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Annual Meeting of Shareholders

All shareholders are welcome to attend our annual meeting, which will be held at 9:00 am on Friday, June 5, 2009, at Aspect Medical Systems, Inc., 

One Upland Road, Norwood, Massachusetts. We look forward to meeting our shareholders and answering any questions you may have at the meeting. 

Forward-Looking Statements

Certain statements made in this Annual Report to Shareholders are forward-looking statements that are subject to risks and uncertainties, including 

statements regarding the Company’s near-term and long-term operating plans, strategies, goals, prospects and financial and operating performance and 

results. There are a number of important factors that could cause the Company’s future performance and results of operations to differ materially from such

statements, including without limitation those set forth under the heading, “Risk Factors” in the Company’s Annual Report on Form 10-K for the fiscal year

ended December 31, 2008, which is filed with the Securities and Exchange Commission. These statements should not be relied upon as representing the

Company’s expectations of beliefs as of any date subsequent to the date of this Annual Report. 
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F I N A N C I A L  I N F O R M A T I O N

SELECTED CONSOLIDATED FINANCIAL DATA
CONSOLIDATED STATEMENTS OF INCOME DATA (in thousands, except per share data):

YEAR ENDED DECEMBER 31, 2008 2007 2006 2005 2004

Product revenue $ 99,267 $ 92,078 $ 85,018 $ 73,471 $ 54,902

Strategic alliance revenue — 5,246 6,316 3,524 662

Total revenue 99,267 97,324 91,334 76,995 55,564

Costs of product revenue 25,263 23,319 22,171 19,303 12,992

Gross profit 74,004 74,005 69,163 57,692 42,572

Gross margin percentage 74.6% 76.0% 75.7% 74.9% 76.6%

Operating expenses:

Research and development 16,688 16,052 15,280 10,464 7,470

Sales and marketing 46,629 39,823 35,571 30,298 26,695

General and administrative 16,899 15,486 12,446 10,291 8,946

Total operating expenses 80,216 71,361 63,297 51,053 43,111

(Loss) income from operations (6,212) 2,644 5,866 6,639 (539)

Interest income, net 405 3,009 3,332 1,926 923

Realized losses on sales of investments, net (1,513) — — — —

Gain on repurchases of debt 27,793 — — — —

Income before income taxes 20,473 5,653 9,198 8,565 384

Income tax provision (benefit) 9,372 3,397 (27,891) 90 81

Net income $ 11,101 $ 2,256 $ 37,089 $ 8,475 $ 303

Net income per share:

Basic $ 0.64 $ 0.12 $ 1.66 $ 0.39 $ 0.02

Diluted $ 0.56 $ 0.11 $ 1.59 $ 0.35 $ 0.01

Weighted average shares used in 
computing net income per share:

Basic 17,255 19,614 22,378 21,508 20,142

Diluted 23,230 20,247 23,380 23,921 22,286

CONSOLIDATED BALANCE SHEET DATA (in thousands): 

AS OF DECEMBER 31, 2008 2007 2006 2005 2004

Cash, cash equivalents, restricted cash 
and marketable securities $ 83,451 $109,484 $ 63,470 $ 61,341 $ 43,734

Working capital 91,981 118,824 70,645 64,853 41,814

Total assets 136,974 173,477 125,254 87,132 61,690

Long-term debt 65,000 125,000 — — 186

Total stockholders’ equity 56,030 36,675 109,248 67,423 45,586

These selected condensed financial statements should be read in conjunction with the full audited financial statements presented in Aspect’s Form 10-K, 
as filed with the Securities and Exchange Commission.

For Aspect Medical Systems, 2008 will be remembered as a year of challenges. Despite the economic 

turbulence, Aspect continued to grow and maintain a commitment to advancing the quality and safety

of patient care. Our confidence in the value of brain monitoring has not diminished and I am proud to

say that BIS technology has been used to help clinicians optimize patient care for more than 

31 million patients across the globe. Our market leadership position remains strong, with more than

56,000 BIS systems installed worldwide. Furthermore, BIS technology was used to help guide anesthetic

management in approximately 19% of the general anesthetics administered in the United States last year. 

Nonetheless, revenue growth slowed in 2008 more than we anticipated. Compared to 2007 results:

8% 8% 26%Product Revenue Grew U.S. Sensor Revenue Grew International Sensor Revenue Grew

There are a number of factors that contributed to the deceleration in growth rates compared to the prior year. In 2008 we

determined that growing our business with the late adopters would require more contact with our customers and a greater

emphasis on clinical education. In recognition of this, we made the decision to expand our U.S. sales force. Although this effort

caused some disruption during the second half of the year as territories were realigned and attention was placed on hiring

and training, this decision allowed us to better address market challenges encountered throughout the year. One of these

challenges was the publication of a controversial study questioning the efficacy of our technology as a means of reducing the

incidence of intraoperative awareness. Although the study findings confirmed previous research demonstrating the role of BIS

monitoring in helping clinicians achieve a low incidence of awareness in high-risk patient populations, the interpretation of

some study results and resulting publicity was disruptive and required a considerable effort for our field organization to

educate our customers. This was followed later in the year by the worldwide recession, which presented an entirely new set

of challenges for medical technology companies due to the impact on hospital spending.

Given these challenges, we believe that our expanded sales organization has provided a strategic advantage in better

positioning the business. In difficult times, it is more important than ever to stay close to customers, and we believe we have

successfully done this. Our sales force expansion has also given us the opportunity to refocus our customers on the proven

value of BIS technology in helping clinicians improve care, and to expand the depth and breadth of our clinical education

programs. Our results demonstrate the value of this approach. Although growth slowed during the course of the year, product

use continued to expand and we successfully grew the worldwide installed base of BIS sockets by 19%. 


