is recognized. The Company’s product warranty liability
reflects management’s best estimate of probable liability under its product warranties. Management estimates the 
liability based on the Company’s stated warranty policies, which project the estimated warranty obligation on a 
product-by-product basis based on the historical frequency of claims, the cost to replace or repair its products under
warranty, and the number of products under warranty based on the warranty terms and historical units shipped. 
The warranty liability also includes estimated warranty costs that may arise from specific product issues. The
Company periodically assesses the adequacy of its recorded warranty liabilities and adjusts the amounts as necessary.
The Company also engages in the sale of extended warranties for which revenue is deferred and recognized over the
warranty terms, which are generally between two and eight years. Changes in the liability for product warranty and
deferred service revenues associated with these service programs for the year ended June 30, 2004 are as follows:

Product Warranties
Balance as of June 30, 2003 $ 4,848,000
Warranty accruals during the year 9,761,000
Service costs incurred during the year (6,598,000)
BALANCE AT JUNE 30, 2004 $ 8,011,000

Deferred Service Revenues
Balance as of June 30, 2003 $ 3,097,000
Revenues deferred during the year 1,776,000
Amounts recorded as revenue during the year (982,000)
BALANCE AT JUNE 30, 2004 $ 3,891,000
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> NOTE G: LONG-TERM OBLIGATIONS

Long-term obligations consist of the following:

June 30 2004 2003

Revolving Credit Agreement, due in August 2009 including interest at a
floating rate (2.09% at June 30, 2003) $ – $ 10,000,000

Bank Debt with varying maturities (final maturity in May 2007) 
including interest rates ranging from 0.8% to 1.7% 2,768,000 2,582,000

Capital Lease Obligations, payable in monthly installments with varying 
completion dates through April 2009 including interest rates ranging 
from 1.5% to 2.8% 33,748,000 20,833,000

Other 917,000 1,406,000
37,433,000 34,821,000

Less current portion 10,536,000 18,308,000
$ 26,897,000 $ 16,513,000

On August 19, 2002, the Company entered into a Revolving Credit Agreement with a group of banks under which a
total of $150,000,000 is available through August 2009 (as amended and as more fully described below), replacing a
$125,000,000 Commercial Bank Credit Agreement that had similar terms. The new Revolving Credit Agreement is
unsecured and contains certain financial covenants with which the Company must comply, including those relating 
to current ratio, ratio of total liabilities to tangible net worth, minimum tangible net worth, leverage, and interest
coverage (as these terms are defined in the Revolving Credit Agreement). The Company is currently in compliance
with these covenants. The interest rate on the revolving credit facility is based on a spread over the London Interbank
Borrowing Rate (“LIBOR”). The Commercial Bank Revolving Credit Agreement includes a commitment fee, 
currently equal to 0.20%, on the unused portion of the facility. In August 2003, the Company paid the remaining
$10,000,000 of borrowings that were outstanding under the Revolving Credit Agreement. This amount is classified
with the current portion of long-term obligations in the Consolidated Balance Sheet as of June 30, 2003. No amounts
are outstanding under the Revolving Credit Facility as of June 30, 2004.

Subsequent to June 30, 2004, the Company amended the Revolving Credit Agreement to extend the maturity date
through August 31, 2009. The Revolving Credit Facility has substantially the same terms after the amendment 
(but generally more favorable and flexible to the Company, including potentially lower interest rate spreads over 
LIBOR and greater flexibility to make investments).

The Capital Lease Obligations are primarily for equipment rented to outside customers by the Company’s Fuji 
subsidiary. Other long-term obligations in the above table include an Economic Development Revenue Bond,
Industrial Development Authority Loans, and a Redevelopment Authority Loan that are secured by mortgages on 
the Company’s manufacturing facility in Murrysville, Pennsylvania. Proceeds from the bonds and the loans were 
used to finance the construction and expansion of some of the Company’s facilities.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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Scheduled maturities of long-term obligations for the next five years are as follows:

Maturities of Long-Term Debt

2005 $ 10,536,000
2006 12,317,000
2007 8,895,000
2008 4,482,000
2009 1,203,000
Thereafter –
TOTAL $ 37,433,000

Interest paid was $1,745,000, $2,607,000, and $2,983,000 for the years ended June 30, 2004, 2003, and 
2002, respectively.

> NOTE H: FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used to estimate the fair value of financial instruments:

Cash and Cash Equivalents: The carrying amount approximates fair value because of the short maturity of those
investments.

Long-Term Obligations: The fair values of long-term debt obligations are established from the market values of 
similar issues. The carrying amounts of the Company’s obligations approximate their fair values at June 30, 2004 
and 2003.

Foreign Currency Exchange Derivative Contracts: Foreign currency exchange derivative contracts are recorded in the
Consolidated Balance Sheets at fair value. As of June 30, 2004, foreign currency options contracts with a fair value 
of $70,000 are recorded with prepaid expenses and other current assets, and foreign currency forward contracts with
a fair value of $161,000 are recorded with accrued expenses and other current liabilities.

> NOTE I : DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The Company’s functional currency is the U.S. Dollar, and a substantial majority of the Company’s sales, expenses,
and cash flows are transacted in U.S. Dollars. The Company also does business in various foreign currencies, primarily
the Japanese Yen, the Euro, the Hong Kong Dollar and the Chinese Yuan. As part of the Company’s risk management
strategy, management put in place a hedging program beginning on July 1, 2003 under which the Company enters
into foreign currency option and forward contracts to hedge a portion of cash flows denominated in Japanese Yen.

During the year ended June 30, 2004, the Company acquired foreign currency option and forward contracts to 
hedge a portion of forecasted cash flows and recognized foreign currency transactions denominated in Japanese Yen. 
These foreign currency option and forward contracts have notional amounts of approximately $36,745,000 as of
June 30, 2004 and mature at various dates through September 28, 2005. As of June 30, 2004, foreign currency
options contracts with a fair value of $70,000 are recorded with prepaid expenses and other current assets, and 
foreign currency forward contracts with a fair value of $161,000 are recorded with accrued expenses and other 
current liabilities. 
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These contracts are entered into to reduce the risk that the Company’s earnings and cash flows, resulting from certain
forecasted and recognized currency transactions, will be affected by changes in foreign currency exchange rates.
However, the Company may be impacted by changes in foreign exchange rates related to the portion of the forecasted
transactions that is not hedged. The success of the hedging program depends, in part, on forecasts of the Company’s
transactions in Japanese Yen. Hedges are placed for periods consistent with identified exposures, but not longer than
the end of the year for which the Company has substantially completed its annual business plan.

The Company may experience unanticipated foreign currency exchange gains or losses to the extent that there are
timing differences between forecasted and actual activity during periods of currency volatility. However, since the 
critical terms of contracts designated as cash flow hedges are the same as the underlying forecasted and recognized
currency transactions, changes in fair value of the contracts should be highly effective in offsetting the present value
of changes in the expected cash flows from the forecasted and recognized currency transactions. The ineffective 
portion of changes in the fair value of contracts designated as hedges, if any, is recognized immediately in earnings.
The Company did not recognize material gains or losses resulting from either hedge ineffectiveness or changes in 
forecasted transactions during the year ended June 30, 2004.

The effective portion of any changes in the fair value of the derivative instruments, designated as cash flow hedges, 
is recorded in other comprehensive income (loss) (“OCI”) until the hedged forecasted transaction occurs or the 
recognized currency transaction affects earnings. Once the forecasted transaction occurs or the recognized currency
transaction affects earnings, the effective portion of any related gains or losses on the cash flow hedge is reclassified
from OCI to earnings. In the event the hedged forecasted transaction does not occur, or it becomes probable that it
will not occur, the ineffective portion of any gain or loss on the related cash flow hedge would be reclassified from
OCI to earnings at that time.

During the year ended June 30, 2004, the Company recorded realized and unrealized foreign currency gains of
approximately $3,311,000, net of net losses related to designated cash flow hedges. These amounts are classified with
other (income) expense, net in the Consolidated Statements of Operations. As of June 30, 2004, a loss of $216,000 was
included in OCI. This loss is expected to be charged to earnings during the year ended June 30, 2005 as the hedged
transactions occur, and it is expected that the loss will be more than offset by currency gains on the items being hedged.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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> NOTE J : OPERATING LEASES

The Company leases its service centers, its central distribution center, and certain of its offices, warehouses and 
manufacturing facilities in the United States and also leases its offices, warehouses and manufacturing facilities in 
the Far East and in Europe. Certain of these leases contain renewal options and rent escalation clauses.

The minimum rentals due under noncancelable leases with recurring terms of one year or more as of June 30, 2004
are as follows:

Year Ended June 30 Amount

2005 $ 8,892,000
2006 6,665,000
2007 5,303,000
2008 4,121,000
2009 3,048,000
Thereafter 5,368,000
TOTAL $ 33,397,000

Total rent expense for the years ended June 30, 2004, 2003, and 2002, was $8,338,000, $8,320,000, and 
$5,255,000, respectively.

> NOTE K: CONTINGENCIES

Litigation: On March 5, 2004, the Company filed a lawsuit against Invacare Corporation (“Invacare”) in the United
States District Court for the Western District of Pennsylvania alleging that Invacare’s manufacture, sale and marketing
of a new CPAP device infringes one or more of eleven U.S. patents of Respironics. In its complaint, the Company 
has sought preliminary and permanent injunctive relief, damages, and an award of three times actual damages because
of Invacare’s willful infringement of Respironics’ patents. In its answer to the complaint, Invacare has denied the
infringement allegations of the complaint. The parties currently are engaged in discovery.

On August 10, 2004, Invacare filed a lawsuit against the Company in the United States District Court in the
Northern District of Ohio alleging that the Company has engaged in monopolization, restraint of trade, and unfair
competition in the sale and distribution of sleep apnea products. The lawsuit’s claims include allegations that the
Company’s actions and alleged market power have foreclosed competitors from alleged markets and have created
markets where there has not been competitive pricing or availability for competitive product offerings. In the lawsuit,
Invacare seeks damages in an unspecified amount and to treble such damages pursuant to the antitrust laws, as well
as attorney’s fees and punitive damages. Invacare also seeks injunctive relief as to certain marketing practices. The
Company is vigorously defending itself in this suit.

The Company is, as a normal part of its business operations, a party to other legal proceedings in addition to those
described above. Legal counsel has been retained for each proceeding, and none of these proceedings is expected to
have a material adverse impact on the Company’s results of operations or financial condition.
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Contingent Obligations Under Recourse Provisions: In connection with customer leasing programs, the Company uses
independent leasing companies to provide financing to certain customers for the purchase of the Company’s products.
The Company is contingently liable, in the event of a customer default, to the leasing companies within certain limits
for unpaid installment receivables initiated by or transferred to the leasing companies. The transfers of certain of these
installment receivables meets the criteria of Statement of Financial Accounting Standards No. 140, “Accounting for
Transfers and Servicing of Financial Assets and Extinguishment of Liabilities,” and therefore are not recorded on the
Company’s financial statements. The total exposure for unpaid installment receivables meeting these criteria and not
recorded on the Company’s financial statements was approximately $13,950,000 at June 30, 2004 as compared to
$12,147,000 at June 30, 2003. The estimated fair value of the Company’s contingent recourse guarantee is $581,000
and $252,000 as of June 30, 2004 and 2003, respectively. Approximately 8% of the Company’s net sales were made
under these financing arrangements during the year ended June 30, 2004, of which a portion was made with
recourse. The Company is not dependent on these off-balance sheet arrangements.

The remainder of these installment receivables (consisting of installment receivables acquired as part of the Novametrix
acquisition) do not meet the criteria of FASB No. 140 and therefore are recorded as collateralized borrowing arrange-
ments. Accordingly, at June 30, 2004 and 2003, the Company has included $1,049,000 of receivables sold with
recourse in prepaid expenses and other current assets, and has recorded offsetting amounts at those dates in accrued
expenses and other current liabilities. Effective March 31, 2003, the Company entered into an agreement with the
third party financing company that is counter-party to these receivables. The terms of the agreement place a cap on
the Company’s recourse obligation at $1,049,000. 

> NOTE L: INCOME TAXES

Income before income taxes consisted of the following:

Year Ended June 30 2004 2003 2002

United States $ 86,647,000 $ 53,223,000 $ 55,870,000
Foreign 18,587,000 21,667,000 8,166,000
TOTAL $105,234,000 $ 74,890,000 $ 64,036,000

Income taxes (benefit) consisted of:

Year Ended June 30 2004 2003 2002

Current:
Federal $ 29,451,000 $ 19,683,000 $ 16,874,000
Foreign 7,713,000 6,680,000 1,527,000
State 3,807,000 3,678,000 3,876,000

40,971,000 30,041,000 22,277,000
Deferred:

Federal (1,550,000) (851,000) 2,922,000
Foreign 1,208,000 (517,000) 90,000
State (415,000) (365,000) 330,000

(757,000) (1,733,000) 3,342,000

TOTAL INCOME TAXES $ 40,214,000 $ 28,308,000 $ 25,619,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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The difference between the statutory U.S. federal income tax rate and the Company’s effective income tax rate is
explained below:

Year Ended June 30 2004 2003 2002

Statutory federal income tax rate 35% 35% 35%
Increases (decreases):

State taxes, net of federal benefit 2 3 4
Foreign taxes 2 (2) (2)
Tax credits – (2) (1)
Non-deductible expenses (1) 3 3
Other items, net – 1 1

EFFECTIVE INCOME TAX RATE 38% 38% 40%

Deferred income tax assets consist of the following:

June 30 2004 2003

Allowance for bad debts $ 5,623,000 $ 4,907,000
Depreciation and amortization (2,701,000) (386,000)
Inventory reserves 3,600,000 2,612,000
Inter-company profit in inventories 5,203,000 3,398,000
Product warranty reserves 3,819,000 2,629,000
Restructuring and acquisition-related liabilities and reserves 3,348,000 4,654,000
Net operating loss carryforward, limited by Section 382 – 713,000
Business credits carryforward, limited by Section 383 644,000 712,000
Foreign net operating loss carryforward 451,000 920,000
Other 5,386,000 3,953,000
TOTAL $ 25,373,000 $ 24,112,000

Undistributed earnings of the foreign subsidiaries on which no U.S. income tax has been provided amounted to
$38,717,000 at June 30, 2004.

Income taxes paid were $36,621,000, $13,710,000, and $19,170,000 for the years ended June 30, 2004, 2003, and
2002, respectively.

On April 12, 2002, the Company acquired Novametrix Medical Systems Inc., which had a federal and state net operat-
ing loss for the period ending April 12, 2002 of approximately $5,800,000 that was scheduled to expire by 2022. As of
June 30, 2004, the full amount of this operating loss was utilized. Additionally, Novametrix had unused research tax
credits of approximately $475,000 which expire in varying amounts through 2013, and alternative minimum tax credits
of $237,000 which do not have expiration dates. As a result of the ownership change, the utilization of the net operating
loss and the credit carryforwards is limited each year by Internal Revenue Code Sections 382 and 383, respectively. 
The Company expects to fully utilize the net operating loss and credit carryforwards prior to their expiration.
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> NOTE M: STOCK OPTION AND PURCHASE PLANS

The Company has in place the 1992 Stock Incentive Plan (the “1992 Plan”) and the 2000 Stock Incentive Plan (the
“2000 Plan”), which provide options to eligible employees, and in the case of the 2000 Plan, to eligible consultants
and non-employee directors (as described below in the case of non-employee directors), to purchase common stock
for a period up to ten years at option prices not less than fair market value at the time of the grant. Under the 1992
Plan, options become exercisable no sooner than six months from the date of the grant at rates that vary depending
on the plan and are subject to possible acceleration in certain circumstances. Under the 2000 Plan, options become
exercisable at such times or upon the occurrence of such events as determined by the Committee administering the
2000 Plan. Under the 1992 and 2000 Plans, options may include cash payment rights, and restricted shares of the
Company’s common stock may also be awarded. The 1992 Plan had a total of 3,000,000 shares approved for
issuance, including 1,000,000 shares that were approved by the Company’s shareholders when the 1992 Plan was
adopted and an additional 2,000,000 shares that were approved by the Company’s shareholders in November 1998.
The 1992 Plan expired on September 28, 2002, and no new options will be granted under the 1992 Plan in the
future. The 2000 Plan has a total of 3,276,000 shares approved for issuance, including 1,400,000 shares that were
approved by the Company’s shareholders when the 2000 Plan was adopted and an additional 1,876,000 shares that
were approved by shareholders in November 2003.

Options are also granted under the 2000 Plan to members of the Company’s Board of Directors who are not employees
of the Company. Each non-employee director receives an option to purchase 6,500 shares (increased from 5,100
shares by an amendment to the 2000 Plan on May 23, 2003) on the third business day following the Company’s
annual meeting of shareholders. Additionally, each non-employee director is granted an option to purchase 10,000
shares on the first business day following the date they become a member of the Board of Directors. These grants will
continue until options for all the shares available under the 2000 Plan have been granted. Such options are granted at
fair market value on the date of grant. For options granted to non-employee directors, 25% of the shares are exercisable
one year after the date of the grant, 25% are exercisable two years after the date of grant, and the remaining 50%
are exercisable three years after the date of grant. All options granted under the 2000 Plan expire ten years after the
date of grant. 

Each of the Company’s equity compensation plans was approved by security holders.

Healthdyne had in place, prior to its merger with the Company, four stock option plans: the 1993 Stock Option Plan;
the 1993 Non-Employee Director Stock Option Plan; the 1995 Stock Option Plan II; and the 1996 Stock Option Plan.
At the date of the merger, the outstanding Healthdyne options were converted into a total of 1,360,061 options to
purchase Respironics common stock. Under the terms of the Healthdyne plans, all such options became immediately
exercisable at the date of the merger and the plans terminated as to new grants. All future stock option grants will be
made from Respironics stock option plans.

Novametrix had in place, prior to its merger with the Company, five stock option plans: the 1990 Stock Option Plan;
the 1994 Stock Option Plan; the 1997 Long Term Incentive Plan; the 1999 Incentive Plan; and the 2000 Long Term
Incentive Plan. Novametrix also had in place certain stock option agreements, separately from its plans, with its
President and its Chief Operating Officer. At the date of the merger, the outstanding Novametrix options were con-
verted into a total of 416,125 options to purchase Respironics common stock. Under the terms of the Novametrix
plans and agreements, all such options become immediately exercisable in connection with the merger and the plans
terminated as to new grants. All future stock option grants will be made from Respironics stock option plans.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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The following table summarizes stock option activity:

Year Ended June 30 2004 2003 2002

Option Shares
Outstanding at beginning of period 2,700,000 2,764,000 2,174,000
Granted 797,000 711,000 1,181,000
Exercised (908,000) (654,000) (486,000)
Canceled (38,000) (121,000) (105,000)
Outstanding at end of period 2,551,000 2,700,000 2,764,000
Weighted-average exercise price $ 31.62 $ 24.02 $ 19.69
Exercisable at end of period 1,035,000 1,231,000 1,105,000
Shares available for future grant 1,917,000 830,000 1,649,000
Price range of granted options $40.68-$54.55 $29.32-$36.26 $10.33-$33.75

The range of grant and exercise prices above for the 2002 fiscal year includes the post-conversion option prices for
options granted by Novametrix prior to its merger with the Company.

The following table summarizes information about stock options outstanding at June 30, 2004:

Weighted-Average
Range of Number of  Remaining
Exercise Prices Options Outstanding Contractual Life

$ 5-$10 188,000 5.17 years
$11-$20 332,000 5.42 years
$21-$30 135,000 4.70 years
$31-$40 1,098,000 7.70 years
$41-$45 647,000 9.16 years
$46-$55 151,000 9.54 years

The per share weighted-average fair value of stock options granted during 2004, 2003, and 2002, was $14.38,
$14.25, and $17.35, respectively, on the date of grant using the Black-Scholes option-pricing model with the 
following assumptions:

2004 2003 2002

Expected volatility 32.1% 45.2% 53.0%
Expected dividend yield none none none
Risk-free interest rate 3.7% 2.3% 4.1%
Expected life of stock options 5 5 5
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The Company applies APB Opinion No. 25, as amended, in accounting for its stock option plans, and accordingly, no
compensation cost has been recognized for its stock options in the financial statements. Had the Company determined
compensation cost based on the fair value at the grant date for its stock options under Statement of Financial
Accounting Standards No. 123, “Accounting for Stock-Based Compensation,” the Company’s net earnings and related
per share amounts would have been reduced to the pro forma amounts indicated below:

Year Ended June 30 2004 2003 2002

Net income, as reported $ 65,020,000 $ 46,581,000 $ 38,417,000
Add: Stock-based employee compensation expense 

included in reported net income, net of related tax effects – – –
Deduct: Total stock-based employee compensation expense 

determined under fair value based method for all awards, 
net of related tax effects (6,702,000) (5,301,000) (5,106,000)

Pro forma net income $ 58,318,000 $ 41,280,000 $ 33,311,000

Earnings per share:
Basic – as reported $ 1.89 $ 1.39 $ 1.24
Basic – pro forma $ 1.70 $ 1.23 $ 1.07
Diluted – as reported $ 1.84 $ 1.36 $ 1.20
Diluted – pro forma $ 1.66 $ 1.21 $ 1.04

Novametrix also had in place, prior to its merger with the Company, warrants outstanding to purchase shares of its
common stock. At the date of the merger, the outstanding Novametrix warrants were converted into a total of 71,956
warrants to purchase Respironics common stock with exercise prices ranging from $10.33 per share to $29.52 per
share. The warrants expire at various dates through March 2005. As of June 30, 2004, 67,427 warrants remain 
outstanding, and are all currently exercisable.

In August 2001, the Company adopted the 2002 Employee Stock Purchase Plan (the “2002 Plan”) under which employees
can purchase common stock of the Company through payroll deductions during each Plan year beginning in 2002
through 2006. The purchase price under each Plan is the lesser of 85% of the market value of the Company’s common
stock on either the first or last day of the Plan year. The maximum amount employees can purchase currently under the
2002 Plan is equal to 20% of their annual compensation. There are no charges or credits to income in connection with
the Plans. Shares are purchased at the end of each Plan year with the funds set aside through payroll deductions.

In June 1996, the Company adopted a shareholders’ rights plan under which existing and future shareholders received
a right for each share outstanding entitling such shareholders to purchase shares of the Company’s common stock at 
a specified exercise price. The right to purchase such shares is not currently exercisable, but would become exercisable
in the future if certain events occurred relating to a person or group (the “acquirer”) acquiring or attempting to
acquire 20% or more of the Company’s outstanding shares of common stock. In the event the rights become exercisable,
each right would entitle the holder (other than the acquirer) to purchase shares of the Company’s common stock 
having a value equal to two times the specified exercise price.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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> NOTE N: INDUSTRY SEGMENT, FINANCIAL INFORMATION BY 
GEOGRAPHIC AREAS AND MAJOR CUSTOMERS

The Company conducts its operations in one reportable industry segment: the design, development, manufacture, and
sale of medical devices used primarily for the treatment of patients suffering from sleep and respiratory disorders.
Sales by product within this segment are as follows:

Year Ended June 30 2004 2003 2002

Net Sales
Domestic homecare products $471,645,000 $388,516,000 $339,339,000
Domestic hospital products 95,876,000 79,427,000 57,468,000
International products 192,029,000 161,874,000 98,112,000
NET SALES $759,550,000 $629,817,000 $494,919,000

The Company is a Delaware corporation, with its corporate offices located in Murrysville, Pennsylvania. Its principal
manufacturing operations are currently located in Pennsylvania, California, Georgia, Connecticut, China and Ireland.
Other major distribution and sales sites are located throughout the United States, Germany, France, Hong Kong
and Japan. With the acquisition of Profile on July 1, 2004, the Company added manufacturing, sales and distribution
operations in the United Kingdom. See Note T to these Consolidated Financial Statements for additional information
about Profile.

Financial information about the Company by geographic area is presented below:

Year Ended June 30 2004 2003 2002

Net Sales
Domestic $567,521,000 $467,943,000 $396,807,000
International:

Europe, Africa, and Middle East 95,001,000 74,441,000 61,193,000
Latin America 11,012,000 9,272,000 8,005,000
Far East/Asia Pacific 86,016,000 78,161,000 28,914,000

NET SALES $759,550,000 $629,817,000 $494,919,000

June 30 2004 2003

Long-Lived Assets
United States $109,394,000 $111,906,000
International:

Europe 5,177,000 710,000
Far East/Asia Pacific 33,952,000 21,005,000

TOTAL LONG-LIVED ASSETS $148,523,000 $133,621,000

The Company develops, manufactures and markets medical devices primarily for the treatment of patients suffering
from sleep and respiratory disorders. Its products are used primarily in the home and in hospitals, as well as emergency
medical settings and alternative care facilities. The Company sells and rents primarily to providers and distributors 
in the healthcare industry and closely monitors the extension of credit to both domestic and foreign customers,
including obtaining and analyzing credit applications for all new accounts and maintaining an active program to 
contact customers promptly when invoices become past due. The Company generally does not require collateral 
for the extension of credit. During the fiscal years ended June 30, 2003 and 2002, one customer accounted for 
10% of net sales. During the fiscal year ended June 30, 2004, that same customer accounted for over 9% of net sales.
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> NOTE O: RETIREMENT PLANS

The Company has a Retirement Savings Plan (“the Plan”) that is available to all U.S. employees. Employees may 
contribute up to 30% (to a defined maximum) of their compensation to the Plan. The Company matches employee
contributions (up to 3% of each employee’s compensation) at a 100% rate, and may make discretionary contribu-
tions to the Plan. Total Company contributions to the plan were $2,368,000, $2,204,000, and $1,774,000 for the
years ended June 30, 2004, 2003, and 2002, respectively.

> NOTE P: RESTRUCTURING

On October 23, 2002, the Company announced the relocation of several of its smaller product lines and related support
functions from the Company’s Kennesaw, Georgia manufacturing facility to its Murrysville, Pennsylvania location.
This relocation allowed the Company to standardize its manufacturing support, engineering and marketing functions
as well as improve the overall efficiency of its manufacturing operations in Kennesaw. Approximately 134 employees
were involuntarily terminated and six were relocated as a result of the restructuring actions, primarily from manufac-
turing and manufacturing support, engineering, purchasing and marketing. In conjunction with these actions, the
Company incurred $180,000 of restructuring expenses during the year ended June 30, 2004 and $9,531,000 during
the year ended June 30, 2003, related primarily to involuntary termination benefits accruing to employees affected 
by the restructuring plan, employee transition and relocation benefits, idle facility rent obligations, and certain asset
write-offs related to products that were discontinued as a result of the restructuring plan. The transition of products
and manufacturing processes from Kennesaw to Murrysville was completed during the quarter ended September 30,
2003, and both facilities are currently operating at capacity levels that reflect the changes brought about by the facility 
consolidation. Substantially all of the restructuring obligations have been paid as of June 30, 2004, except for
$1,752,000 of remaining idle facility costs that will be paid over the remaining term of the lease.

During the year ended June 30, 2003, $9,176,000 of the restructuring charge was included in restructuring and 
acquisition-related expenses, and $355,000 was included in cost of goods sold in the Consolidated Statement 
of Operations.

> NOTE Q: ACQUISITIONS

Novametrix: On April 12, 2002, the Company completed its previously announced acquisition of 100% of the 
outstanding common stock of Novametrix Medical Systems Inc. (now known as “Respironics Novametrix, LLC” 
and referred to herein as “Novametrix”), a leading cardiorespiratory monitoring company that develops, manufac-
tures and markets proprietary state-of-the-art noninvasive monitors, sensors and disposable accessories. The 
acquisition of Novametrix was consummated pursuant to an Agreement and Plan of Merger (“Merger”) dated as 
of December 17, 2001, pursuant to which Respironics Holdings, Inc., a wholly owned subsidiary of the Company,
was merged with and into Novametrix. The Company made this acquisition for various reasons, including: (a) the
Novametrix monitoring products complement the Company’s therapeutic products used in the hospital environment,
(b) the Novametrix developmental care products complement the Company’s infant management products and 
programs, (c) the Novametrix cardiac output monitoring technologies have the potential to support the Company’s
initiatives in the congestive heart failure area, and with the acquisition, (d) the Company’s “critical mass” of products,
revenues, profits and assets in these markets increased, and (e) the Company expects to reduce costs by integrating
Novametrix’s business functions and processes. The results of operations of Novametrix are included in the
Company’s Consolidated Statements of Operations beginning on the acquisition date, April 12, 2002.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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Upon consummation of the Merger, 2,400,000 shares of the Company’s common stock were issued to the former
stockholders of Novametrix, reflecting an exchange ratio of .2541 shares of the Company’s common stock for each
share of Novametrix common stock. The exchange ratio was determined based on the weighted-average selling price
of $31.48 for the Company’s common stock for the 20-day trading period from March 11 through April 8, 2002.
Novametrix stockholders received the Company’s stock in an amount equal to $8.00 per Novametrix share based
upon the weighted-average selling price. In addition, 509,000 shares of the Company’s common stock were reserved
for issuance upon exercise of options and warrants issued in exchange for Novametrix options and warrants that
were not exercised prior to the consummation of the Merger. As of the close of trading on April 12, 2002,
Novametrix common stock ceased to be traded on the NASDAQ National Market.

The total value of the Company’s shares issued and reserved for issuance in the transaction was $80,996,000 based
on the average fair market value of the Company’s common stock during the three-day periods both before and after
the first day the number of shares issued became fixed, plus the fair market value of the Company’s common stock
reserved for issuance. In addition, the Company incurred approximately $4,153,000 in transaction costs directly
related to the acquisition (consisting primarily of investment banking and other professional fees), bringing the total
acquisition cost to approximately $85,149,000.

The following table summarizes the fair value of the assets acquired and liabilities assumed at the date of acquisition.
The allocation of the purchase price was final as of June 30, 2003.

At April 12 2002

Current assets, primarily consisting of accounts receivable and inventories $ 24,564,000
Property, plant and equipment 2,571,000
Intangible assets 17,478,000
Other non-current assets 1,355,000
Goodwill 51,680,000
Total assets acquired $ 97,648,000
Current liabilities, primarily consisting of accounts payable, accrued expenses, 

and current portion of debt 12,499,000
NET ASSETS ACQUIRED $ 85,149,000

The amounts assigned to major classes of intangible assets are shown below:

Product-related intellectual property, primarily patents $ 17,101,000
Employee contracts 377,000
TOTAL INTANGIBLE ASSETS $ 17,478,000

The weighted-average amortization period is approximately 14 years for the product-related intangible assets,
approximately one year for the employee contracts, and approximately 14 years in total.

Approximately $3,900,000 of goodwill is expected to be deductible for tax purposes.

In fiscal year 2002, after consummating the acquisition, the Company began to integrate Novametrix’s products and
programs, employees, systems and processes with its own. In connection with these integration actions, the Company
incurred severance and related costs of $1,647,000 for the separation of approximately 50 employees, of which
$1,336,000 represented costs of the acquisition and were included in the purchase price allocation for Novametrix,
and $311,000 was recorded as restructuring and acquisition-related expenses during the fourth quarter of fiscal year
2002. Restructuring and acquisition-related expenses incurred during the fourth quarter of fiscal year 2002 also
included $1,977,000 related to eliminating and centralizing certain corporate services functions, and were primarily
comprised of employee transition payments and consulting fees.
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In fiscal year 2003, the Company incurred additional restructuring and acquisition-related expenses of $6,205,000
(excluding the impact of the facility changes described below), primarily related to the elimination and centralization
of certain corporate services functions and certain compensation-related payments associated with the acquisition 
and related integration activities. These costs are classified in restructuring and acquisition-related expenses in the
Consolidated Statement of Operations for the year ended June 30, 2003.

On April 11, 2003, the Company announced that it would be consolidating product manufacturing activities and
other support functions from the Company’s Wallingford, Connecticut plant to its Carlsbad, California location. 
This action represents the final step in the Company’s integration of Novametrix. The relocation will allow the
Company to standardize its manufacturing support and engineering functions at the Carlsbad plant, will enable the
Wallingford facility to concentrate on new product research and development, and will improve the overall efficiency
of the Company. Approximately 60 employees are being involuntarily terminated as a result of the restructuring
actions, primarily from manufacturing and manufacturing support, purchasing, and certain administrative support
functions. During the years ended June 30, 2004 and 2003, the Company recorded $10,380,000 and $1,441,000 of
restructuring and acquisition-related expenses, respectively, related to the Wallingford facility restructuring. These
costs relate primarily to employee retention and transition benefits and other costs associated with the relocation and
transition process. Additionally, approximately $1,911,000 of costs associated with employees’ involuntary termina-
tion and relocation benefits and idle facility rent obligations was accrued as of April 11, 2003, the date the Company
finalized the restructuring plan. These $1,911,000 of costs represent costs of the Novametrix acquisition and were
recorded as additional goodwill in the Consolidated Balance Sheet as of June 30, 2003.

Following is a summary of the restructuring and acquisition-related liabilities related to the Novametrix acquisition
that were recorded during the year ended June 30, 2004, the payments made against the obligations, and the 
remaining obligations as of June 30, 2004. This table only includes employee and facility rent obligations, and does
not include expenses directly related to the Wallingford facility restructuring that are recorded to restructuring and
acquisition-related expenses as they are incurred.

Accrued Accrued
Employee Costs Facility Costs

BALANCE AT JUNE 30, 2003 $ 1,668,000 $ 1,075,000

Restructuring and acquisition-related expenses 3,366,000 –
Liability adjustment – costs of acquired business (270,000) –
Cash payments (2,707,000) (32,000)
BALANCE AT JUNE 30, 2004 $ 2,057,000 $ 1,043,000

Substantially all of the accrued obligations (including amounts that will be accrued during the quarter ended June 30,
2004 and during the 2005 fiscal year) are expected to be paid by January 31, 2005, except for the idle facility costs
that will be paid over the remaining term of the lease. As previously announced in February 2004, the Company
received a warning letter from the U.S. Food & Drug Administration regarding the Carlsbad, California manufacturing
facility. The Company temporarily delayed certain aspects of the facility restructuring until the warning letter matters
are resolved. Consequently, the Company will incur additional restructuring and acquisition-related expenses during
the first half of the 2005 fiscal year to complete the facility consolidation.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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In the fourth quarter of fiscal year 2002, the Company ceased work on an oxygen monitoring technology development
project based in part on the results of a review of that technology by engineers from Novametrix that was conducted
after the acquisition. This decision resulted in an impairment charge totaling $2,006,000 in the fourth quarter repre-
senting the write-off of intangible assets, inventory and fixed assets related to the project. This amount is included 
in restructuring and acquisition-related expenses in the Consolidated Statement of Operations for the year ended 
June 30, 2002.

The following unaudited pro forma summary presents the Company’s results of operations as if the acquisition had
occurred at the beginning of the period indicated and does not purport to be indicative of what would have occurred
had the acquisition been made as of that date, or of results that may occur in the future. These pro forma results 
of operations do not reflect the positive impact of cost reductions and other synergies that were realized as a result 
of the merger, nor do they include non-recurring restructuring and acquisition-related expenses incurred following 
the merger.

Year Ended June 30 2002

Pro forma sales $531,606,000
Pro forma net income 37,857,000
Pro forma earnings per share 1.12

Novametrix had an April fiscal year-end, which differed from the Company’s June year-end. In order to develop the
fiscal year 2002 pro forma information, the Company’s income statement for the year ended June 30, 2002 (which
included Novametrix’s results of operations effective April 12, 2002) was combined with Novametrix’s unaudited
income statement for the period July 1, 2001 through April 12, 2002. Earnings per share data are based on the
Company’s weighted-average number of common shares outstanding plus the total number of the Company’s 
common shares and equivalents delivered to Novametrix stockholders as part of the acquisition.

Fuji: In May 2002, the Company acquired a 60% controlling interest in Fuji RC Kabushiki Kaisha (now known as
“Fuji Respironics Kabushiki Kaisha” and referred to herein as “Fuji”), a leading provider of homecare and hospital
products and services for respiratory-impaired patients in Japan, and entered into an agreement to purchase all of 
the remaining outstanding shares of Fuji in four annual installments of $1,433,000, the last of which is due on
December 31, 2006 (before the amendment described below). As of June 30, 2004 and 2003, the net present value of
the Company’s remaining obligation under the fixed-price forward contract, $2,709,000 and $5,455,000, respectively,
is accounted for as a financing of the Company’s purchase of the minority interest and is classified with other non-
current liabilities in the consolidated balance sheets. Including the fixed-price forward contract and costs directly
associated with the acquisition, the base cash purchase price for all of the outstanding shares is approximately
$12,662,000 with provisions for additional payments to one of the shareholders of Fuji to be made based on the
operating performance of Fuji over four years, payable on December 31, 2006. These additional payments are being
accrued as compensation over the four-year period as they are earned by the shareholder during his post-acquisition
employment period. As of June 30, 2004 and 2003, $8,344,000 and $2,036,000, respectively, is accrued in the 
Consolidated Balance Sheets and classified with other non-current liabilities pertaining to this obligation. The liability
balances as of June 30, 2004 are net of amounts paid in conjunction with the October 29, 2003 amendment to the
stock purchase agreement described below. No amounts of the purchase price were assigned to goodwill or other
intangible assets since the initial purchase price equaled the fair market value of the net tangible assets acquired.
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On October 29, 2003, the Company and the 40% shareholder of Fuji entered into an amendment to the stock 
purchase agreement described above, whereby the Company acquired 20% of the outstanding shares of Fuji for
$5,090,000 on the closing date of the amendment. The Company will acquire the remaining outstanding shares of
Fuji on December 31, 2005 and 2006 for a total of $3,431,000. Provisions for the additional payments based on 
the operating performance of Fuji described above remain in effect. The Company does not expect the total of the
payments due under the amended purchase agreement to be different than the total of those payments under the 
original purchase agreement described previously. 

BiliChek: On March 6, 2003, the Company acquired certain assets related to the BiliChek Non-invasive Bilirubin
Analyzer product line from SpectRx, Inc. for a base purchase price of $4,000,000 and up to $7,250,000 of additional
future payments based on the achievement of various performance milestones following the acquisition through
December 31, 2007. During the year ended June 30, 2004, the Company accrued $1,993,000 for milestones achieved
during the period (of which $1,655,000 was paid as of June 30, 2004). The acquisition expands the Company’s
involvement with the acquired product line from U.S. marketing and sales under a prior exclusive license agreement,
to worldwide marketing and sales and also to the future development and manufacturing of the product. The acquisi-
tion did not materially impact the Company’s net sales or net income during the years ended June 30, 2004 or 2003.
In connection with the acquisition and subsequent milestone payments, the Company recorded $4,370,000 of intangi-
ble assets, representing the fair market value of acquired product-related intellectual property and employee contracts.
The weighted-average amortization period for these intangible assets is approximately 14 years.

Caradyne: On February 27, 2004, the Company acquired 100% of the outstanding capital stock of Western
Biomedical Technologies (WBT), an Ireland-based company, which owns 100% of the outstanding capital stock 
of Caradyne Limited [now known as “Respironics (Ireland) Limited”] for a base purchase price of $5,970,000
(including transaction costs), of which $4,470,000 was paid at closing and up to $1,500,000 is scheduled to be paid
at the end of a two-year retention period. The Company may also be required to make up to $2,500,000 of additional
future payments based on the achievement of various performance milestones following the acquisition through 
July 1, 2005. Subsequent to June 30, 2004, the Company paid $1,000,000 as a result of the successful achievement 
of a performance milestone. WBT and Caradyne Limited are collectively referred to herein as “Caradyne.” Caradyne
is involved in the development, manufacturing and marketing of unique technologies that are complementary with 
the Company’s ventilation product portfolio, primarily used in hospital settings and pre-hospital applications. The
acquisition did not materially impact the Company’s net sales or net income during the year ended June 30, 2004. 
In connection with the acquisition, the Company recorded $3,751,000 of intangible assets, representing the fair 
market value of acquired product-related intellectual property and employee contracts. The weighted-average 
amortization period for these intangible assets is approximately 15 years.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued…>
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> NOTE R: EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted earnings per share:

Year Ended June 30 2004 2003 2002

Numerator:
Net income $ 65,020,000 $ 46,581,000 $ 38,417,000

Denominator:
Denominator for basic earnings per share – weighted-average shares 34,377,000 33,585,000 31,079,000
Effect of dilutive securities – stock options and warrants 932,000 759,000 929,000

Denominator for diluted earnings per share – adjusted 
weighted-average shares and assumed conversions 35,309,000 34,344,000 32,008,000

Basic earnings per share $ 1.89 $ 1.39 $ 1.24
Diluted earnings per share $ 1.84 $ 1.36 $ 1.20

> NOTE S: QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

Following are the unaudited quarterly results of operations for the fiscal years ended June 30, 2004 and 2003:

Three Months Ended September 30 December 31 March 31 June 30

2004
Net sales $164,058,000 $192,318,000 $196,732,000 $206,442,000
Gross profit 84,056,000 101,479,000 106,486,000 110,903,000
Restructuring and acquisition-related expenses 3,345,000 2,545,000 2,885,000 2,167,000
Contribution to foundation – 1,500,000 – 1,344,000
Net income 11,150,000 15,902,000 18,194,000 19,674,000
Basic earnings per share 0.33 0.47 0.53 0.56
Diluted earnings per share 0.32 0.45 0.51 0.55

Three Months Ended September 30 December 31 March 31 June 30

2003
Net sales $138,642,000 $151,881,000 $161,858,000 $177,436,000
Gross profit 68,136,000 76,330,000 82,727,000 92,239,000
Restructuring and acquisition-related expenses 3,165,000 7,043,000 3,182,000 4,398,000
Net income 8,886,000 9,213,000 13,917,000 14,566,000
Basic earnings per share 0.27 0.28 0.41 0.43
Diluted earnings per share 0.26 0.27 0.41 0.42

> NOTE T: SUBSEQUENT EVENT

On July 1, 2004, the Company’s previously announced offer to acquire Profile Therapeutics plc (referred to herein as
“Profile”) was declared unconditional, and the Company paid 50.9 British Pence for each share of Profile. The total
purchase price was 25,140,000 British Pounds (or approximately $46,057,000). Profile is a UK-based company that
distributes, develops and commercializes specialty products to improve the treatment of sleep and respiratory patients.
The acquisition of Profile expands the Company’s presence in the global sleep and respiratory markets, and enhances
the breadth of its products and services with Profile’s new innovative technologies for respiratory drug delivery.
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Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders
Respironics, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheets of Respironics, Inc. and subsidiaries as of June 30,
2004 and 2003, and the related consolidated statements of operations, shareholders’ equity, and cash flows for 
each of the three years in the period ended June 30, 2004. These financial statements are the responsibility of 
the Company’s management. Our responsibility is to express an opinion on these financial statements based on 
our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Respironics, Inc. and subsidiaries as of June 30, 2004 and 2003, and the consolidated results 
of their operations and their cash flows for each of the three years in the period ended June 30, 2004, in conformity
with U.S. generally accepted accounting principles. 

As discussed in Note A to the consolidated financial statements, the Company adopted Statement of Financial
Accounting Standards No. 142, “Goodwill and Other Intangible Assets,” effective July 1, 2002.

Pittsburgh, Pennsylvania
July 20, 2004
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Five-Year Summary
(amounts in thousands except per share data)

Year Ended June 30 2004 2003 2002 2001 2000

Per Share Data
Net income $ 1.841 $ 1.362 $ 1.203 $ 1.09 $ 0.194

Book value at year end 14.84 12.57 11.04 7.75 6.49

Results of Operations
Net sales $ 759,550 $ 629,817 $ 494,919 $ 422,438 $ 368,184
Cost of goods sold 356,625 310,385 260,7955 224,087 205,2305

Income before income taxes 105,2341 74,8902 64,0363 55,908 8,5764

Net income 65,0201 46,5812 38,4173 33,571 5,7524

Financial Position at Year End
Working capital $ 301,032 $ 212,787 $ 198,966 $ 171,985 $ 155,095
Property, plant, and equipment (net) 111,057 98,680 99,935 69,147 66,785
Total assets 711,139 582,196 550,911 367,295 352,577
Long-term obligations 26,897 16,513 59,502 80,055 108,095
Shareholders’ equity 519,053 426,869 367,720 235,268 191,106

Other Data
Capital expenditures 51,391 42,075 39,830 28,236 27,304
Depreciation and amortization 44,556 46,952 34,232 28,338 26,706
Number of employees at year end 3,032 2,698 2,589 2,056 1,940
Diluted shares outstanding 35,309 34,344 32,008 30,886 30,004

Selected Financial Ratios
Gross profit as a percent of sales 53% 51% 47%5 47% 44%5

Income before income taxes as 
a percent of sales 14%1 12%2 13%3 13% 2%4

Effective income tax rate 38% 38% 40% 40% 33%6

Net income as a percent of sales 9%1 7%2 8%3 8% 2%4

Return on average equity 14%1 12%2 13%3 16% 3%4

Debt to equity ratio 5% 4% 16% 34% 57%
Current ratio 2.99x 2.67x 2.79x 4.31x 3.91x

1 Includes the impact of restructuring and acquisition-related expenses related primarily to the restructuring of operations at the Wallingford, Connecticut manufacturing 
facility. These costs reduced net income by $10,942 ($0.19 per share) in fiscal year 2004.

2 Includes the impact of restructuring and acquisition-related expenses related to the integration of Novametrix Medical Systems Inc. (“Novametrix”) and restructuring of
operations at the Kennesaw, Georgia and Wallingford, Connecticut manufacturing facilities, and other acquisition-related costs. These costs reduced pre-tax income by
$18,144, and net income by $11,286 ($0.32 per share) in fiscal year 2003.

3 Includes the impact of a non-recurring purchase accounting adjustment related to reversing acquisition date inventory fair market value adjustments as inventory was sold
subsequent to the acquisition of Novametrix, restructuring and acquisition-related expenses related to the integration of Novametrix, and an asset impairment charge.
These costs reduced pre-tax income by $5,947, and net income by $3,853 ($0.12 per share) in fiscal year 2002.

4 Includes the impact of restructuring expenses related to the Company’s July 1999 restructuring, a specific addition to the allowance for doubtful accounts due to a 
customer bankruptcy, and a one-time reduction in income tax expense. These costs reduced pre-tax income by $33,696, and net income by $19,611 ($0.66 per share) 
in fiscal year 2000.

5 Includes the impact of the restructuring expenses described above of $8,710 in fiscal year 2000 and the non-recurring purchase accounting adjustment described 
above of $1,653 in fiscal year 2002.

6 Includes the impact of the one-time reduction in income tax expense described above.
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Shareholder Information

Corporate Headquarters

1010 Murry Ridge Lane
Murrysville, PA 15668-8525
P: 724-387-5200

Annual Meeting of Shareholders

The annual meeting of shareholders will be held at Two Mellon Bank Center at 501 Grant Street, Pittsburgh,
Pennsylvania on Tuesday, November 16, 2004 at 5:00 p.m., in the Auditorium on the Tenth Floor.

Market for the Company’s Common Stock and Related Shareholder Matters

The Company’s shares are traded on the over-the-counter market and are reported on the NASDAQ National Market
System under the symbol RESP. The Company began trading on the national over-the-counter market on May 12, 1988.
As of October 4, 2004, there were 2,356 shareholders of record of the Company’s common stock.

The Company has never paid a cash dividend with respect to its common stock and does not intend to pay cash 
dividends in the foreseeable future.

High and low price information for the Company’s common stock for the applicable quarter is shown below:

1st 2nd 3rd 4th
Fiscal Year Ended June 30 Quarter Quarter Quarter Quarter

2004
High $43.57 $47.00 $54.74 $58.75
Low $37.96 $40.00 $43.88 $50.53

2003
High $35.21 $34.07 $34.72 $40.00
Low $26.50 $28.76 $28.73 $34.31

Form 10-K

Copies of the Respironics, Inc. Annual Report on Form 10-K can be found on the Company’s website as filed with the
Securities and Exchange Commission; otherwise copies will be mailed without charge upon request. Address requests
to Dorita Pishko, Corporate Secretary, Respironics, Inc. 1010 Murry Ridge Lane, Murrysville, PA 15668-8525.

Shareholder Inquiries/Financial Data

Shareholders, analysts or others seeking information about the company are encouraged to contact Daniel Bevevino,
Vice President and Chief Financial Officer, or James Woll, Vice President and Corporate Controller at Respironics, Inc.
1010 Murry Ridge Lane, Murrysville, PA 15668-8525 or by calling 724-387-5200.
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McDonald Investments Inc.
Merrill Lynch, Pierce, Fenner
Morgan Stanley & Co., Inc.
National Stock Exchange
Parker/Hunter Inc.
Prudential Equity Group, Inc.
Schwab Capital Markets
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Susquehanna Capital Group
The Robinson Humphrey Co.
Timber Hill Inc.
Wachovia Capital Markets
Wells Fargo Van Kasper
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Transfer Agent and Registrar

Mellon Investor Services LLC,
85 Challenger Road, Ridgefield Park, NJ 07660 
or www.melloninvestor.com

General Counsel

Steven P. Fulton
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