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Uear Sharenalders, Customers, and Employees:
We achieved double-digit growth in all of our markets, added new high-profile customers, and

made signiﬁcant progress in operations in fiscal year 2008. These achievements firmly reinforced
ZOLL as a reliable partner and leader in resusciration.

Financial highlights for 2008 include:

Sales increased by 29% from fiscal 2007, to $398 million, due to our broader portfolio of
resuscitation products and innovations;

International sales increased 34%, to $96.6 million, due t broader marker penetration of products,
including strong growth from professional defibrillators, the AED Plus® and AuroPulse® and

We finished fiscal year 2008 with no debt and $71 million in cash, cash equivalents, and
investments, bolstering ZOLLs financial strength and stabilicy.

The AutoPulse continued to gain acceprance with record fourth-quareer sales driving an overall
increase of 21% for the year. [nternational growth was particularly strong at 42% for the year.
QOver 3,500 AutoPulse units are now used to provide CPR around the world, and acceptance
continues to grow.

During 2008 we doubled our sales force for the LifeVest® a fully automatic defibrillator worn by patients at high risk of sudden cardiac
death. Revenue grew more than 509%. Since its introduction, this device has protected over 10,000 patients. Survival from what would
otherwise be an almost universally fatal arrhythmia has been nearly 100% for patients wearing a ZOLL LifeVest.

Our R Sertes® defibrillator with Real CPR Help®, a ZOLL rechnology to improve rescuer CPR, helped us win new hospitals from
competitors and maintain preference for ZOLL in others. Sheffield Teaching Hospitals, made up of five facilities in the United Kingdom,
placed the first order for our new R Series BLS model. In the United States, Virginia Commeonwealth University Medical Center in
Richmond standardized on the R Series. The Mayo Clinic in Minnesota, previously standardized on ZOLL M Series® products, expanded
its commitment with the installacion of its first R Series.

In the EMS market, Rural Metro Corporation, a leading private provider of ambulance and fire protection services in the United States,
selected and began standardizing on our RescueNet® ePCR Suite for electronic patient reporting and the ZOLL E Series® defibrillator.

Our growth this year was distributed across all customer markets of our business. As the largest independent company in the field,
we provide a growing products’ portfolio that supports all aspects of advancing resuscitation practices, and products thar operate in a
focused, integrated fashion.

In hospitals, tracking performance that guides resuscitation improvements; efficient unique asset management tools thar make defibril-
lator fleet maintenance less costly and can help avoid problems during resusciration; as well as the most extensive choices in products for
any area of a hospital; and documentation from CodeNet® have clearly driven preference for ZOLL.

In EMS, our broad capabilities always set us apart from any competitor. We bring together the most rugged portfolio of resusciration
products with information technologies that span every aspect of EMS systems’ operations, from crew scheduting to billing. In addition,
we offer new solutions for resuscitation, like the AutoPulse, thar enhance crew safety during patient transporr, while also providing

uninterrupted CPR and better blood flow.

And across every aspect of our AED business, the growing understanding of the importance of quality CPR, combined with AED use,
has set us apart since we launched the AED Plus in 2002. There is no match for the AED Plus with Real CPR Help in the market today.

As we mark our 25th year of delivering resuscitation products to emergency care providers, we think it appropriate to note our dedication
to compliance with government regulations for the manufacturing of quality medical devices. We are proud of our record of continuous
customer support and our overall reputation within our industry.

ZOLL has a strong commitment to helping improve survival races from sudden cardiac arrest. Looking forward, we believe our long-
term future is very bright for both business and clinical advances. With our strong 2008 performance, we have become an even more
attractive and reliable partner for customers who share our commitment. Thank you to our shareholders, customers, and employees for

your continuing support.

Sincerely,

o K o

Richard A. Packer
Chairman and Chief Executive Officer
December 2008
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PART1

Except for historical information, the matters discussed in this Annual Report on Form 10-K are forward-
looking statements that involve risks and uncertainties. The Company makes such forward-looking statements
under the provision of the “Safe Harbor” section of the Private Securities Litigation Reform Act of 1995, Actual
future results may vary materially from those projected, anticipated, or indicated in any forward-looking
statements as a result of certain risk factors. Readers should pay particular attention to the considerations
described in Part I, Item 1A, of this report entitled “Risk Factors.” Readers should also carefully review the risk
factors described in the other documents that the Company files from time to time with the Securities and
Exchange Commission, In this Annual Report on Form 10-K, the words “anticipates,” “believes,” “expects,”
“intends,” “future,” “could,” and similar words or expressions (as well as other words or expressions referencing
future events, conditions or circumstances) identify forward-looking statements. The Company assumes no
obligation to update forward-looking statements or update the reasons actual results, performance or
achievements could differ materially from those provided in the forward-looking statements, except as required
by law.

Item 1. Business.
Overview

ZOLL Medical Corporation (ZOLL or the Company), a Massachusetts corporation incorporated in 1980,
develops technologies and software that help clinicians, emergency medical services (EMS) personnel and lay
rescuers advance the practice of resuscitation.

To understand resuscitation, it is important to first provide background information about:

»  The anatomy of the heart;

+  Sudden cardiac arrest (SCA) and how rapid, life-saving interventions can help SCA patients;
+ The different arrhythmias that can lead to SCA;

s The issue of traumatic injury and its effects that can also lead to SCA;

- Recent developments and new research in the areas of emergency cardiovascular care and the
performance of cardiopulmonary resuscitation (CPR); and

s A definition of the resuscitation technology market.

Anatomy of the Human Heart

The normal human heart has four chambers, and expands and contracts more than 100,000 times each day.
The two smaller, upper chambers are the atria, and the two larger, lower chambers are the ventricles. The walls of
the atria and the ventricles are made up of cardiac muscle, which contracts rhythmically when stimulated by an
electrical current. Normally, the heartbeat starts in the right atrium when a specialized group of cells sends an
electrical signal. This signal spreads through the atria and then moves to the ventricles. As a result, the atria
contract a fraction of a second before the ventricles. This exact pattern must be followed to ensure that the heart
beats properly. This contraction and relaxation of the four chambers pumps blood to the lungs and the rest of the
body.

Sudden Cardiac Arrest

Sudden cardiac death resuits from the sudden, abrupt loss or disruption of heart function. This abrupt loss of
function, also known as sudden cardiac arrest (SCA), causes lack of blood flow to vital organs. SCA results ina
loss of blood pressure, pulse, and consciousness. Commonly, SCA is caused by an abnormal heart rthythm called
ventricular fibrillation, which occurs when the heart beats too rapidly and/or chaotically, or not at all (cardiac
standstill from other non-fibrillation dysrhythmias such as pulseless electrical activity).
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According to the Center for Disease Control and Prevention, there are an estimated 460,000 deaths from
SCA annually in the United States, and approximately 1,000 people die of SCA every day. SCA strikes without
warning and can kill its victims within minutes; most victims have no prior symptoms. Many of these deaths are
from ventricular fibritlation. For SCA victims, time is the most critical element for survival. For every minute of
delay in the restoration of effective cardiac function provided by defibrillation—the process of delivering
electrical current to the heart to stop the fibrillation and permit the return of coordinated cardiac contractions—-
survival decreases by as much as 10%. According to the American Heart Association (AHA), more than 95% of
SCA victims in the U.S. die, in many cases because life-saving defibrillators arrive too late, if at all.

Different Arrhythmias that can Lead to SCA

Arrhythmias are abnormal rhythms of the heart caused by insufficient circulation of oxygenated blood,
drugs, electrical shock, mechanical injury, disease, or other causes. The three types of major arrhythmias are
ventricular fibrillation and tachycardia; atrial fibrillation and flutter; and symptomatic bradycardia. It is possible
for a patient to experience more than one type of arrhythmia during SCA. In these situations, it is important for
trained rescuers to have equipment that has defibrillation and pacing capabilities, as well as technology that can
assist with CPR performance.

Ventricular Fibrillation. Ventricular fibrillation is a condition in which disorganized electrical activity
causes the ventricles to contract in a rapid, unsynchronized, and uncoordinated fashion. When this occurs, an
insufficient amount of blood is pumped from the heart. Ventricular fibrillation is the most common arrhythmia
thought to cause SCA. The onset of ventricular fibrillation often occurs without warning and causes the heart to
cease pumping blood effectively. This sudden stopping of the heart is known as cardiac arrest, which is the cause
of sudden cardiac death.

The only accepted treatment for ventricular fibrillation is defibrillation. In emergency situations, external
defibrillation was conventionally administered through hand-held paddles placed on the patient’s chesi.
However, external defibrillation is now more likely to be administered through disposable adhesive electrodes,
which are believed to be safer and easier to use than paddles.

According to the AHA, early defibrillation of ventricular fibrillation is the single most effective intervention
in the rescue of a victim of SCA. Each minute of delay in returning the heart to its normal pattern of beating
decreases the chance of survival by 7% to 10%. Furthermore, there is an increasing body of evidence that other
actions, in addition to defibrillation, must occur 1o maximize the chance of a successful resuscitation. These
actions comprise a “Chain of Survival” consisting of early access, early CPR, early defibrillation, and early
advanced care.

Atrial Fibrillation. The AHA estimates that close to 2 million Americans suffer from atrial fibrillation.
Atrial fibrillation is a condition in which disordered electrical activity causes the atria to contract in a rapid,
unsynchronized and uncoordinated fashion. This inefficient contraction results in a smaller amount of blood
entering the ventricles, which in furn results in an mnsufficient level of circulation. Since blood is not pumped
completely out of the atria, the blood can pool and clot. While not immediately life threatening, atrial fibrillation
can lead to significant health threats, such as stroke. Over time, poorly functioning atria can also cause the
ventricles to work harder, wear out sooner, and eventually lead to cardiac arrest.

Common forms of treatment for atrial fibrillation include cardioversion and drug therapies. During
cardioversion, a defibrillator delivers electrical current that is synchronized with a patient’s heartbeat to return
the atria to a normat rthythm. Cardioversion is usually an elective therapy, scheduled and performed in a
controlled environment. All of ZOLL’s mannal defibrillators include cardioversion capability.

Bradycardia. Bradycardia is a condition in which the heart beats too slowly. The principal therapies for the
emergency treatment of bradycardia are drugs and temporary cardiac pacing, either or both of which may be used
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to stimulate effective cardiac contractions and restore circulation, Cardiac pacing utilizes an electrical pulse to
stimulate the patient’s heartbeat. For the emergency treatment of bradycardia, there are two primary techniques
for temporary pacing: invasive endocardial pacing, in which a wire is inserted directly into the heart to provide
the electrical stimulus: and non-invasive temporary pacing, which uses gelled electrodes applied to the patient’s
chest to conduct an electrical stimulus. Non-invasive temporary pacing is an option on most ZOLL defibrillators
and is recommended as a treatment for bradycardia in the AHA’s resuscitation protocols.

Traumatic Injfury and its Effects

Trauma is widely recognized as a major health problem and the third leading cause of death in the U.S. In
2003, there were over 164,000 fatal injuries in the United States. Severe injury is the number one killer of both
children and young adults up to age 44. As a disease of young people, it is also the leading cause of life years
lost. The leading causes of death following traumatic injury are brain injuy, blood loss, and organ failure from
excessive inflammation. SCA can also occur in trauma patiens.

Recent Developments and New Research in the Areas of Emergency Cardiovascular Care and CPR
Performance

In 2000, a workshop, known as the Post-Resuscitative and Initial Utility in Life-Saving Eftorts (PULSE),
convened to address resuscitation research in the areas of SCA and injury from trauma. The PULSE report,
published in Circulation, noted that earlier and better CPR, rapid defibrillation, and earlier hemorrhage control
will lead to improvements in survival. One recommendation made was that “technology-based methodologies for
monitoring and performing resuscitation should be improved,” along with the use of “new and novel devices to
produce blood flow during cardiac arrest.”

The 2005 American Hearr Association Guidelines for Cardiopulmonary Resuscitation and Emergency
Cardiovascular Care provides recommendations about how lay rescuers and healthcare providers should
resuscitate victims of cardiovascular emergencies, including SCA, which is fatal within minutes of onset, if not
treated with CPR. and/or defibrillation. The Guidelines, which began in the early 1990s, are updated every five
years to reflect advancements in resuscitation research and the science. The European Resuscitation Council
(ERC) and International Liaison Committee on Resuscitation (ILCOR) also release updated Guidelines every
five years in conjunction with the AHA. The next Guidelines will be published in 2010 and Interim Statements
reflecting new science are released between Guidelines publication when important changes in practice are
acknowledged by experts.

A major theme in the latest 2005 release is the emphasis on performing effective, high-quality CPR.
According to the AHA and the ERC, the new focus resulted from studies that showed that “blood circulation
increases with each chest compression in series and must be built back up after interruptions.” In addition, the
authors of the Guidelines noticed a “striking” difference between data showing the critical role of early, high-
quality CPR in increasing cardiac arrest survival rates, and data showing that few victims of cardiac arrest
receive CPR—with even fewer receiving high-quality CPR.

The AHA and the ERC also maintain that early CPR can quickly return oxygen-rich blood to the heart and
throughout the body. In addition, when CPR is performed in conjunction with defibrillation, which is indicated in
approximately 50% of collapsed victims, it can help restore normal heart rhythm, which can double a victim’s
chance of survival, especially for the 75-80% who suffer cardiac arrest at home. Indeed, without immediate
intervention, an SCA victim has only about a 5% chance of survival. But if CPR and defibrillation are provided
within the first three minutes after collapse, survival rates can reach as high as 75%. Interim Statements have
recently reaffirmed the importance of CPR, the importance of the quality of chest compressions administered, as
well as recommended chest compression only CPR without ventilation in an effort to encourage more bystanders
to act when SCA occurs.




The Resuscitation Technology Market

The Company develops technologies that help clinicians, EMS personnel and lay rescuers advance and
improve the practice of resuscitation. In order to advance resuscitation practices, the Company believes it must
provide technology that addresses various clinical interventions that are part of resuscitation efforts. These
include the following:

Pacing, which helps regulate the heartbeat when the heart’s natural native pacemaker is not fast enough,
or if blockages in the heart’s electrical system prevent impulses from reaching the ventricles. ZOLL has
been a leader in pacing technology since its first commercial product was released in 1984.

Defibrillation, which uses an electrical current to stop the chaotic rhythm so the heart can reestablish its
normal rhythmic beating. It is used in patients experiencing dangerous arrhythmias or SCA. ZOLL is
also a leader in the area of defibrillation, and its products have been deployed and accepted by
professional healthcare personnel worldwide.

Circulatory support and assistance for manual CPR performance, which involves helping to circulate
oxygenated blood throughout a patient’s body when the heart in unable to do so. This is accomplished
through manual chest compressions (pushing on the chest) and forcing air into the lungs of a patient via
rescue ventilation. ZOLL’s Real CPR Help® technology offers real-time feedback to rescuers so that
they can monitor and improve CPR performance, ZOLL was the first manufacturer to offer this
feedback mechanism in an automated external defibrillator (AED), which is a portable device that
analyzes the heart’s rhythm and, if necessary, allows rescuers to deliver an electric shock to an SCA
victim. ZOLL now also offers Real CPR Help technology in most of its professional defibrillators, 1t is
now also a feature of all of its ALS defibrillators.

Automated circulatory support, which antomates the process of performing chest compressions rather
than having rescuers perform them manuvally. This intervention can help decrease interruptions, while
increasing the quality of chest compressions (i.e., maintaining proper rate and depth). The ZOLL
AutoPulse® helps healthcare professionals in pre-hospital and in-hospital seitings automate the process
of delivering CPR chest compressions.

Fluid replacement, which provides circulatory support through intravenous fluid administration that is
the primary treatment for hypovolemia. Hypovolemia, the decrease in the volume of circulatory blood,
is a common condition found in trauma patients and can lead to shock, SCA and/or death, Trauma is
widely recognized as a major health problem and is the third leading cause of death in the U.S. ZOLL’s
Power Infuser® has been widely accepted by the U.S. military for fluid resuscitation, and the Company
believes it will be adopted in the circulation market in the future.

Data management, which involves software that automates the documentation and management of both
clinical and non-clinical information in pre-hospital and hospital settings. These products can work
together in an integrated system so that information can be captured, documented, and managed
throughout the care of a patient, from the field to the hospital. ZOLL information management solutions
involve: electronic documentation and data gathering (e.g., computer aided dispatch, data from the 911
call, to patient vital signs, to records managements and billing information): aggregation of this type of
data; and the ability to review and analyze information for remedial training/continuous quality
initiatives (CQI) or other strategic planning efforts; and management of data within the Fire department
enterprise to document and improve response.

Ventilation involves air entering and leaving the lungs, allowing the body to expe! carbon dioxide and
oxygenate blood that circulates through a patient’s body. While some ZOLL products currently record
data related to ventilation and respiration, we do not offer any therapeutic devices for ventilation, We
plan to offer products in the future specifically for ventilation of patients, and the Company regards
making improvements to ventilation practices in resuscitation as a future growth area.




*+  Hypothermia, which involves cooling patients a few degrees after successful resuscitation (i.e., to
91.5°F or 33°C), may play a role in helping resuscitated patients recover. The 2005 AHA/ERC/ILCOR
Guidelines suggest that mild hypothermia may be beneficial to neurological outcome without significant
risk of complications. We have recently acquired proprietary technology in this area that includes
devices to provide cooling of a circulating solution and endovascular catheters that provide for thermal
transfer to cool circulating blood.

ZOLL’s Care Technology

The Company’s line of defibrillators developed for use by professional and lay rescuers include three core
technologies that are implemented throughout the product line. They include:

+ Rectilinear Biphasic™ waveform, which is utilized in our line of professional defibrillators and AEDs;
= External pacing technology in the Company’s professional defibrillators; and

* Real CPR Help technology in its professional defibrillators and AEDs.

ZOLL’s Biphasic Waveform. External defibrillators deliver current over time to the heart, which results in a
defined waveform shape. Earlier defibrillating waveforms were monophasic, meaning, that current is delivered in
a single pulse that flows in one direction. Recent technology improvements included the development of biphasic
waveforms, which, in contrast, deliver current that first flows in a positive direction for a period of time and then
reverses direction so that it flows in a negative direction.

ZOLL's primary competitors offer biphasic waveformis using the same general waveform shape. However,
the Company has developed a uniquely shaped biphasic waveform, which achieves higher efficacy at lower
current levels than monophasic waveforms, ZOLL's biphasic waveform reduces the heart’s exposure to high
peak current, which helps to reduce risk to the patient, while increasing efficacy. In addition, ZOLL’s biphasic
waveform keeps the waveform shape and duration constant over a wide range of patients whose differing
physiologies affect the conduction of current, which also helps to improve efficacy.

External Pacing Technology. In 1984, the Company introduced a non-invasive temporary pacemaker based
on the research of Paul M. Zoll, M.D., one of the Company’s founders. This technology, which was the
cornerstone of the pacing capability in ZOLL’s line of hospital defibriliators, has been clinicalty shown to offer
supetior capture rates and provide lower mean capture thresholds. It also allows better patient tolerance of
external pacing due to reduced current requirements and large surface area electrodes that deliver the current. In
1992, the AHA elevated non-invasive pacing to the initial treatment of choice for certain serious patient
conditions (Class 1 for profound bradycardia). This means that external pacing should be performed on patients
because of the clear benefit, with little risk. The Company believes that it was the market leader for this
technology at that time and remains so today.

Real CPR Help Technology in its Professional Defibrillators and AEDs. In 2002, with the launch of the
AED Plus®, ZOLL introduced technology that allows rescuers to see and hear how well they perform the rate and
depth of chest compressions during a cardiac arrest event. Along with the AED Plus, ZOLL has integrated this
Real CPR Help technology into the AED Pro®, M Series®, E Series® and R Series®.

ZOLL’s Line of Resuscitation Products
The Company’s resuscitation products fall into the following categories:

« Professional defibriliators, which include the M Series, E Series, R Series, and AED Pro with manual
defibrillation capability;

»  AED products for use by minimally trained rescuers, which include the AED Pro and the AED Plus;
+ Disposable electrodes used with ZOLL’s line of defibriltators;
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* The AutoPulse Non-invasive Sudden Cardiac Support Pump, used to automate the process of delivering
chest compressions;

* Documentation and information management, which include RescueNei® for EMS and fire personnel
and CodeNet® for hospitals;

* Device and technology designed for endovascular hypothermia {developmental stage);

* A wearable automatic defibrillator, the ZOLL LifeVest®, which is prescribed by cardiologists for
individual patient wear during periods of risk of SCA; and

»  Fluid replacement utilizing the ZOLL Infuser, also known as the Power Infuser®, in trauma.

Professional Defibrillators

A professional defibrillator is used by trained healthcare professionals to defibrillate a person in SCA.
Healthcare professionals can review a patient’s heart thythm, determine the need for a shock and manually select
the level of energy (“dose”, calculated in joules) used to defibrillate. ZOLL’s professional defibrillators also
include monitoring selectable parameters (e.g., oxygen saturation levels, 12-lead acquisition and analysis,
invasive and non-invasive blood pressure, and end tidal C(Q, concentrations among others) to provide an
assessment of a patient’s condition.

M Series Defibriflators. The M Series family of products was designed for both the hospital and pre-hospital
markets. ZOLL currently sells 11 models of this device, including a model designed for critical care transport
and a model tested and certified for use on military aircraft, New 10 most models of the M Series is Real CPR
Help, real-time feedback that measures the rate and depth of chest compressions.

The large number of models reflects user selection and need for various features and options such as shock
advisory capability, (2-lead ECG, diagnostic operation, and data transmission features. The M Series
defibrillator is the Company’s best-selling product to date. It has been selected as the standard device by
institutions such as Brigham and Women’s Hospital, The Mayo Clinic, The Johns Hopkins Hospitals, the U.S.
Armed Forces, and the German Army. ZOLL believes that the M Series’ clinical superiority and range of
features have helped maximize customer retention by reducing the need for operator retraining and enhancing
operator confidence.

M Series defibrillators were designed to allow customers to add features depending upon their individual
needs. Other features available include the following:

*  Complete Data Management. A code marker system follows protocols established by the AHA, and it
allows complete documentation of an event with a “one touch” data annotation feature. The record made
of the event includes all information collected by the defibrillator and can be upgraded to include an
optional voice recording. All of this data is stored on a removable data card. It can also be transmitted
electronically to other devices via a serial port, buili-in modem, and Bluetooth® wireless
communications, allowing significant flexibility in moving data for purposes of remote consultation and
recordkeeping. ZOLL also developed software applications for the archiving and trending of this
information.

+ Diagnostic 12-lead ECG with Interpretive Statement. The 12-lead feature enables a user to get a
diagnostic ECG tracing, or a view of the heart’s electrical activity. 12-lead is used to provide rapid and
carly identification of myocardial infarction, commonly called a heart attack, in the pre-hospital setting.
ZOLL pays royalties to GE Medical Systems (GEMS) on each 12-lead analysis program sold.

*  Pulse Oximetry. Pulse oximeters determine the oxygen saturation levels in blood (Sp0O;,), allowing a
rapid identification of potential problems in the cardiopulmonary system. Since pulse oximeters can
help detect the onset of cardiovascular incidents, pulse oximetry is now widely used in both hospital and
pre-hospital settings when monitoring patient vital signs. While conventional pulse oximeters do not
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perform well during patient motion or in intense light, ZOLL uses Masimo Corporation’s patented
technology, which is designed to overcome these technical problems. ZOLL purchases circuit boards
and sensors from Masimo Corporation, The Company has a non-exclusive license to use the patented
technology incorporated in these parts, which are incorporated, in tarn, into ZOLL’s products.

Capnography. Capnography, also known as EtCO,, is the measurement of the amount of carbon
dioxide being exhaled, allowing for rapid identification of potential problems in the cardiopulmonary
system, ZOLL purchases circuit boards and sensors from Respironics Novametrix LLC that provide this
feature. In October 2004, ZOLL announced new plug-and-play mainstream and side stream EtCO,
monitoring capability designed for ease of use in pre-hospital settings. Users can easily select the
optimum CO, monitoring method based on the patient’s condition.

Non-invasive Blood Pressure Measurement. ZOLL incorporated a non-invasive blood pressure
measurement capability, also known as NIBP, and integrated it into the M Series and E Series
defibrillators. ZOLL purchases circuit boards, hoses, and cuffs from SunTech Medical to provide this
feature.

E Series Defibrillutors. The E Series family of products is a line of defibrillators for the pre-hospital
environment, which also offers a range of similar monitoring and data features that are also available on the M
Series. The E Series was launched in July 2005 and began shipping in September 2005, Designed specifically for
the EMS market, the E Series offers several unique features that will allow the Company to expand the EMS
portion of the pre-hospital market. The E Series is targeted towards Advanced Life Support providers, and it
includes all of the features of the M Series, as described above, including Real CPR Help. ZOLL believes that the
E Series is the only rugged, durable defibrillator available today that offers the following:

Designed to Meet the Needs of the EMS Environment. A suitcase-style with a protective roll cage
allows customers to carry or store the device more easily. It also offers a Rapid Cable Deployment
System™ that helps manage all the parameter cables, allowing for faster deployment.

TriMode Display™. The E Series allows users to view the screen under virtually any lighting
conditions.

Improved Event Synchronization. The E Series is equipped with a built-in GPS clock that allows
customers to automatically synchronize all dispatch, defibrillator, and intervention call times, improving
overall data accuracy.

See Thru-CPR®, The Company’s unique See-Thru CPR technology lets rescuers see a patient’s
underlying cardiac rhythm during resuscitation efforts and eliminates the need to stop compressions to
see if defibrillation was successful. Stopping CPR to determine successful defibrillation is a significant
source of interruptions that reduces CPR effectiveness.

Advanced Communication Technology. The E Series offers multiple data transmission options 1o a
variety of destinations. ZOLL Data Relay (ZDR) is a STEMI (S-T segment elevation myocardial
infarction) transmission capability designed to relay real-time 12-lead ECG and vital trend data from the
field to the hospital via e-mail or facsimile, This transmission option is recommended in the 2005 AHA
Guidelines for out-of-hospital use to help reduce time to perfusion in STEMI patients. Dial-up
Networking (DUN) is a new additional transmission capability designed for the needs of the
pre-hospital user wishing 1o seamlessly transmit |2-lead ECG and patient vitals from the field to the
hospital destination. The E Series wireless option carries the CE mark and is pending 510(k) clearance
from the U.S. FDA and Medical Device License from Health Canada.

R Series Defibrillators. Designed for hospitals, the Company believes that the R Series, launched in October
2006 with first commercial shipment in early 2007, sets a new standard for simplicity and operational readiness,
which will help improve in-hospital resuscitation efforts. Moreover, the R Series simplifies and speeds
deployment of pacing and defibrillation therapy. It also offers tools that can help clinicians improve CPR
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performance. Finally, the R Series offers automated checks designed to help maximize the readiness of the R
Series for clinicians. The R Series offers a range of new features:

The OneStep System™. The OneStep System provides a single cable for pacing, monitoring, and
defibrillation. It also includes one electrode set through which clinicians can monitor, pace, defibrillate,
and get real-time feedback on chest compressions, also known as Real CPR Help.

Tools Help Users Improve CPR Performance. More than half of in-hospital codes involve
non-shockable rhythms. In such cases, the only treatment for such rhythms is high-quality CPR, with
minimal interruptions. The R Series offers See-Thru CPR functionality that helps clinicians minimize
interruptions in CPR performance. While viewing the ECG on a monitor/defibrillator, artifact (i.e.,
“noise”) from chest compressions make it difficult to discern the presence of an organized heart rhythm
unless compressions are halted. See-Thru CPR filters out this artifact so clinicians can view an
underlying rhythm without stopping chest compressions.

In addition to See-Thru CPR, the R Series offers a visual aid known as the CPR Index™ that allows
clinicians to see how well they are performing the rate and depth of chest compressions in real time.
This Index, along with audible prompts (e.g., “Push Harder” and “Good Compressions™), helps
clinicians improve CPR performance by integrating rate and depth into a single indicator on an
casy-to-read display. With this feedback, clinicians know how well they are performing compressions
and can quickly adjust their compressions to improve blood flow.

Additionally, all CPR performance data and the entire resuscitation record, including the ECG, can be
downloaded into ZOLL CodeNet and reviewed for quality assurance and training purposes. CodeNet is
the first system to help document, review, and manage a complete set of data for in-hospital resuscitation
events, including both code event data and defibrillator data, on one synchronized timeline.

Self-testing and Readiness Checks. The R Series extends testing beyond shock delivery and checks
more than 40 measures of readiness, including the presence of the correct cables and electrodes, the type
of electrode, and other important electronics. All of this testing occurs without disconnecting electrodes
or paddles, or requiring additional equipment to test shock delivery, The system provides a printed or
electronic log to alert hospital personnel of any concerns in advance of a code. A simple green check
mark indicates that the R Series is ready for use.

WiFi and asset management software. The R Series product line has recently been expanded to offer
the capability for individual R Series devices to communicate over a hospital wireless network to
provide information to Biomedical/Clinical Engineering staff related to device performance and
readiness for use. A software program to assist in device management and preventative maintenance for
key device safety checks and items like battery condition has also been introduced to support the R
Series product line. The same wireless network in the hospital can also provide a gateway for sending
clinical data after a resuscitation event to ZOLL Data management products that support resuscitation
quality assurance activities, documentation of events and participation in an AHA National Registry.

Two new models of the R Series that add a simplified one button AED interface in combination with
the professional interface on current models will be introduced shortly to expand the range of needs the
R Series product offer can meet in a hospital. As with all of ZOLL professional defibrillators, options
will be added that will expand the offerings of the R Series in the future.

Automated External Defibrillators

An automated external defibrillator (AED) is a portable device that analyzes the heart’s rhythm and, if
necessary, allows a rescuer to deliver an electric shock to a victim of SCA, An AED can automatically determine
the appropriate treatment for the victim, and provide rescuers with instructions usually via audio and text
prompts. It typically consists of a main unit that provides controls and instructions, and detachable electrodes that
the rescuer places on the victim’s body.
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The latest research on AED usage suggests that rescuers will be advised to shock a victim only
approximately half of the time an AED is used to treat sudden collapse. If no shock is advised, a rescuer should
provide chest compressions and ventilation (CPR) until other rescuers arrive to improve the victim's chances of
survival. For that reason, ZOLL believes that an AED, designed for the infrequent rescuer, needs to provide the
best possible support for CPR. CPR is often associated with a return of a “shockable” ventricular rhythm, making
defibrillation possible later in the event. Rescuers, therefore, must be capable of both using the AED and
providing temporary circulatory support with CPR.

AED Plus Automated External Defibrillator. Introduced in 2002, the AED Plus was the first automated
external defibrillator to provide real time feedback related to both rate and depth of chest compressions to a
rescuer, referred to as Real CPR Help. Since its introduction most other AED’s now incorporate rescuer
assistance for CPR. in the form of prompts or metronomes but no other AED is approved in the United States that
provide real time monitoring of rate and depth. The Company believes this capability is an important element of
improving resuscitation outcomes and strong support for CPR improvement by the American Heart Association
and other similar authoritative bodies provides validation of the importance of this feature in ZOLL devices.
Designed for the infrequent user, the AED Plus assists the user in defibrillation and CPR and incorporates several
unique and proprietary elements designed to provide more comprehensive support for infrequent rescuers. The
device also includes a highly simplified graphical user interface, one-piece electrode pads, and easily obtained
consumer batteries for operation. The AED Plus supports the complete Chain of Survival (early access, early
CPR, early defibrillation, early advanced care), helping rescuers with all SCA victims—even those victims for
whom no defibrillating shock is advised.

AED Pro Awtomated External Defibrillator. The AED Pro was introduced in March 2005, The AED Pro
offers Real CPR Help, a large display that allows users to see the patient’s ECG. It also offers advanced
capabilities for Basic Life Support (BLS) and Advanced Life Support (ALS) users. These features include ECG
monitoring with standard ECG electrodes; combined AED capability with manual defibrillation, with controlled
access for ALS users; and heightened ruggedness and durability.

- The AED Pro offers more sophisticated functionality and durability than typical AEDs for first responders
and lay rescuers., By including these features in an AED, ZOLL provides emergency personnel with more
advanced treatment tools, This new product allows ZOLL to build further on the success of the AED Plus and the
M Series in the EMS and hospital markets. The AED Pro fits directly between these two products because it is
flexible enough to meet requirements in tiered systems that include both BLS- and ALS-trained personnel. The
Company believes the AED Pro can be targeted to this market niche, since it supplements a professional vser’s
need for an advanced defibrillator, with the ease and convenience offered by an AED.

AutoPulse Non-invasive Cardiac Support Pump

The Company develops and markets the ZOLL AutoPulse, which is manufactured at our ZOLL Circulation
subsidiary in Sunnyvale, California. The AutoPulse is an automated, portable device that provides temporary
circulation of blood to patients whose hearts have stopped pumping blood. It is comprised of a backboard and a
simple load-distributing LifeBand® that fastens across a victim's chest. The AutoPulse automatically calculates
the patient’s shape and size for maximum compression/decompression benefit without the need to enter patient
information or make manual adjustments. The AutoPulse improves the consistency of circulatory support, while
reducing the manpower required to perform CPR.

The AutoPulse compresses the entire chest in a unique, consistent “hands-free” manner, moving much more
blood than can be moved with manual CPR chest compressions. Additionally, it offers the benefit of freeing up
rescuers from performing manual chest compressions so they can focus on other life-saving interventions. It also
can decrease the risk of injury to the rescuer when compared to doing manual compressions in the back of a
moving ambulance or on a hospital gurney.
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At the end of fiscal 2008, there were approximately 1,270 agencies and hospitals worldwide using the
AutoPulse as part of their resuscitation protocols.

Information Management

Resuscitation and Other Information for EMS and Fire Service. The Company’s ZOLL Data Systems
subsidiary provides various software products to support an EMS and fire organization’s operation. ZOLL Data
Systems develops and markets ZOLL RescueNet, an integrated suite of data management solutions that is
designed to maximize specific business processes through the information presented via a common database.
RescueNet is a fully integrated data management system that gathers and centralizes information, and links the
pre-hospital chain of events into a single EMS system.

Included in the wide range of products offered to emergency services agencies by ZOLL Data Systems are
computer assisted dispatching programs, crew and traffic scheduling software, fire records management software
for fire department incident reporting and pre-planning. Data reporting to federal agencies such as, the National
Fire Incident Reporting System and the National Emergency Medical Services Information System, is also
incorporated into many of the software products. Other capabilities include reports for EMS event and patient
data in required formats to multiple state EMS agencies in software products produced by ZOLL Data Systems.

RescueNet benefits EMS agencies by reducing duplication of processes and data entry, improving data
accuracy and data sharing with an increase in operational efficiency, and—most importantly—improved patient
care and enhanced quality of service. RescueNet has been installed at more than 700 EMS customer locations in
the United States, Canada, the United Kingdom, and Auwustralia. Through their EMS-specific functionality,
RescueNet solutions allow these organizations to obtain measurable process and quality improvements. Such
improvements include better clinical documentation and quality of service, more efficient cash flow, and
operations that are more effective. Furthermore, RescueNet solutions allow customers to review data to make
better-informed decisions that help improve resuscitation protocols and outcomes.

Resuscitation Information for Hospitals. ZOLL develops and markets software for data collection related to
resuscitation practices in hospitals. ZOLL offers a system called CodeNet to provide data collection during
resuscitation and to later organize this data into useful information related to performance measures for
resuscitation practices. Other competitors in the hospital market offer products that are similar but, the Company
believes, generally much more limited in scope and capability than CodeNet.

CodeNet allows the electronic documentation of events during a cardiac arrest event in a hospital, with
automatic time stamping. The individual patient record can be combined with the defibrillator record after the
event, resulting in complete time synchronization of al interventions during a cardiac arrest event. Additionally,
CodeNet also provides a link to download case event information to the AHA’s National Registry of
Cardiopulmonary Resuscitation, a database of in-hospital cardiac arrest events.

Fluid Replacement

Power Infuser for Fluid Resuscitation Efforts. ZOLL manufactures and markets the ZOLL Infuser {also
known as the Power Infuser in military settings), a small, lightweight, easy-to-use device that provides highly
controled, rapid delivery of intravenous (IV) fluids to trauma victims. Primarily sold to the military, this product
has applications in aeromedical transport, EMS, and emergency room settings.

The ZOLL Infuser utilizes a patented process to precisely control the infusion of fluid into the patient to
significantly improve the resuscitation benefir. Its automated fluid control features are suited to the harsh
conditions typically found on a battlefield or in EMS environments. The technology is highly efficient, allowing
the device to be extremely small and portable and to run off standard AAA batteries,

12




The ZOLL Infuser helps provide circulatory support through TV fluid administration. Fluid is the primary
treatment for hypovolemia, which is the decrease in the volume of circulatory blood, a common condition found
in trauma patients that can lead to shock and death.

The infusion of fluids to treat hypovolemia is typically accomplished using a gravity driven feed, often by
elevating a bag on an IV pole. Gravity can be augmented by squeezing the bag manually or with an inflatable
pressure infuser. These typical methods are cumbersome to use in many emergency settings, such as the
battlefield, and do not provide for the accurate control of the amount of fluid entering the patient. Since both
over- and under-infusion can be life threatening, the ZOLL Infuser allows for controlled delivery of fluids, which
is critical for survival.

Disposable Electrodes

ZOLL offers a variety of single-patient-use, proprietary disposable electrodes for use with ZOLL's line of
defibrillators and AEDs. Among the Company’s primary competitors, ZOLL is the only company to engineer
and manufacture its own electrodes. ZOLL has continually innovated and upgraded its electrode product line,
including the prospadz® Biphasic Multi-function Electrodes specifically designed for use with the ZOLL
Rectilinear Biphasic™ waveform for cardioversion of atrial fibrillation. In November 2006, ZOLL introduced
the OneStep electrode system and star-padz® with Real CPR Help in conjunction with the launch of the ZOLL R
Series. The OneStep System provides a single cable for pacing, monitoring, and defibrillation. It also includes
one electrode set through which clinicians can monitor, pace, defibrillate, and get real-time feedback on chest
compressions, also known as Real CPR Help. In fiscal 2002, ZOLL introduced, in conjunction with its AED Plus
defibrillator, the unique one-piece CPR-Dspadz electrode, which provides feedback on the quality of CPR
compressions.

A factor that might lead to higher electrode sales is the use of interpretive algorithms for automated
defibrillation. The monitoring required to assess the patient's condition can only be achieved with electrodes and
not with the traditional defibrillation paddles. Additionally, the use of automated external defibrillators in
non-medical settings, and the CPR-Depadz electrode introduced with the AED Plus, and now available on the
AED Pro, should also contribute to our electrode revenues in the future.

Wearable Automatic Defibrillator

ZOLL manufactures and markets a wearable external defibrillator system through its subsidiary, ZOLL
Lifecor Corporation, since April of 2006,

The ZOLL LifeVest Wearable Defibrillator is worn by patients at risk for SCA. The device is prescribed by
a patient’s physician, typically a cardiologist, for wear during a period of temporary risk of a fatal arrythymic
event. Wear by patients awaiting an implantable defibrillator is common. Wear during implantable defibrillator
replacement or explantation of an implantable device due to infections of the site of implantation or leads is
common. Wear, if an implantable defibrillator is not feasible due to patient morbidity lifestyle or occupational
limitations to the use of an implantable device, have also been medical justification for prescription.

The LifeVest monitors the patient’s cardiac rhythm continuously, and if the patient develops a life-
threatening heart rhythm, the device delivers a shock automatically to restore the patient’s heart to a normal
rhythm. To date, more than 12,000 patients have worn the LifeVest,

Hypothermia

In September 2007, ZOLL completed the acquisition of the assets of Radiant Corporation, a manufacturer of
hypothermia devices, including a mobile console to cool fluid that circulates within an endovascular catheter
system that exchanges heat between the catheter and circulating blood in order to produce a lowering of body
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temperature in a patient. This therapy has established therapeutic benefits in managing medical conditions such
as fever and neurological injury. It also is currently recommended by AHA for post-resuscitation care of patients
who survive cardiac arrest. ZOLL believes this is an important addition to its product portfolio retated to
resuscitation. In addition to the devices and catheters, ZOLL acquired intellectual property and know-how that it
believes will be important to the care of patients and commercial success of a hypothermia system. The Company
is currently developing the manufacturing capabilities for the unique catheter used in the system and planning to
resume commercial operations and distribution of the device in the future, subject to meeting all regulatory
requirements.

Our Opportunity to Improve Resuscitation Technology
The Company sees a large opportunity to improve resuscitation technology by:
« Continuing o offer superior professional pacing and defibrillation products;

* Expanding our product line beyond electrical therapy such as defibrillation to address other aspects of
resuscitation; and

* Competing with well-differentiated AEDs in the public access market,

Continuing to Offer Superior Professional Pacing and Defibrillation Products. Our strategy is to focus on
developing preducts that deliver superior clinical performance, rapid therapy, meaningful information, high user
confidence, and economic value that differentiate our products from competitive offerings. ZOLL has gained a
special understanding not only of external cardiac pacing and defibrillation—critical electrical therapies for
survival-—but also of their importance and relationship within the larger area of resuscitation. ZOLL believes this
understanding is one of the factors that has made us successful. Furthermore, ZOLL believes its experience and
success in this area will translate into the broader market related to all resuscitation products, which is a large and
growing market driven by increasing clinical needs.

Expanding Our Product Line Beyond Electrical Therapy such as Defibrillation to Address other Aspects of
Resuscitation, Recent clinical research and changes in the 2005 AHA/ERC Guidelines highlight a renewed focus
on the importance of CPR performance. The AutoPulse can help professicnal rescuers and clinicians improve
CPR performance and allow them to focus on other life-saving interventions. As an adjunct to CPR efforts, the
AutoPulse can move more blood more consistently than can rescuers providing manual chest compressions
alone.

LifeVest, the first and only wearable defibrillator, has a 98% first shock success rate for treating patients
with SCA. In addition, no bystander intervention is required. This unique, non-invasive technology continuousty
monitors the patient’s heart and, if a life-threatening heart rhythm is detected, the device alerts the patient prior to
delivering a shock. The entire event, from detecting a life-threatening arrhythmia to automatically delivering a
defibrillation shock, usually occurs in less than a minute.

In addition, the ZOLL Infuser offers rescuers the opportunity to better manage fluid administration in
critical patients, another aspect that can help improve resuscitation efforts,

Competing with Well-differentiated AEDs in the Public Access Market. The AED Plus is a device for the
large and relatively untapped public access defibrillation market. It is relatively low-cost, easy to operate, and
unique. ZOLL believes that it can leverage its experience selling to EMS personnel in efforts to sell devices to
first responders such as police and firefighters. The Company also markets devices to other non-traditional
providers of healthcare and has agreements with approximately 400 independent distributors and manufacturers’
representatives to sell the AED Plus. Based on data from Frost & Sullivan, ZOLL believes the wortdwide market
for AEDs is approximately $315 million, and growing at 12% a year.
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ZOLL’s Markets

The Company divides its market into three principal customer/geographic categories: North American
hospital which is inclusive of sales to United States military and government agencies such as Department of
Homeland Security; North American pre-hospital, which is inclusive of EMS and public-access components,
most data preducts and the LifeVest Wearable Defibrillator ; and International.

North American Hospital Market. The North American hospital market consists of approximately 6,000
acute care community hospitals and 1,000 additional hospitals. ZOLL also includes military hospitals and
applications in this market.

ZOLL defibriliators are used extensively in top hospitals included on the 2008 U.S. News and World Report
“Honor Roll” list. To be on the “Honor Roll,” a hospital had to demonstrate breadth of excellence by achieving a
high ranking in no fewer than six specialties. More than half of the 19 “Honor Roll” hospitals use ZOLL, and
nine of the 19 are completely standardized to ZOLL defibrillators.

Hospitals have traditionally used cardiac resuscitation equipment, both for patients admitted with SCA and
for patients at risk of SCA undergoing other treatments. Many hospital procedures such as surgery, cardiac
catheterization, stress testing, and general anesthesia may induce arrhythmias or SCA, and hospitals frequently
use cardiac resuscitation devices on a stand-by basis in connection with these procedures. Since immediate
treatment is the critical factor for successful cardiac resuscitation, hospitals typically place resuscitation devices
throughout their facilities, including the cardiac and critical care units, emergency rooms, operating rooms,
electrophysiology laboratories, and general wards.

There is also increasing interest in “time to defibrillation” in the hospital setting where patients who are not
monitored or are disconnected from monitors may experience SCA and, consequently, a delay in either response
or treatment. Hospitals are increasingly looking for new technologies that can help them protect patients from
events such as SCA or allow them to move patients to less acute beds earlier to reduce the cost of their
admission.

As a result, hospitals are installing defibrillators with AED capability in clinical areas for rapid use by the
professional clinical staff. Lower cost, simplified AEDs have also been installed in non-clinical areas such as
lobbies, food-service areas, and parking facilities for operation by hospital non-clinical staff, including security
personnel, in the event of a cardiac arrest outside of patient units,

ZOLL currently believes that overall market growth for hospital defibrillator sales remains at approximately
3%, which is fueled by increased capabilities including monitoring parameters, CPR support, ECG filtering and
analysis 10 minimize interruptions in CPR, along with data, communication, and asset management support.
ZOLL believes that it has approximately a 37% market share of the estimated $240 million North American
Hospital market in 2008. In estimating market growth and market share, ZOLL has attempted to look beyond
Physic-Control’s temporary shipping interruption.

ZOLL believes that CPR performance, along with early defibrillation, also is an issue in this market, given
that recent research notes that CPR performance in hospitals is less than optimal. One study of in-hospital cardiac
arrest, published in The Journal of the American Medical Association, noted that “the quality of multiple
parameters of CPR was inconsistent and often did not meet published guideline recommendations, even when
performed by well-trained hospital staff. The importance of high-quality CPR suggests the need for rescuer
feedback and monitoring of CPR quality during resuscitation efforts.”

The AutoPulse is another tool that can assist with circulatory support for cardiac arrest patients in hospitals.
Currently, the majority of AutoPulse devices sold to hospitals are found in emergency departments and intensive
care units. Since research shows that the success of in-hospital manual resuscitation attempts remains relatively
unchanged, and overall survival-to-discharge rates are poor (17% in one study published in 2003), ZOLL
believes that AutoPulse adoption will increase, as clinicians understand how the AutoPulse can help improve
overall CPR performance, with the goal of increasing survival rates.
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North American Pre-hospital Market. The North American Pre-hospital market includes an EMS
component that consists of care providers such as paramedics, Emergency Medical Technicians (EMTs),
firefighters, and other first-response personnel with responsibilities for public safety. The pre-hospital public-
access component includes non-traditional responders to medical emergencies who have been trained to use
AEDs, including security personnel, staffs in occupational settings, aliernate-care settings, school personnel, and
office staff.

Most SCAs and heart attacks occur outside of the hospital. Due to the importance of immediate treatment,
there is a substantial market for portable cardiac resuscitation equipment designed for use by various emergency
responders. The most highly trained segment of the pre-hospital market is comprised of paramedics, who are
authorized and trained to use defibrillators to treat SCA. In addition, paramedics are becoming increasingly
aware of external pacing as a standard of care for the treatment of bradycardia. The Company believes the use of
combination pacemakers/defibrillators will become more widespread in the pre-hospital setting. Paramedics are
also able to use more advanced diagnostics, such as diagnostic 12-lead. EMTs, who are authorized to use
automated externai defibriilators, comprise a significant portion of the potential pre-hospital market as well.

ZOLL believes the opportunity for growth in pre-hospital market is large. Presently, ZOLL believes that
most of the estimated 35,000 ambulances in the U.S. are equipped with defibrillators and that other first-response
emergency vehicles will represent an increasingly important market for cardiac resuscitation equipment as the
medical community places increased prierity on providing such equipment and the necessary training to al) first
responders. As older defibrillators are replaced on ambulances and other emergency vehicles, they will include
additional monitoring capabilities and features necessary to provide better patient care.

ZOLL currently believes that overall market growth for EMS defibrillator sales remains at approximately
6%. ZOLL believes that it has approximately 39% market share of the ALS segment of the North American
Pre-hospital market and about 26% of the overall EMS market, which is approximately $240 million.

In addition to defibriliators, there is an opportunity to increase the number of other CPR-support devices.
ZOLL believes that the AutoPulse can also be a viable life-saving tool on ambulances and some first-response
emergency vehicles because of its ability to improve CPR performance and decrease the risk of injury to
rescuers, when compared to doing manual compressions in the back of a moving ambulance. ZOLL believes the
long-term market for this product approximates the size of the worldwide professional external defibrillator
market, estimated to be $700 miilion.

ZOLL also developed a series of software products (RescueNet) to address what the Company considers to
be a growing need in the EMS and fire markets for integrated data management systems. RescueNet provides
customers with a single data management system that integrates dispatch, resuscitation information, field data
collection, mobile vehicle data communication, billing, resource planning and scheduling, and quality assurance
functions. With seamless integration as the advantage. a majority of ZOLL’s EMS and fire customers have
purchased more than one of the products from the RescueNet suite, such as the dispatch and billing systems.

Today, most EMS and fire data is entered by hand on clipboards and then distributed or re-entered manually
into databases to meet regulatory and insurance reporting requirements. The timeliness, accuracy, and efficiency
of this process are key factors in the receipt of payments from third-party payors, Capturing the resuscitation
information within the field data system and wirelessly downloading all the field data to the billing system
provides great efficiency. A significant amount of revenue is lost due to data entry errors, and misplaced
paperwork or data. Time is lost duplicating data entries. As a result, ZOLL believes that the market for EMS and
fire field data management is significant and growing rapidly. ZOLL estimates the potential market for all EMS
and fire software to be more than $400 million.

As part of the pre-hospital market, public access includes non-traditional, non-healthcare users of AEDs
such as the AED Plus. ZOLL believes this market is growing because of the increased awareness of the life-
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saving potential of simplified lower cost devices, which can be used before the arrival of professional rescuers.
Efforts by the AHA, American Red Cross, National Safety Council, and Sudden Cardiac Arrest Foundation
should help to expand public knowledge of AEDs and increase demand for these devices,

The passage of U.S. Federal and State Good Samaritan legislation increases the likelithood that
non-medically trained personnel will be providing care to victims of SCA. Furthermore, some states are passing
legislation encouraging, even requiring, AEDs in public places (e.g., schools, health clubs. state buildings). These
legislative efforts continue to expand AED usage by non-traditional users including police, fire, and highway
patrol personnel. The AHA and virtually all corresponding international organizations have established programs
to bring early defibrillation to communities. Early defibrillation is included in the AHA CPR training for all
healthcare personnel and some laypersons. ZOLL believes that these developments, together with the
introduction of AEDs in highly visible places, will lead to a larger market for AEDs,

Virtually any location with a large number of people has the potential for the purchase and installation of an
AED. The incorporation of AED use in all CPR training exposes more people to this life-saving technology,
increasing awareness and potential adoption. Focus on early defibrillation and AEDs by the AHA, the American
Red Cross, and similar organizations affirms the public health benefit, also driving the adoption of this
technology in places such as businesses, factories, schools, health clubs, and homes.

Given the diverse nature of customers in this market, ZOLL uses a mix of alternate distribution, including
direct staff, distributors, and manufacturers’ representatives in those markets that are too small to support a direct
sales force. ZOLL expects that this market could be serviced by other alternative distribution methods, such as
e-commerce, which can supplement and reduce ZOLL’s need for an expensive sales force. ZOLL currently
believes that it has approximately 14% of its estimate of a $250 million public-access market in 2008,

The market for the wearable automatic defibrillator is currently served only by ZOLL and the potential
market for this device is large, especially with the future adoption of treatment guidelines by organizations like
the American College of Cardiology, American Heart Association and the Heart Rhythm Society in North
America. These guidelines are typically driven by clinical studies demonstrating efficacy and improvements to
the outcomes of patients treated with new devices. ZOLL is currently participating in such a clinical study to
provide the requisite data to demonstrate the efficacy and successful reduction of mortality in high-risk SCA
patients with the LifeVest.

International Market. The international market includes both hospital and pre-hospital customers outside of
North America. Overall, the international market for defibrillators is less developed than the market in the U.S.
In some international locations, unlike the North American market, the administration of pacing and
defibrillation in hospitals and EMS is generally viewed as a skill reserved for physicians. Few other staff
members are trained to administer such treatment, although this is changing. The international market for
defibrillators for use outside hospitals varies considerably from country to country but is generally less developed
than the market in North America.

ZOLL beljeves that the international market for defibrillators will grow for a number of reasons:

e Demand for defibrillators is expected to grow as more hospitals are built and existing hospitals
modernize and update their approaches to cardiac and emergency care.

» Emerging standards of care and the acceptance of automated equipment could result in increased use of
cardiac resuscitation equipment by a broader range of healthcare personnel in the international market.

« The ERC, the British Heart Foundation, and virtually all cardiac-oriented organizations in Europe, as
well as the Australian Resuscitation Council, have strongly supported initiatives to expand the
availability of defibrillators as a major public health initiative.

+  While external pacing is still used much less frequently in Europe and other parts of the world than it is
in the U.S., many countries are beginning to implement cardiac life support protocols that incorporate
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external pacing as a standard component. Because most international defibrillators do not presently
feature external pacing, the move to defibrillators with external pacing could increase international
demand for ZOLL’s E Series, R Series , and M Series defibrillators.

* The market for public access defibrillation 1s rapidly growing in Western Europe and Australia as the
governments of these regions have begun to lessen the restrictions on physician-only administration of
defibrillation. As other international markets begin to follow, there will be additional opportunities for
government-driven programs.

ZOLL has significant growth potential in the international market. Currently, ZOLL believes it has 17% of a
$500 million market for defibrillators, which is growing at approximately 8% a year, In Europe, the Company’s
growth opportunities are many. Due to our direct sales representatives in the major markets of the United
Kingdom and Germany, the Company has achieved success and will continue its efforts. ZOLL will also
maintain its strategy of customer exposure to its products through professional direct sales representatives, while
expanding its indirect distribution where appropriate. Finally, there are large untapped opportunities in China and
the Far East, and ZOLL is beginning to establish a presence in these countries,

ZOLL believes that it can take advantage of the growth in the international market for defibrillators based
on the continued success of the M Series defibrillators, and the growing acceptance of the R Series, E Series,
AED Plus and AED Pro defibrillators.

ZOLL believes that the international market potential for the AutoPulse will be as large as that of the U.S.
market. Cardiac arrest survival rates are as low as those in the U.S., and the resuscitation process has remained
relatively unchanged for nearly 15 years. The AutoPulse can help to augment this process by automating the
process of delivering chest compressions to people in sudden cardiac arrest.

In addition, ZOLL believes there is as yet unrealized and significant opportunity in the international markets
it serves to bring its unique data products to these markets via existing and complementary sales channels. ZOLL
is also currently planning to expand the sales of the LifeVest Automatic Wearable Defibrillator for use in
identical patient populations outside of the United States that would benefit from this technology.

Competition

Qur principal competitors in the U.S. in the area of defibrillation (in hospital and EMS) are the Physio-
Control division of Medtronic Inc. (“Physio-Controi”) and Royal Philips Electronics (“Philips”). Both Physio-
Control and Philips compete across our entire defibrillator product line. ZOLL also competes with Cardiac
Science Corporation, HeartSine Technologies, and Defibtech in the lower cost AED market. In the international
market, ZOLL competes with Physio-Control, Philips, most AED competitors, and several other companies
depending upon the country. Physio-Control is generally the market leader in the industry. Medtronic has
announced its intention to spin off its external defibrillator business (Physio Control. Inc.) into a separate,
publicly traded company. This has been delayed to complete corrections and address various quality issues being
supervised by the FDA.

The business of developing and marketing software for data collection, billing. dispatching, and
management in the EMS and fire market is competitive. Competitors in this business include Sansio, Healthware
Technologies, Inc., Safety Pad Software, ImageTrend, Inc., eCore Software Solutions, Inc., PDSI Software, Inc,,
EnRoute Emergency Services (formally known as Geac Computer Corporation, Ltd.), DocuMed, Inc., Tritech
Software Systems, Inc,, Ortivus AB, RAM Software Systems, Inc., Intergraph Corporation, Affiliated Compuier
Services, Inc., Emergency Reporting, Inc., AmbPac, Inc., ESO Solutions, Golden Hour and Innovative
Engineering. None of these competitors currently has a product that provides an integrated solution comparable
to the RescueNet products.




ZOLL develops and markets software for data collection related to resuscitation practices in hospitals.
ZOLL offers a system called CodeNet to provide data collection during resuscitation and to later organize this
data into useful information related to performance measures for resuscitation practices. The primary alternative
to our products in the hospital market involves manual interface between the defibrillator and the hospital’s
information systems.

The AutoPulse, while providing a unique mechanism of blood flow and operating from self contained
batteries, has competition from other mechanical devices that provide mechanical circulatory support in place of
manual CPR. Notably, Physio-Control has entered into a distribution agreement with Jolife, of Sweden, to market
its Lucas CPR® Pump, which is a piston-driven device powered by a continuous source of compressed oxygen or
air. ZOLL expects Physio-Control to move aggressively with the device in the U.S. market. Another U.S.
company, Michigan Instruments, markets the Life-Stat® Model 1008 an updated mechanical device that was
developed in the early 1960’s that mimics traditional chest compressions by compressing the heart via a
mechanized, air-driven piston device. All of these devices can improve the consistency of CPR and minimize
interruptions and will to varying degrees sensitize the market to the clinical needs in the area of CPR
improvement. ZOLL believes the unique characteristics of the AutoPulse, such as the high blood flows it
provides, give it substantial advantages over devices that essentially simply automate manual compressions.

Competitive Factors

The Company believes that the principal competitive factors in the hospital market for cardiac resuscitation
equipment are clinical efficacy, reliability, portability, ease-of-use, and standardization and readiness. In the
EMS portion of the pre-hospital market, in addition to the foregoing considerations, durability, a reliable battery
system, and availability of 12-lead ECG capabilities and the ability to send ECG data to remote locations are
significant competitive factors. ZOLL believes that its products compete favorably with respect to each of these
factors. In AEDs the provision of rescuer support performing CPR will become increasingly important. Presently
there are no competitors for the LifeVest Automatic Wearable Defibrillator, and prescriber support and ease of
implementation are important factors in expanding prescribers. Many competitive factors influence the
attractiveness of data products, but we believe we are well positioned to provide superior customer support and
that this is the most important factor in this portion of our business. In the area of hypcthermia, we believe that
speed of cooling and temperature regulation will become important factors in the selection of devices for this
purpose, and the technology we have in this area will provide us with marketing and competitive advantage
against other established competitors in this field. '

Non-invasive temporary pacemakers and external defibrillators, such as those that ZOLL sells, are used in
emergency situations and, accordingly, do not compete with permanent, implantable pacemakers or defibrillators
that are used to treat chronic arrhythmias. In fact, the products are complementary, because emergency cardiac
resuscitation is often required during the implantation of a permanent device.

ZOLL believes that principal competitive factors across all areas of its market include:

» A broad diverse range of resuscitation products that address a range of issues including electrical,
circulatory, ventilation, and data management,

»  Superior, proven CPR assistance technology in its line of defibrillators;
* A 25+year history of clinical excellence;
= User simplicity, convenience, and ease of use; and

»  An integrated approach involving its line of defibrillators and their ability to share data for training and
CQI purposes.
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Foreign Operations

ZOLL currently conducts business outside of the United States through subsidiaries in Canada, Germany,
Austria, The Netherlands, France, Australia, New Zealand, and the United Kingdom. The Company operates a
number of additional international offices and has entered into distributor and sales representative business
relationships in the world’s major markets. ZOLL sells its products in more than 140 countries. For additional
information concerning foreign operations, see Note N of the Notes to Consolidated Financial Statements.

Research and Development

ZOLL’s research and development strategy is to continually improve and expand its product lines by
combining existing proprietary technologies, newly developed proprietary technologies and the technologies of
ZOLL’s best-in-class partners into new product offerings that provide additional valued benefits to its customers.
ZOLL pursues a multi-disciplinary approach to product design that includes substantial electrical, mechanical,
software and biomedical engineering efforts, The Company is currently focusing research and development
programs in data management, additional product variants of the R Series and AED Plus product lines, next-
generation product platforms, clinical trials, expansion of its long-term technical research efforts, and other
initiatives. Research and development expenses for fiscal 2008, 2007, and 2006 were approximately $32.4
million, $28.7 million and $23.4 million, respectively.

Manufacturing

ZOLL’s primary manufacturing facilities are located in Chelmsford, Massachusetis; Pawtucket, Rhode
Island; Sunnyvale, California; and Pittsburgh, Pennsylvania. In Chelmsford, ZOLL generally assembles its
defibrillation devices and the Power Infuser from components produced to its specifications by ZOLL’s
suppliers. In Pawtucket, ZOLL manufactures its electrode preducts. The AutoPulse is manufactured at the facility
located in Sunnyvale, and the LifeVest is built at the facility in Pittsburgh.

Patents and Proprietary Information

ZOLL and its subsidiaries currently hold over 140 U.S. and over 90 foreign patents, and numerous pending
applications. The Company’s patents and patent applications relate to pacing, defibrillation, CPR, hypothermia
and other resuscitation therapies.

Customers

There is no customer whose purchases accounted for 10% or more of the Company’s revenues in any of the
years presented and whose loss the Company believes would have a material adverse effect on the Company and
its subsidiaries taken as a whole. Total sales to various branches of the United States military were approximately
$18 million in fiscal 2008, $12 million in fiscal 2007 and $20 million in fiscal 2006. No single customer
accounted for more than 10% of the Company’s total net sales or accounts receivable.

Employees

As of September 28, 2008, ZOLL employed approximately 1,431 people on a full-time basis, nearly 1,311
in the United States and the remainder outside the U.S. None of its employees is subject to collective bargaining
agreements.
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Executive Officers of the Registrant

Name A_gs, m

Richard A.Packer ............... 51 Chairman and Chief Executive Officer

Jonathan A.Rennert ............. 44  President

A.Emest Whiton ............... 47 Vice President of Administration and Chief Financial Officer
Ward M, Hamilton .............. 61 Senior Vice President; Vice President, Marketing

Steven K. Flora ................. 57 Senior Vice President; Vice President, North American Sales
Edward T.Dunn ... ............. S5 Vice President, Operations

JohnP.Bergeron ................ 57 Vice President and Corporate Treasurer

Alexander N. Moghadam ......... 44  Vice President, International Operations

StephenKom .................. 63 Vice President, General Counsel and Secretary

E. Jane Wilson, Ph.D ............ 590 Vice President, Research and Development

Mr. Packer joined the Company in 1992 and in November 1999 was appointed Chairman of the Board and
Chief Executive Officer. Mr. Packer served as President, Chief Operating Officer and director from 1996 to his
appointment as CEQO. From 1992 to 1996 he served as Vice President of Operations of the Company, and,
additionally, as Chief Financial Officer from 1995 to 1996. From 1987 to 1992, Mr. Packer served as Vice
President of various functions for Whistler Corporation, a consumer electronics company. Prior to this,
Mr. Packer was a manager with the consulting firm of PRTM/KPMG, specializing in operations of high
technology companies. Since April 2007, Mr. Packer has aiso served as a director of Bruker BioSciences
Corporation, a bioscientific device company. Mr. Packer received B.S. and M. Eng. degrees from the Rensselaer
Polytechnic Institute and a M.B.A. from the Harvard Graduate School of Business Administration.

Mr. Rennert joined the Company as President in June 2008. Prior to joining ZOLL, Mr. Rennert served as
President and Chief Executive Officer of BioProcessors Corporation, a venture-financed life science tools
developer, based in Woburn, Massachusetts, since January 2007. Prior to BioProcessors Corporation,
Mr. Rennert held positions in general management, manufacturing and engineering with PerkinElmer, Inc. and
United Technologies’' Carrier Corporation. Earlier in his career, he was employed by General Electric and
Anderson Consulting. Mr. Rennert holds M.S. degrees in Management and Mechanical Engineering from the
Massachusetts Institute of Technology (MIT) and a B.S. degree in Engineering from Princeton University.

Mr. Whiton joined the Company as Vice President of Administration and Chief Financial Officer in January
1999. Prior to joining the Company, Mr. Whiton was Vice President and Chief Accounting Officer of lonics,
Incorporated, a global separations technology company, which he joined in 1993. Prior to Ionics, he was a
manager at Price Waterhouse. Mr. Whiton has received a B.S. in Accounting from Bentley College and a M.B.A.
from the Harvard Graduate School of Business Administration.

Mr. Hamilton joined the Company as Vice President of Marketing in February 1992. Prior to this time,
Mr. Hamilton served from 1985 to 1991 as Director of New Business Development and Director of Marketing
for ACLS products for Laerdal Medical Corporation, a manufacturer of portable automated defibrillators, and
from 1977 to 1985 as Marketing Manager for defibrillators and non-invasive blood pressure monitors for
Datascope Corporation. Mr. Hamilton received a B.A. in political science from Hartwick College and a M.P.A.
from the Universily of Southern California.

Mr. Flora joined the Company as Vice President of North American Sales in September 1998, Prior to
joining the Company, Mr. Flora served from 1981 to 1998 in various positions with Marguette Medical systems,
a manufacturer of cardiovascular and physiological monitoring systems, most recently as Vice President of Sales.
Mr. Flora received his B.S. in Biology from the University of Illinois.

Mr. Dunn joined the Company as Director of Materials in April 1995. In November 1997, he was appointed
Vice President of Operations. Prior to joining the Company, Mr. Dunn was Materials Manager at Baird
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Corporation, a manufacturer of spectrometers and night vision devices, which he joined in 1986. Prior to joining
Baird, Mr. Dunn was Manufacturing Manager at Chelsea Clock Company, a manufacturer of marine clocks.
Mr. Dunn received a B.S. in Industrial Engineering from Northeastern University,

Mr. Bergeron joined the Company as Vice President and Corporate Treasurer in August 2000. Prior to
Jjoining the Company, Mr. Bergeron was Vice President at Ionics, Incorporated, a global separations technology
company, where he also served as Corporate Treasurer and Tax Director. Prior to joining lonics in 1988,
Mr. Bergeron served in a variety of tax positions at other multinational corporations. Mr. Bergeron received a
B.B.A. from the University of Massachusetts at Amherst and a M.S. in Taxation from Bentley College.

Mr. Moghadam joined the Company as Vice President of International Operations in January 2005. Prior to
joining the Company, from 1995 to 2005 Mr. Moghadam held a variety of commercial and operational roles with
Thermo Electron Corporation, a scientific instrument and supply company, which included eight years of
overseas assignments in Asia (Shanghai, Hong Kong) and France. Mr. Moghadam holds a M.B.A. from DePaul
University, a Master of International Management from American Graduate School of International Management
(Thunderbird), and a B.S. in biology from Loyola University of Chicago.

Mr. Korn joined the Company in 2005, and serves as Vice President, General Counsel, and Secretary. From
1989 to 2005 Mr. Korn was Vice President, General Counsel and Secretary of lonics, Incorporated, a global
separations techrology company. Prior to his employment with lonics, Mr. Korn served as Vice President,
General Counsel and Secretary of Symbolics, Inc., a developer of arntificial intelligence hardware and software,
and was a member of the Boston law firm of Widett, Slater & Goldman, P.C. Mr. Korn holds a J.D. degree from
Harvard Law School, an M.A. degree in organic chemistry from Columbia University, and a B.A. degree in
chemistry from Brandeis University.

Ms. Wilson joined the Company as Vice President of Research and Development in April 2007. Prior to
joining the Company, Ms. Wilson was Vice President of Research and Development of Haemonetics Corp., a
developer and manufacturer of blood processing technology from 2005 to 2007. Prior to Haemonetics,
Ms. Wilson held executive research and development positions at Baxter Healthcare and Abbott Laboratories.
Ms. Wilson received a B.S. in Chemistry from the University of Virginia and an M.5. and Ph.D. in Nuclear
Chemistry from Camegie-Mellon University.

Marketing and Sales

ZOLL operates with sales and managerial staff comprised of direct representatives and their managers,
distribution managers, special account representatives, distributors and manufacturer’s representatives.
throughout the world. In the United States, the siaff is split into dedicated groups, focused on the hospital, EMS,
and public safety markets. In the United States, ZOLL sells products directly to hospitals and EMS and through
distributor, manufacturer’s representatives, and other indirect channels in the public safety market. The
organization is similar in its international markets, and a mix of both direct and indirect channels are maintained
relative to a country’s size and businress potential. ZOLL sells its RescueNet and LifeVest products through two
separate, dedicated sales forces.

Backlog

ZOLL ended fiscal 2008 with a backlog of approximately $7.9 million. The Company anticipates that all of
this backlog will ship during fiscal 2009. In order to facilitate shipments in light of the heavy end-of-quarter
orders, ZOLL attempts to maintain a permanent backlog level of orders that will not be shipped at the end of each
quarter. ZOLL believes this helps improve efficiency, lower costs and improve profitability. Due to possible
changes in delivery schedules, cancellation of orders and delays in shipments, ZOLL’s backlog at any particular
date is not necessarily an accurate predictor of revenue for any succeeding period.
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Government Regulation

The manufacture and sale of ZOLL's products are subject to extensive regulation by numerous
governmental authorities, principally by the Food and Drug Administration (FDA), and corresponding foreign
agencies. The FDA administers the Federal Food, Drug and Cosmetic Act and the regulations promulgated there
under. ZOLL is subject to the standards and procedures with respect to the manufacture of medical devices and
are subject to inspection by the FDA for compliance with such standards and procedures.

The FDA classifies medical devices into one of three classes depending on the degree of xisk associated with
each medical device and the extent of control needed to ensure safety and effectiveness. ZOLL’s manual
defibrillation and pacing products have been classified by the FDA as Class II devices. ZOLL's AED products
have been classified as Class I1I devices. These devices must secure a 510(k) pre-market notification clearance
before they can be introduced into the United States market. The process of obtaining 510(k) clearance typically
takes several months and may involve the submission of limited clinical data supporting assertions that the
product is substantially equivalent to an aiready approved device or to a device that was on the market before the
enactment of the Medical Device Amendments of 1976.

Every company that manufactures or assembles medical devices is required to register with the FDA and
adhere to certain “good manufacturing practices” in accordance with the FDA’s Quality System Regulation,
which regulates the manufacture of medical devices, prescribes record-keeping procedures and provides for the
routine inspection of facilities for compliance with such regulations. The FDA also has broad regulatory powers
in the areas of clinical testing, marketing and advertising of medical devices.

Medical device manufacturers are routinely subject to periodic inspections by the FDA. If the FDA believes
that a company may not be operating in compliance with applicable laws and regulations, it can:

+ place the company under observation and re-inspect the facilities;

» issue a warning letter apprising of violating conduct;

* detain or seize products;

* mandate a recall;

* enjoin future violations; and

+  assess civil and criminal penalties against the company, its officers or its employees.

ZOLL is also subject to regulation in each of the foreign countries where its products are sold. Many of the
regulations applicable to the Company's products in such countries are similar to those of the FDA. The national

health or social security organizations of certain countries require that ZOLL’s products be qualified before they
can be marketed in those countries.

Investor Information

Financial and other information relating to the Company can be accessed from the Company’s main Internet
website (http://www.zoll.com) by clicking on “Investor Relations”. Information on, or linked to, the Company's
website is not part of this Annual Report on Form 10-K. The Company makes available, free of charge, copies of
its annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments
to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended (the Exchange Act), as soon as reasonably practicable after filing such material electronically or
otherwise furnishing it to the SEC. A copy may also be obtained upon written request to the Company at:
Stockholder Relations, ZOLL Medical Corperation, 269 Mill Road, Chelmsford, MA 01824-4103.
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Item 1A. Risk Factors.

If We Fail to Compete Successfully in the Future against Existing or Potential Competitors, Qur Operating
Results May Be Adversely Affected.

Our principal global competitors with respect to our entire cardiac resuscitation equipment product line are
Physio-Control and Philips. Physio-Control is a subsidiary of Medtronic, Inc., a leading medical technology
company, and has been the market leader in the defibrillator industry for over 20 years. As a result of Physio-
Control’s dominant position in this industry, many potential customers have relationships with Physio-Control
that could make it difficult for us to continue to penetrate the markets for our products. In addition, Physio-
Control and Philips and other competitors each have significantly greater resources than we do. Accordingly,
Physio-Control, Philips and other competitors could substantially increase the resources they devote to the
development and marketing of products that are competitive with ours. These and other competitors may develop
and successfully commercialize medical devices that directly or indirectly accomplish what our products are
designed to accomplish in a superior and/or less expensive manner. In addition, although our biphasic waveform
technology is unique, our competitors have devised alternative biphasic waveform technology. Medtronic
previously announced its intention to spin off its external defibriilator business into a separate publicly traded
company once it resolves quality issues with the FDA which have disrupted shipments of its products. How these
continuing developments will affect the competitive landscape in the future is unclear, but the Company has
taken steps to pursue additional customers. (See additional discussion of this situation regarding Physio-Control,
Medtronic’s external defibrillator business, in the risk factor below entitled, The Resumption of Unrestricted
Shipments of Physio-Control, a Division of Medtronic, May Adversely Affect our Revenues and Profits.)

There are a number of smaller competitors in the United States, which include Cardiac Science Corporation,
HeartSine Technology, and Defibtech. Internationally, we face the same competitors as in the United States as
weil as Nihon Kohden, Corpuls, Schiller, and other local competitors. It is possible the market may embrace
these competitors’™ products, which could negatively impact our market share.

Additional companies may enter the market. For example, GE Healthcare entered the hospital market
through coeperation with Cardiac Science Corporation. They have currently been focused on the International
market but could begin to focus on the U.S. market, as well, which may impair our ability to gain market share.

In addition to external defibrillation and external pacing with cardiac resuscitation equipment, it is possible
that other alternative therapeutic approaches to the treatment of sudden cardiac arrest may be developed. These
alternative therapies or approaches, including pharmaceutical or other alternatives, could prove to be superior to
our products.

There is significant competition in the business of developing and marketing software for data collection,
billing. scheduling, dispatching, records and rescurce management in the emergency medical system and fire
markets, Our principal competitors in this business include Sansio, Healthware Technologies, Inc., Safety Pad
Software, ImageTrend, Inc., eCore Software Solutions, Inc., PDSI Software, Inc., EnRoute Emergency Systems
(formerly Geac Computer Corporation, Ltd.}, DocuMed, Inc., Tritech Software Systems, Inc., Ortivus AB, RAM
Software Systems, Inc., Intergraph Corporation, Affiliated Computer Services, Inc., Emergency Reporting, Inc.,
AmbPac, Inc., ESO Solutions, Golden Hour and Innovative Engineering, some of which have greater financial,
technical, research and development and marketing resources than we do. Because the barriers to entry in this
business are relatively low, additional competitors may easily enter this market in the future. It is possible that
systems developed by competitors could be superior to our data management system. Consequently, our ability
to sell our data management systems could be materially affected and our financial results could be materially
and adversely affected.
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The Resumption of Unrestricted Shipments of Physio-Control, a Division of Medtronic, May Adversely Affect
our Revenues and Profits.

Beginning in January 2007, Physio-Control, a division of Medtronic, had suspended most U.S. product
shipments due to internal quality contro! issues. In August 2007, Physio-Control began shipping to U.S.
customers under certain restrictions. As announced by Physio-Control on April 28, 2008, it has reached an
agreement on a consent decree with the FDA regarding its quality system improvements for its external
defibrillator products. Under the consent decree, Physio-Control will be allowed to continue limited shipments in
the United States. In addition, under the consent decree, restrictions on shipments now apply to International
shipments as well. Once certain conditions under the consent decree are met, Physio-Control will be allowed to
resume unrestricted distribution. The full resumption of shipments may adversely affect our revenues in the
future.

It is Possible that if Competitors Increase Their Use of Price Discounting, Our Gross Margins Could Decline.

Some competitors have, from time to time, used price discounting in order to atterapt to gain market share.
If this activity were to increase in the future it is possible that our gross margin and overall profitability could be
adversely affected if we decided to respond in kind.

Our Operating Results are Likely to Fluctuate, Which Could Cause Our Stock Price to be Volatile, and the
Anticipation of a Volatile Stock Price Can Cause Greater Volatility.

Our quarterly and annual operating results have fluctuated and may continue to fluctuate. Various factors
have and may continue to affect our operating results, including:

+ high demand for our products, which could disrupt our normal factory utilization and cause shipments to
Occur in uneven patterns;

= variations in product orders;
« timing of new product introductions;

» temporary disruptions of buying behavior due to changes in technology (e.g., shift to biphasic
technology);

* changes in distribution channels;

» actions taken by our competitors such as the introduction of new products or the offering of sales
incentives;

= the ability of our sales forces to effectively market our products;

« supply interruptions from our single-source vendors;

« temporary manufacturing disruptions;

» regulatory actions, including actions taken by the FDA or similar agencies; and

» delays in obtaining domestic or foreign regulatory approvals.

A large percentage of our sales are made toward the end of each quarter. As a consequence, our quarterly
financial results are often dependent on the receipt of customer orders in the last weeks of a quarter. The absence
of these orders could cause us to fall short of our quarterly sales targets, which, in turn, could cause our stock

price to decline sharply. As we grow in size, and these orders are received closer to the end of a period, we may
not be able to manufacture, test, and ship all orders in time to recognize the shipment as revenue for that quarter.

Based on these factors, period-to-period comparisons should not be relied upon as indications of future
performance. In anticipation of less successful quarterly results, parties may take short positions in our stock. The
actions of parties shorting our stock might cause even more volatility in our stock price. The volatility of our
stock may cause the value of a stockholder’s investment to decline rapidly.
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The AED PAD (Public Access Defibrillation) Business is Highly Dynamic. If We are Not Successful in
Competing in this Market, Our Operating Results May be Affected.

The PAD market has many new dynamics. This market involves many new types of non-traditional
healthcare distributors, and the efficiency of these distributors may not be as robust as we expect. These new
types of distributors may present credit risks since they may not be well established and may not have the
necessary business volumes. In addition, we may not be successful in gaining greater market acceptance of our
AED Plus into alternative PAD markets if our PAD distributors are not successful. All of these items could cause
our operating results to be unfavorably affected.

We Acquired New Products and Technology, Such as the Catheter-Based Hypothermia Technology. If We Are
Not Successful in Growing Our Business with These Products and Technology, Our Operating Results May
Be Affected. ‘

We have acquired a catheter-based hypothermia technology. As part of the successful development of the
market for this technology, where applicable, we must:

= establish new marketing and sales strategies;

« identify respected health professionals and organizations to champion the products;
* work with potential customers to develop new sources of unbudgeted funding;

* conduct successful clinical trials; and

» achieve early success for the product in the field.

If we are delayed or fail to achieve these market development initiatives, we may encounter difficulties
building our customer base for these products. Sub-par results from any of these items, such as inconclusive
results from clinical trials, could cause our operating results to be unfavorably affected,

We Are Conducting Clinical Trials Related to Newer Technologies Which May Prove Unsuccessful and Have
a Negative Impact on Future Sales.

We are conducting clinical trials related to the AutoPulse and the LifeVest, While we are confident in the
future outcomes of these trials, an unsuccessful trial could affect the marketability of these products in the future.

Qur Approach to Our Backlog Might Not Be Successful.

We maintain a backlog in order to generate operating efficiencies. If order rates are insufficient to maintain
such a backlog, we may be subject to operating inefficiencies. For example, although our backlog typically
increases in the fourth quarter, it did not increase in the fourth quarter of fiscal 2008. We believe this might be
related to general economic concerns on the part of some professional customers. While we would anticipate that
any such delay in purchasing behavior would be temporary, we cannot be certain as to when such purchases
might actually be made.

We May be Required to Implement a Costly Product Recall.

In the event that any of our products proves to be defective, we can voluntarily recall, or the FDA could
require us to redesign or implement a recall of, any of our products. Both our larger competitors and we have, on
numerous occasions, voluntarily recalled products in the past, and based on this experience, we believe that
future recalls could result in significant costs 1o us and significant adverse publicity, which could harm our ability
to market our products in the future. Though it may not be possible to quantify the economic impact of a recall, it
could have a material adverse effect on our business, financial condition and results of operations.
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Changes in the Healthcare Industry May Require Us to Decrease the Selling Price for Our Products or Could
Result in a Reduction in the Size of the Market for Our Products, Each of Which Could Have a Negative
Impact on Our Financial Performance.

Trends toward managed care, healthcare cost containment, and other changes in government and private
sector initiatives in the United States and other countries in which we do business are placing increased emphasis
on the delivery of more cost-effective medical therapies, which could adversely affect the sale and/or the prices
of our products. For example:

» major third-party payers of hospital and pre-hospital services, including Medicare, Medicaid and private
healthcare insurers, have substantially revised their payment methodologies during the last few years,
which has resulted in stricter standards for reimbursement of hospital and pre-hospital charges for
certain medical procedures;

* Medicare, Medicaid and private healthcare insurer cutbacks could create downward price pressure in the
cardiac resuscitation pre-hospital market;

» numerous legislative proposals have been considered that would result in major reforms in the U.S.
healthcare system, which could have an adverse effect on our business;

» there has been a consolidation among healthcare facilities and purchasers of medical devices in the
United States who prefer to limit the number of suppliers from whom they purchase medical products,
and these entities may decide to stop purchasing our products or demand discounts on our prices;

» there is economic pressure to contain healthcare costs in international markets;

» there are proposed and existing laws and regulations in domestic and international markets regulating
pricing and profitability of companies in the healthcare industry; and

» there have been initiatives by third-party payers to challenge the prices charged for medical products,
which could affect our ability to sell products on a competitive basis.

Both the pressure to reduce prices for our products in response to these trends and the decrease in the size of
the market as a result of these trends could adversely affect our levels of revenues and profitability of sales,
which could have a material adverse effect on our business.

General Econemic Conditions, Which Are Largely Out of the Company’s Control, May Adversely Affect the
Company’s Financial Condition and Results of Operations.

The Company’s businesses may be affected by changes in general economic conditions, both nationally and
internationally. Recessionary economic cycles, higher interest rates, higher fuel and other energy costs, inflation,
higher levels of unemployment, changes in the laws or industry regulations or other economic factors may
adversely affect the demand for the Company's products. Additionally, these economic faciors, as well as higher
tax rates, increased costs of labor, insurance and healthcare, and changes in other laws and regulations may
increase the Company’s cost of sales and operating expenses, which may adversely affect the Company's
financial condition and results of operations.

Our primary business is the sale of capital equipment. While customers may delay their purchases of capital
equipment in the near-term due to the current economic environment, the equipment will ultimately need to be
replaced as defibrillator products are a standard of care. However, we cannot be sure as to how long such delays
may continue.

Recent Economic Trends Could Adversely Affect our Financial Performance.

Economic downturns and declines in consumption in our markets may affect the levels of both our sales and
profitability. As widely reported, the domestic and global financial markets have been experiencing extreme
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disruption in recent months, including severely diminished liquidity and credit availability. Concurrently,
economic weakness has begun to accelerate. We believe these conditions have not materially affected our
financial position as of September 28, 2008 or our liquidity for the year ended September 28, 2008. However, we
couid be negatively impacted if these conditions exist for a sustained period of time, or if there is further
deterioration in financial markets and major economies. The current tightening of credit in financial markets may
adversely affect the ability of our customers and suppliers to obtain financing, which could result in a decrease
in, or deferrals or cancellations of, the sale of our products and services. In addition, weakening economic
conditions and outlook may result in a further decline in the level of our customers’ spending that could
adversely affect our results of operations and liquidity. We are unable to predict the likely duration and severity
of the current disruption in the domestic and global financial markets and the related adverse economic
conditions.

We Can be Sued for Producing Defective Products and We May be Required to Pay Significant Amounts to
Those Harmed If We are Found Liable, and Our Business Could Suffer from Adverse Publicity.

The manufacture and sale of medical products such as curs entail significant risk of product liability claims,
and product liability claims are made against us from time to time. Our quality control standards comply with
FDA requirements, and we believe that the amount of product liability insurance we maintain is adequate based
on past product liability claims in our industry, We cannot be assured that the amount of such insurance will be
sufficient to satisfy claims made against us in the future or that we will be able to maintain insurance in the future
at satisfactory rates or in adequate amounts. Product liability claims could result in significant costs or litigation.
A product liability lawsuit is currently pending. A successful claim brought against us in excess of our available
insurance coverage or any claim that resuits in significant adverse publicity against us could have a material
adverse effect on our business, financial condition and results of operations.

Recurring Sales of Electrodes to Our Customers May Decline.

We typically have recurring sales of electrodes to our customers. Other vendors have developed electrode
adaptors that allow generic electrodes 10 be compatible with our defibrillators. 1f we are unable 10 continue 10
differentiate the superiority of our electrodes over these generic electrodes, our future revenue from the sale of
electrodes could be reduced, or our pricing and profitability could decline.

Failure to Produce New Products or Obtain Market Acceptance for Our New Products in a Timely Manner
Could Harm Our Business.

Because substantially all of our revenue comes from the sale of cardiac resuscitation devices and related
products, our financial performance will depend upon market acceptance of, and our ability to deliver and
support, new products. We cannot be assured that we will be able to produce viable products in the time frames
we currently estimate. Factors which could cause delay in these schedules or even cancellation of our projects to
produce and market these new products include: research and development delays, the actions of our competitors
producing competing products, and the actions of other parties who may provide alternative therapies or
solutions, which could reduce or eliminate the markets for pending products.

The degree of market acceptance of any of our products will depend on a number of factors, including:

* our ability to develop and introduce new products in a timely manner;

» our ability to successfully implement new product technologies;

» the market’s readiness to accept new products;

+ the standardization of an automated platform for data management systems;

» the clinical efficacy of our products and the outcome of clinical trials;
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» the ability to obtain timely regulatory approval for new products; and

« the prices of our products compared to the prices of our competitors’ products.

If our new products do not achieve market acceptance, our financial performance could be adversely affected.

Qur Dependence on Sole and Single Source Suppliers Exposes Us to Supply Interruptions and Manufacturing
Delays Caused by Faulty Components, Which Could Result in Product Delivery Delays and Substantial Costs
to Redesign Our Products.

Although we use many standard parts and components for our products, some key components are
purchased from sole or single source vendors for which alternative sources at present are not readily available.
For example, we currently purchase proprietary components, including capacitors, display screens, gate arrays
and integrated circuits, for which there are no direct substitutes. Our inability to obtain sufficient quantities of
these components as well as our limited ability to deal with faulty components may result in future delays or
reductions in product shipments, which could cause a fluctuation in our results of operations.

These or any other components could be replaced with alternatives from other suppliers, which could
involve a redesign of our products. Such a redesign could involve considerable time and expense. We could be at
risk that the supplier might experience difficulties meeting our needs.

If our manufacturers are unable or unwilling to continue manufacturing our components in required
volumes, we will have to transfer manufacturing to acceptable alternative manufacturers whom we have
identified, which could result in significant interruptions of supply. The manufacture of these components is
complex, and our reliance on the suppliers of these components exposes us 1o potential production difficulties
and quality variations, which could negatively impact the cost and timely delivery of our products. Accordingly,
any significant interruption in the supply, or degradation in the quality, of any component would have a material
adverse effect on our business, financial condition and results of operations.

We May Not be Able to Obtain Appropriate Regulatory Approvals for Our New Products.

The manufacture and sale of our products are subject to regulation by numerous governmental authorities,
principally the FDA and corresponding state and foreign agencies. The FDA administers the Federal Food, Drug
and Cosmetic Act, as amended, and the rules and regulations promulgated thereunder. Some of our products have
been classified by the FDA as Class II devices and others, such as our AEDs, have been classified as Class III
devices. All of these devices must secure a 510(k) pre-market notification clearance before they can be
introduced into the U.S. market. The process of obtaining 510(k) clearance typically takes several months and
may involve the submission of limited clinical data supporting assertions that the product is substantially
equivalent to an already approved device or to a device that was on the market before the Medical Device
Amendments of 1976. Delays in obtaining 510(k) clearance could have an adverse effect on the introduction of
future products. Moreover, approvals, if granted, may limit the uses for which a product may be marketed, which
could reduce or eliminate the commercial benefit of manufacturing any such product.

We are also subject to regulation in each of the foreign countries in which we sell products. Many of the
regulations applicable to our products in such countries are similar to those of the FDA. However, the national
health or social security organizations of certain countries require our products to be qualified before they can be
marketed in those countries. We cannot be assured that such clearances will be obtained. For example, although
we received U.S. 510(k) clearance on our biphasic waveform in 1999, to date we have not been able to obtain
similar clearance in Japan. As a result, our Japanese defibrillator revenues are very modest. Although we
anticipate clearance in the future, we can provide no such assurance that we will succeed.
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If We Fail to Comply With Applicable Regulatory Laws and Regulations, the FDA and Other U.S. and
Foreign Regulatory Agencies Could Exercise Any of Their Regulatory Powers, Which Could Have a Material
Adverse Effect on Our Business.

Every company that manufactures or assembles medical devices is required to register with the FDA and to
adhere to certain quality systems, which regulate the manufacture of medical devices and prescribe record
keeping procedures and provide for the routine inspection of facilities for compliance with such regulations, The
FDA also has broad regulatory powers in the arcas of clinical testing, marketing and advertising of medical
devices. To ensure that manufacturers adhere to good manufacturing practices, medical device manufacturers are
routinely subject 1o periodic inspections by the FDA. If the FDA believes that a company may not be operating in
compliance with applicable laws and regulations, it could take any of the following actions:

« place the company under observation and re-inspect the facilities;
¢ issue a warning letter apprising of violating conduct;

* detain or seize products;

* mandate a recall;

= enjoin future violations; and

= assess civil and criminal penalties against the company, its officers or its employees.

We, like most of our U.S. competitors, have received warning letters from the FDA in the past, and may
receive warning letters in the future. We have always complied with the warning letters we have received.
However, our failure to comply with FDA regulations could result in sanctions being imposed on us, including
restrictions on the marketing or recall of our products. These sanctions could have a material adverse effect on
our business.

If a foreign regulatory agency believes that we are not operating in compliance with their laws and
regulations, they could prevent us from selling our products in their country, which could have a material adverse
effect on our business.

We are Dependent upon Licensed and Purchased Technology for Upgradeable Features in Qur Products, and
We May Not Be Able to Renew These Licenses or Purchase Agreements in the Future.

We license and purchase technology from third parties for upgradeable features in our products, including a
12 lead analysis program, SPO2, EtCO2, CO and NIBP technologies. We anticipate that we will need to license
and purchase additional technology to remain competitive. We may not be able to renew our existing licenses
and purchase agreements or to license and purchase other technologies on commercially reasonable terms or at
all. If we are unable to renew our existing licenses and purchase agreements or we are unable to license or
purchase new technologies, we may not be able to offer competitive products.

Fluctuatiens in Currency Exchange Rates May Adversely Affect Our International Sales.

Our revenue from foreign operations can be denominated in or significantly influenced by the currency and
general eco