
 

Cardiac Science Reports Q2 Revenue; Resumes AED Shipments

Operating Cash Flow of $0.5 Million and Net Loss of $0.09 per Share

Bothell, WA - August 10, 2009 - Cardiac Science Corporation [NASDAQ: CSCX], a global leader in automated external 
defibrillator (AED) and diagnostic cardiac monitoring devices, today announced that revenue for the second quarter ended 
June 30, 2009, was $36.1 million, a result that was adversely impacted by a decision to withhold $3 million in AED shipments 
during the quarter in accordance with the Company's internal quality procedures. The Company also announced that 
shipments of AEDs have resumed.

In addition to the impact from withheld AED shipments, second quarter results reflect a contraction in Japanese AED revenue 
and continued weakness in the market for healthcare capital equipment.

Cardiac monitoring revenue was $14.8 million and defibrillation products revenue was $16.9 million for the second quarter of 
2009. As expected, AED sales in Japan were $9.1 million less than in the prior year quarter, primarily due to market weakness 
and a pending competing AED product introduction by the Company's current distribution partner. North American AED sales 
were down 32% compared to the prior year period, due to the withheld AED shipments and the effects of a weaker economy. 
Cardiac monitoring revenue decreased 5% compared to the prior year period, driven by slowed buying patterns in the hospital 
and physician office markets. However, second quarter 2009 cardiac monitoring revenue was up 20% sequentially over the first 
quarter of 2009.

President and chief executive officer Dave Marver said, "We voluntarily stopped shipping AEDs in late June in order to evaluate 
a potential component issue. In accordance with our quality processes, I'm pleased to report we have now resumed shipments. 
We will continue to evaluate the possible impact of the component issue on units in the field and whether it may be appropriate 
to take corrective action for those units."

Mr. Marver continued, "During the second quarter, we continued to execute on our growth strategy, the results of which will be 
apparent as we begin to announce new product introductions over the next 12 months. In addition, we drove functional 
improvements across the company, strengthening our operational foundation in preparation for future growth. We intend to 
maintain our forward progress as we fully resolve the AED component issue and put it behind us."

Second Quarter Financial Results

Second quarter revenue of $36.1 million represented a decrease of 31% compared to the $52.1 million in revenue reported in 
the second quarter of 2008. Second quarter gross margin was 48.6%, a decrease from the second quarter of 2008, which was 
49.8%. The gross margin decrease is mostly due to product mix related to reduced sales of AEDs, which generally sell at 
higher gross margins than our cardiac monitoring products.

Operating expenses in the second quarter of 2009 were $21.2 million, compared to $22.2 million for the second quarter of 
2008, a reduction of 5%.

The Company reported an operating loss $3.7 million and a net loss of $2.1 million, or $0.09 loss per share in the second 
quarter of 2009, compared to net income of $2.3 million, or $0.10 per share in the second quarter of 2008.

EBITDA was negative $1.8 million for the second quarter of 2009. Adjusted EBITDA, which excludes stock-based compensation 
expense, was negative $1.2 million for the second quarter of 2009.

The Company generated $0.5 million in cash from operating activities during the second quarter and had $37.9 million in cash 
and cash equivalents as of June 30, 2009.

Outlook

The Company expects revenue for the third quarter of 2009 to be in a range between $37 million and $40 million. Actual 
revenue will be dependent, in part, on how quickly the Company is able to ramp up AED production and fulfill the order backlog 
that accumulated while shipping was suspended, as well as new orders that are received during the third quarter.

http://www.cardiacscience.com/homepage-non-flash.php
http://www.cardiacscience.com/cardiology-products/aed-defibrillator/powerheart-aed-g3-plus.htm?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=aed


Profitability and cash flow levels for the quarter will be adversely affected by the AED ship-hold, including manufacturing 
inefficiencies, product re-work and testing and professional services associated with evaluating the related quality issues. The 
Company will also incur higher regulatory and quality assurance expenses as it upgrades its internal capabilities in this area. In 
addition, the Company expects to incur higher research and development and marketing expenses associated with product 
development initiatives.

Profitability and cash flows for the quarter may also be adversely impacted if the Company determines that a corrective action 
is required to address AED component issues in the field. While the Company has not yet determined whether a field action 
may be required, such action, if necessary, could cost between $10 and $20 million, depending on the nature of the action, the 
number and location of affected units and other factors, although there can be no assurance that the cost of an action, if 
required, would fall within this range.

Excluding expenses relating to a possible field action, the Company expects to report a net loss for the quarter in a range 
between $0.10 and $0.14 per share.

Non-GAAP and Pro Forma Financial Information 

This news release contains a discussion of EBITDA and Adjusted EBITDA, which are non-GAAP financial measures provided 
as a complement to results provided in accordance with accounting principles generally accepted in the United States of 
America ("GAAP"). The term "EBITDA" refers to a financial measure defined as earnings before net interest, income taxes, 
depreciation, and amortization. "Adjusted EBITDA" refers to EBITDA before stock-based compensation. Neither of these 
measures are a substitute for measures determined in accordance with GAAP, and may not be comparable to the same 
measures as reported by other companies. EBITDA and Adjusted EBITDA are an integral part of the internal management 
reporting and planning process and are the primary measures used by management to evaluate the operating performance of 
the Company. The components of these measures include the key revenue and expense items for which operating managers 
are responsible and upon which their performance is evaluated. The Company also uses Adjusted EBITDA for planning 
purposes and in presentations to its board of directors. Reconciliations of EBITDA and Adjusted EBITDA to net income, the 
most comparable GAAP measure, are contained in this press release.

Conference Call Information

Cardiac Science will conduct a conference call at 4:30 p.m. Eastern Daylight Time today to discuss the Company's financial 
results for the second quarter and issues related to the AED ship-hold. The call will be hosted by Dave Marver, president and 
chief executive officer, and Mike Matysik, senior vice president and chief financial officer.

To access the conference call, please dial 877.941.6011 and reference conference ID 4118733. Callers outside the U.S. can 
dial 480.248.5085. The call will also be webcast live at http://www.cardiacscience.com. An audio replay of the call will be 
available for seven days following the call at 800.406.7325 for U.S. callers or 303.590.3030 for those calling from outside the 
U.S. The password required to access the replay is 4118733#. An archived webcast will also be available at 
http://www.cardiacscience.com for 90 days. 

About Cardiac Science

Cardiac Science develops, manufactures, and markets a family of advanced diagnostic and therapeutic cardiology devices and 
systems, including automated external defibrillators (AED), electrocardiograph devices (ECG/EKG), cardiac stress treadmill and 
systems, Holter monitoring systems, hospital defibrillators, cardiac rehabilitation telemetry systems, and cardiology data 
management systems (informatics) that connect with hospital information (HIS), electronic medical record (EMR), and other 
information systems. The company sells a variety of related products and consumables and provides a portfolio of training, 
maintenance, and support services. Cardiac Science, the successor to the cardiac businesses that established the trusted 

Burdick®, HeartCentrix®, Powerheart®, and Quinton® brands, is headquartered in Bothell, Washington. The Company 
distributes its products in nearly 100 countries worldwide, with operations in North America, Europe, and Asia. For information, 
call 425.402.2000 or visit http://www.cardiacscience.com. 

Forward-Looking Statements 

This press release contains forward-looking statements. The word "believe," "expect," "intend," "anticipate," variations of such 
words, and similar expressions identify forward-looking statements, but their absence does not mean that the statement is not 
forward-looking. Forward looking statements in this press release include, but are not limited to, those relating to Cardiac 
Science Corporation's future financial results and condition, the operational and financial impact of the AED component issue, 
including the potential for a voluntary field corrective action, and strategic initiatives, including future product releases. These 
are forward-looking statements for purposes of the safe harbor provisions under the Private Securities Litigation Reform Act of 
1995. Actual results and performance may vary significantly from those expressed or implied in such statements. Factors that 
could cause or contribute to such varying results and other risks include those with respect to the quality of our processes, 

http://www.cardiacscience.com/
http://www.cardiacscience.com/
http://www.cardiacscience.com/cardiology-products/aed-defibrillator/powerheart-aed-g3-plus.htm?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=aed
http://www.cardiacscience.com/cardiology-products/ecg-devices/?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=ecg
http://www.cardiacscience.com/cardiology-products/ecg-devices/?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=ekg
http://www.cardiacscience.com/cardiology-products/stress-testing/?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=stress-treadmill
http://www.cardiacscience.com/cardiology-products/holter-systems/?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=Holter
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http://www.cardiacscience.com/cardiology-products/data-management-and-connectivity/heartcentrix-cardiac-data-management-connectivity.htm?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=connect-with-HIS
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http://www.cardiacscience.com/cardiology-products/stress-testing/?utm_source=pr&utm_medium=pr&utm_campaign=pr&utm_keyword=Quinton
http://www.cardiacscience.com/


products and services and the implementation of voluntary actions or those taken at the request of regulatory authorities 
relating to our business, as well as those more fully described in the Annual Report on Form 10-K filed by Cardiac Science 
Corporation for the year ended December 31, 2008, as updated by subsequent quarterly reports on Form 10-Q. Cardiac 
Science Corporation undertakes no duty or obligation to update the information provided herein.
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