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Forward-Looking Statements

This report contains information that may constitute "forward-looking statements.” Generally, the words "believe,"
"expect,"” "intend," "anticipate,” "estimate,” "project,” "will" and similar expressions identify forward-looking
statements, which generally are not historical in nature. However, the absence of these words or similar expressions
does not mean that a statement is not forward-looking. All statements that address operating performance, events or
developments that we expect or anticipate will occur in the future — including statements relating to revenue growth
and statements expressing general views about future operating results — are forward-looking statements. Management
believes that these forward-looking statements are reasonable as and when made. However, caution should be taken
not to place undue reliance on any such forward-looking statements because such statements speak only as of the date
when made. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise, except as required by law. In addition, forward-looking
statements are subject to certain risks and uncertainties that could cause actual results to differ materially from our
historical experience and our present expectations or projections. These risks and uncertainties include, but are not
limited to, those described in Part I, "Item 1A. Risk Factors" and elsewhere in this report and those described from
time to time in our future reports to be filed with the Securities and Exchange Commission.

"o

Part 1

Item 1. Business

Introduction

Mesa Laboratories, Inc. was incorporated under the laws of the State of Colorado on March 26, 1982. The terms “we,”
“us,” “our,” the “Company” or “Mesa” are used in this report to refer collectively to the parent company and the subsidiaries
through which our various businesses are actually conducted. We pursue a strategy of focusing primarily on quality
control products, which are sold into niche markets that are driven by regulatory requirements. We prefer markets that
have limited competition where we can establish a commanding presence and achieve high gross margins. We are
organized into three divisions across seven physical locations. Our Instruments Division designs, manufactures and
markets quality control instruments and disposable products utilized in connection with the healthcare,
pharmaceutical, food and beverage, medical device, industrial hygiene and semiconductor industries. Our Biological
Indicators Division manufactures and markets biological indicators and distributes chemical indicators used to assess
the effectiveness of sterilization processes, including steam, gas, hydrogen peroxide and radiation, in the hospital,
dental, medical device and pharmaceutical industries. Our Continuous Monitoring Division designs, develops and
markets systems which are used to monitor various environmental parameters such as temperature, humidity and
differential pressure to ensure that critical storage and processing conditions are maintained in hospitals,
pharmaceutical and medical device manufacturers, blood banks, pharmacies and a number of other laboratory and
industrial environments.
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Our Lakewood, Colorado; Butler, New Jersey; and Waltham, Massachusetts facilities manufacture our Instruments
Division products, which include the DataTrace®, Dialyguard®, Bios DryCal®, Challenger®- TetraCal®, OMNI FT™,
Torqo®, and SureTorque® brands. Our Omaha, Nebraska and Bozeman, Montana locations manufacture our
Biological Indicators Division products — the Mesa and Apex™ brands, while our Lakewood, Colorado facility also
manufactures our Continuous Monitoring Division products, which include the CheckPoint®, ViewPoint and
AmegaView brands.

Our philosophy is to manufacture a quality product and provide a high level of on-going service for those products.
Our revenues come from two main sources — product sales and services. Our strategic goals involve continuing to grow
revenues and profits through three key strategies — a) improving our distribution channels, b) introducing new products
to the market, and c) seeking out companies or product lines to acquire.

In April 2014, we completed a business combination (the “BGI Acquisition”) whereby we acquired substantially all of
the assets (other than cash and accounts receivable) and certain liabilities of BGI, Incorporated and BGI Instruments,
Inc., (collectively “BGI”), businesses focused on the sale of equipment primarily used for particulate air sampling.

In April 2014, we completed a business combination (the “Amilabo Acquisition”) whereby we acquired all of the
common stock of Amilabo SAS (“Amilablo”), a distributor of our biological indicator products.

PAGE 1
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In November 2013, we completed a business combination (the “TempSys Acquisition””) whereby we acquired all of the
common stock of TempSys, Inc. (“TempSys”), a company in the business of providing continuous monitoring systems
to regulated industries.

In November 2013, we completed a business combination (the “Amega Acquisition””) whereby we acquired substantially
all the assets and certain liabilities of Amega Scientific Corporation’s (“Amega’) business which provides continuous
monitoring systems to regulated industries.

In August 2013, we entered into an agreement whereby we sold our NuSonics product line.

In July 2013, we completed a business combination (the “Suretorque Acquisition”) whereby we acquired substantially
all of the assets of ST Acquisitions, LLC’s (“ST Acquisitions”) business involving the design, manufacturing, sale and
service of its SureTorque line of bottle cap torque testing instrumentation.

In May 2012, we completed a business combination (the “Bios Acquisition”) whereby we acquired substantially all of
the assets and certain liabilities of Bios International Corporation’s (“Bios”) business involving the design,
manufacturing, sale and service of flow calibration equipment.

Our principal executive offices and corporate headquarters are located at 12100 West Sixth Ave., Lakewood,
Colorado 80228, and our telephone number is 303-987-8000. Our website is www.mesalabs.com. The information
contained or connected to our website is not incorporated by reference into this Annual Report on Form 10-K and
should not be considered part of this report.

Instruments Division

Our Instruments Division designs, manufactures and markets quality control instruments and disposable products
utilized in the healthcare, pharmaceutical, food and beverage, medical device, industrial hygiene and semiconductor
industries. Generally, our instrument products are used for testing, quality control, safety, validation and regulatory
compliance. Our Instruments Division products include: 1) Data loggers, which are used in critical manufacturing and
quality control processes in the food, pharmaceutical and medical device industries; 2) Medical meters and calibration
solutions, which are used for quality control in dialysis clinics and dialysis machine manufacturing operations; 3) Gas
flow calibration and air sampling equipment, which are used for industrial hygiene assessments, calibration of gas
metering equipment and environmental air monitoring by a variety of organizations, including metrology labs,
manufacturing companies and government agencies; and 4) torque testing systems, which are used to measure bottle
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cap tightness in the beverage and pharmaceutical industries.

Data Loggers

Our data logger products are self-contained, wireless, high precision instruments that are used in critical
manufacturing, quality control and validation applications. They are used to measure temperature, humidity and
pressure inside a process or a product during manufacturing. In addition, data loggers can be used to validate the
proper operation of laboratory or manufacturing equipment, either during its installation or for annual re-certifications.
The products consist of individual data loggers, a personal computer (“PC”) interface, software and various accessories.
A customer typically purchases a large number of data loggers along with a single PC interface and the software
package. In practice, using the PC interface, the user programs the loggers to collect environmental data at a
pre-determined interval, places the data loggers in the product or process, and then collects stored process data from
the data logger either through the PC interface or wirelessly via a radio link. The user can then prepare tabular and
graphical reports using the software. Unique aspects of our data loggers are their ability to operate at elevated
temperatures and in explosive environments — important differentiating factors in the marketplace and, consequently,
they are used by companies to control their most critical processes, such as sterilization. Industries utilizing the data
loggers include food processing, pharmaceutical manufacturing, medical device companies and contract sterilizers.

Medical Meters and Calibration Solutions

Our medical meters are used to test various parameters of the dialysis fluid (dialysate), and the proper calibration and
operation of the dialysis machine. Each measures some combination of temperature, pressure, pH and conductivity to
ensure that the dialysate has the proper composition to promote the transfer of waste products from the blood to the
dialysate. The meters provide a digital readout that the patient, physician or technician uses to verify that the dialysis
machine is working within prescribed limits and delivering properly prepared dialysate. We manufacture two styles of
medical meters; those designed for use by dialysis machine manufacturers and biomedical technicians, and those used
primarily by dialysis nurses. The meters for technicians are characterized by exceptional accuracy, stability and
flexibility, and are used by the industry as the primary standard for the calibration of dialysis machines. The meters
designed for use by dialysis nurses are known primarily for their ease of use and incorporate a patented, built-in
syringe sampling system. These meters are used as the final quality control check on the dialysate just prior to starting
a treatment. In addition to the dialysate meters, we market a line of standard solutions for use in dialysis clinics for
calibration and testing. These standard solutions are regularly consumed by the dialysis clinics thus, along with
calibration services, are less impacted by general economic conditions than instrument sales. Customers that utilize
these products include dialysis facilities, medical device manufacturers and biomedical service companies.

PAGE 2
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Gas Flow Calibration and Air Sampling Equipment

We manufacture a variety of instruments and equipment for gas flow calibration and for environmental air sampling.
In the air sampling area, our technology is used primarily for the determination of particulate concentrations in air as a
measure of urban or industrial air pollution, and for industrial hygiene assessments. The primary products include air
samplers, particle separators and pumps. In the environmental area, our particle samplers were some of the first on the
market and they were recognized early-on as “reference samplers” by the U.S. Environmental Protection Agency.

We also manufacture gas flow calibration instruments to support the use of our air sampling equipment, and for
broader industrial applications. Our gas flow calibration instruments provide the precise standards required by
laboratories and industry in the design, development, manufacture, installation and calibration of various gas flow
meters and air sampling devices. Our flow meters are used in many industries where professionals require the superior
accuracy, reliability and ease of operation that our flow meters provide, including 1) industrial hygienists, 2)
calibration and research laboratories, 3) manufacturers who design, develop and manufacture gas flow meters, and 4)
industrial engineering and manufacturing companies that utilize gas flow meters.

Torque Testing Systems

Our automated torque testing systems are durable and reliable motorized cap torque analyzers used throughout the
packaging industry. The primary advantages of our torque instruments are their high accuracy and long term
consistency of measurement. Unlike manual torque testing instruments, our motorized torque systems eliminate the
effects on the measurement results of different operators and different cap removal speeds. With a motorized torque
testing system, the force applied to a cap is precisely the same in each testing cycle, regardless of who may be
operating the machine, or how strong they may be. Our torque systems provide the information that helps the
packaging operation track events, and potential problems, during the manufacturing process so that corrections can be
performed in a timely fashion. Industries utilizing these instruments include food processors, beverage companies,
pharmaceutical, and consumer product manufacturers.

Biological Indicators Division

Our Biological Indicators Division manufactures and markets biological indicators and distributes chemical indicators
used to assess the effectiveness of sterilization processes, including steam, gas (such as Ethylene Oxide or Chlorine
Dioxide), hydrogen peroxide and radiation, in the hospital, dental, medical device and pharmaceutical industries. Our
biological indicators are registered medical devices manufactured under International Standards Organization (“ISO”)
13485 controlled processes. They are developed and used according to the Association for the Advancement of
Medical Instrumentation (“AAMI”) guidelines, which are adopted as the worldwide standard under ISO.
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Biological indicators consist of resistant spores of certain microorganisms that are applied on a convenient substrate,
such as a small piece of filter paper. The spores are well characterized in terms of numbers and resistance to
sterilization. In use, the biological indicator is exposed to a sterilization process and then tested to determine the
presence of surviving organisms. Our biological indicators include a) spore strips, which require post-processing
transfer to a growth media, b) self-contained products, which have the growth media already pre-packaged in
crushable ampoules, and c¢) culture media. Chemical indicators are similar to biological indicators, except that a
chemical change (generally determined by color) is used to assess the exposure to sterilization conditions. Biological
indicators and chemical indicators are often used together to monitor processes. Biological indicators are used to
validate equipment and monitor the effectiveness of a process in any industrial or healthcare setting which uses
sterilization. Key markets include healthcare, such as dental offices and hospitals, and industrial, such as medical
device and pharmaceutical manufacturers.

PAGE 3
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Our biological indicators are distinguished in the marketplace by their high level of quality, consistency and
flexibility. A variety of different formats allows our biological indicators to be used in many different types of
processes and products. For example, the simple spore strips are used most often in the small table-top steam
sterilizers in dental offices, while a more complex self-contained biological indicator may be used by a medical device
manufacturer to assure the sterility in a complex ethylene oxide sterilization process. In either case, the number of
spores contained on the carrier and the resistance of the spores to the sterilization process must be well characterized
in order to accurately assess the effectiveness of sterilization. During manufacturing, extensive quality control steps
are used to insure that the microorganism spores are well characterized and their resistance is known following
placement on the target carrier.

Continuous Monitoring Division

Our Continuous Monitoring Division designs, develops and markets systems which are used to monitor various
environmental parameters such as temperature, humidity and differential pressure to ensure that critical storage and
processing conditions are maintained. Continuous monitoring systems are used in controlled environments such as
refrigerators, freezers, warehouses, laboratory incubators, clean rooms and a number of other settings. The continuous
monitoring systems consist of wireless sensors that are placed in controlled environments, hardware modules to
receive the wireless data, and various software programs to collect, store and process the data. Our systems are
designed to operate continuously, providing data around the clock, 365 days per year. A critical function of our
systems is the ability to provide local alarms and notifications via e-mail, text or telephone, in the case where
established environmental conditions are exceeded. Key markets for our continuous monitoring systems are hospitals,
pharmaceutical and medical device manufacturers, blood banks, pharmacies and a number of other laboratory and
industrial environments.

Among the important competitive differentiators for our continuous monitoring systems, are 1) their high degree of
reliability and up-time; 2) a large variety of sensor types to meet the needs of most applications; 3) a large, distributed
installation and service team; and 4) a full-featured and validated software program, providing extensive reporting and
alarm capability. An important aspect of our continuous monitoring business is the ability to provide post-installation
service and support. For most systems, annual re-calibration of each sensor is required, and we provide this service
through our large, dedicated service organization.

Market Factors

Product sales are dependent on several factors, including general economic conditions, both domestic and
international, customer capital spending trends, competition, introduction of new products and acquisitions. Biological
indicator products are disposable and are used on a routine basis for quality control, thus product sales are less
sensitive to general economic conditions. Instrument products and continuous monitoring systems have a longer life,
and their purchase by our customers is somewhat discretionary, so sales are more sensitive to general economic
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conditions. Service demand is driven by our customers’ quality control and regulatory environments, which require
periodic repair and recalibration or certification of our instrument products and continuous monitoring systems. We
typically evaluate costs and pricing annually. Our policy is to price our products competitively and, where possible,
we try to pass along cost increases in order to maintain our margins.

Manufacturing

We conduct research, manufacturing and support of our Instruments Division products from our facilities in
Lakewood, Colorado; Butler, New Jersey; and Waltham, Massachusetts. Our instrument products are manufactured
primarily by assembling the products from purchased components and calibrating the final products prior to release.
The manufacture and support of our Continuous Monitoring Division systems are conducted from our facility in
Lakewood, Colorado. Our continuous monitoring systems are manufactured primarily by assembling the systems from
purchased components and calibrating the final system at the point of installation at the customer’s facility. Facilities in
Bozeman, Montana and Omaha, Nebraska are used for the Biological Indicators Division. Our biological indicator
products are manufactured by growing microbiological spores from raw materials, forming the finished products and
testing the finished biological indicators using established quality control tests.

Most of the materials and components used in our product lines are available from a number of different suppliers. We
generally maintain multiple sources of supply, but are dependent on a single source for certain items. We believe that
alternative sources could be developed, if required, for present single supply sources. Although our dependence on
these single supply sources may involve a degree of risk, to date we have been able to acquire sufficient stock to meet
our production requirements.
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Marketing and Distribution

Domestically, we generate sales to end users through our sales and marketing staff and distributors. We use
approximately 290 distributors throughout Europe, Africa, Asia, South America, Australia, Canada and Central
America for international sales and distribution. Sales promotions include trade shows, direct mail campaigns, internet
and other digital forms of advertising.

Our Instruments Division marketing effort is focused on offering quality products to our customers that will aid them
in containing cost, improving the quality of their products and services, and helping them meet their regulatory
requirements. Customers primarily include manufacturers of foods, beverages, pharmaceutical products, medical
devices, contract sterilizing services and dialysis clinics.

Our Biological Indicators Division marketing focuses on providing quality test products in a variety of different
formats, which minimize incubation and test result time. Customers include companies providing sterility assurance
testing to dental offices, hospitals, contract sterilization services and various industrial users involved in
pharmaceutical and medical device manufacturing.

Our Continuous Monitoring Division marketing focuses on providing quality systems to our customers that monitor
various environmental parameters such as temperature, humidity and differential pressure to ensure that critical
storage and processing conditions are maintained. Customers include hospitals, pharmaceutical and medical device
manufacturers, blood banks, pharmacies and a number of other laboratory and industrial environments.

As of and for the years ended March 31, 2014, 2013 and 2012, no individual customer represented more than 10% of
our accounts receivable or revenues.

Competition

Our products compete across several industries with a variety of companies, many of which are well established, with
substantially greater capital resources and larger research and development capabilities. Furthermore, many of these
companies have established product lines and a significant operating history. Accordingly, we may be at a competitive
disadvantage with some competitors due to their respective size and market presence.

14
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Companies with which our Instruments Division products compete include the Myron L. Company, IBP Medical
GmbH, GE Kaye, Inc., Ellab, TMI Orion, Danaher, Inc., Thermo Fisher Scientific, Inc., Mecmesin and Steinfurth.
Our Biological Indicators Division products compete with 3M, Terragene, NAMSA and Steris, among others. Our
Continuous Monitoring Division systems compete with Rees Scientific Corporation, GE Kaye, Inc. and
Cooper-Atkins, among others.

Research and Development

We are committed to an active research and development program dedicated to innovating new products and
improving the quality and performance of our existing products. We spent $2,320,000, $2,011,000 and $1,534,000 for
the years ended March 31, 2014, 2013 and 2012, respectively, on research and development activities, including
amounts capitalized as intangible assets.

Government Regulation

While our quality system and manufacturing processes are generally the same throughout the Instruments Division,
specific products are compliant under ISO 13485, ISO 17025, ISO 9001 and certain U.S. Federal regulations.
Compliance requires us to obtain third party certification for certain products.

Several products in both the Instruments and Biological Indicators Divisions are medical devices subject to the
provisions of the Federal Food, Drug and Cosmetic Act, as amended by the Medical Device Amendments of 1976
(hereinafter referred to as the "Act"). The Act requires any company proposing to market a medical device to notify
the Food and Drug Administration (“FDA”) of its intention at least ninety days before doing so and in such notification
must advise the FDA as to whether the device is substantially equivalent to a device marketed prior to May 28, 1976.
We have received permission from the FDA to market all of the products requiring such permission.
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Some of our facilities are subject to FDA regulations and inspections, which may be time-consuming and costly. This
includes on-going compliance with the FDA's current Good Manufacturing Practices regulations that require, among
other things, the systematic control of manufacture, packaging and storage of products intended for human use.
Failure to comply with these practices renders the product adulterated and could subject us to an interruption of
manufacturing and selling these products, and possible regulatory action by the FDA.

The manufacture and sale of medical devices is also regulated by some states. Although there is substantial overlap
between state regulations and the regulations of the FDA, some state laws may apply. We do not anticipate that
complying with state regulations, however, will create any significant problems. Foreign countries also have laws
regulating medical devices sold in those countries, which may cause us to expend additional resources on compliance.

Employees

On March 31, 2014, we had 273 employees, of which 162 are employed for manufacturing and quality assurance, 24
for research and development and engineering, 51 for sales and marketing, and 36 for administration.

Item 1A. Risk Factors

In addition to the other information set forth in this Annual Report on Form 10-K and other documents we filed with
the SEC, you should carefully consider the following factors, which could materially affect our business, financial
condition or results of operations in future periods. The risks and uncertainties described below are those that we
have identified as material, but are not the only risks and uncertainties facing us. Additional risks and uncertainties
not currently known to us or that we currently believe are immaterial also may impair our business, including our
results of operations, liquidity and financial condition.

Conditions in the global economy, the markets we serve and the financial markets may adversely affect our
business and results of operations.

Our business is sensitive to general economic conditions and since 2008 the effects of the global financial crisis have
adversely impacted the global economy. Slower global economic growth, the credit market crisis and European debt
crisis, uncertainty relating to the Euro, high levels of unemployment, reduced levels of capital expenditures, changes
in government fiscal and monetary policies, government deficit reduction and budget negotiation dynamics,
sequestration, other austerity measures and other challenges affecting the global economy could affect us and our
distributors, customers and suppliers, including having the effect of:
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reducing demand for our products and services, limiting financing available to our customers, increasing order
cancellations and resulting in longer sales cycles;

increasing the difficulty in collecting accounts receivable and the risk of excess and obsolete
inventories; and

increasing the risk that counterparties to our contractual arrangements will become insolvent or otherwise unable to
fulfill their contractual obligations, which could increase the risks identified above.

Improvement in the global economy remains uneven and uncertain. If slower growth in the global economy or in any
of the markets we serve continues for a significant period, if there is a significant deterioration in the global economy
or such markets, or if improvements in the global economy don’t benefit the markets we serve, our business and results
of operations could be adversely affected.

PAGE 6
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We face competition and if we are unable to compete effectively, we may experience decreased demand and
decreased market share.

The markets for some of our current and potential products are competitive. Because of the range of products we sell
and the variety of markets we serve, we encounter a wide variety of competitors, including several that possess both
larger sales forces and more capital resources. In order to compete effectively, we must retain longstanding
relationships with major customers, continue to grow our business by establishing relationships with new customers,
continually develop new products and services to maintain and expand our brand recognition and leadership position
in various product and service categories, and penetrate new markets, including in developing countries. Our failure to
compete effectively and/or pricing pressures resulting from competition may adversely impact our results of
operations, and our expansion into new markets may result in greater-than-expected risks, liabilities and expenses.

Changing industry trends may affect our results of operations.

Various changes within the industries we serve may limit future demand for our products and may include the
following:

changes in dialysis reimbursements;

mergers within the dialysis provider industry, concentrating our medical meter and solutions sales with a few, large
customers;

mergers within other industries we serve, making us more dependent upon fewer, larger customers for our sales;
decreased product demand, driven by changes in our customer’s regulatory environments or standard industry
practices; and

price competition for key products.

Our growth depends in part on the timely development and commercialization, and customer acceptance, of new
and enhanced products and services and the efforts of third party distributors.

Our growth depends on the acceptance of our products and services in the marketplace, the penetration achieved by
the companies which we sell to, and rely on, to distribute and represent our products, and our ability to introduce new
and innovative products that meet the needs of the various markets we serve. We can offer no assurance that we will
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be able to continue to introduce new and enhanced products, that the products we introduce, or have introduced, will
be widely accepted by the marketplace, or that the companies that we contract with to distribute and represent our
products will continue to successfully penetrate our various markets. Our failure to continue to introduce new and
enhanced products or gain widespread acceptance of our products and services could adversely affect our results of
operations. In order to successfully commercialize our products and services in new markets, we will need to enter
into distribution arrangements with companies that can successfully distribute and represent our products and services
into various markets.

Any inability to consummate acquisitions at our historical rate and at appropriate prices could negatively impact
our growth rate and stock price.

Our ability to grow revenues, earnings and cash flow at or above our historic rates depends in part upon our ability to
identify and successfully acquire and integrate businesses at appropriate prices and realize anticipated synergies. We
may not be able to consummate acquisitions at rates similar to the past, which could adversely impact our growth rate
and our stock price. Promising acquisitions are difficult to identify and complete for a number of reasons, including
high valuations, competition among prospective buyers, the availability of affordable funding in the capital markets
and the need to satisfy applicable closing conditions. In addition, competition for acquisitions in our current and
anticipated business areas is significant and may result in higher purchase prices. Changes in accounting or regulatory
requirements, or instability in the credit markets could also adversely impact our ability to consummate acquisitions.
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Our acquisition of businesses could negatively impact our results of operations.

As an important part of our business strategy, we acquire businesses, some of which may be material. Please see “Item
7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” for additional details. Our
acquisitions involve a number of financial, accounting, managerial, operational, legal and other risks and challenges,
including the following, any of which could adversely affect our results of operations:

any acquired business, technology, service or product could under-perform relative to our expectations and the price
that we paid for it, or not perform in accordance with our anticipated timetable;

we may incur or assume significant debt in connection with our acquisitions;

acquisitions could cause our results of operations to differ from our own or the investment community’s expectations
in any given period, or over the long-term;

pre-closing and post-closing acquisition-related earnings charges could adversely impact our results of operations in
any given period, and the impact may be substantially different from period to period;

acquisitions could create demands on our management, operational resources and financial and internal control
systems that we are unable to effectively address, or for which we may incur additional costs;

we could experience difficulty in integrating personnel, operations, financial and other systems, and in retaining key
employees and customers;

we may be unable to achieve cost savings or other synergies anticipated in connection with an acquisition;

we may assume by acquisition unknown liabilities, known contingent liabilities that become realized, known
liabilities that prove greater than anticipated, internal control deficiencies or exposure to regulatory sanctions
resulting from the acquired company’s activities. The realization of any of these liabilities or deficiencies may
increase our expenses, adversely affect our financial position or cause us to fail to meet our public financial reporting
obligations;

in connection with acquisitions, we often enter into post-closing financial arrangements such as purchase price
adjustments, earn-out obligations and indemnification obligations, which may have unpredictable financial results;
and
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as a result of our acquisitions, we have recorded significant goodwill and other intangible assets on our consolidated
balance sheet. If we are not able to realize the value of these assets, we may be required to incur charges relating to
the impairment of these assets, which could materially impact our results of operations.

The contingent consideration from the Bios Acquisition may negatively impact our available cash and results from
operations.

As part of the Bios Acquisition, we are required to make a contingent consideration payment based on revenue growth
related to the acquired assets over a three year earn-out period. The ultimate amount we pay may differ significantly
from the liability we recorded at the time of the acquisition. If we are required to pay more than the amount initially
recorded, the difference will be recorded as expense in our consolidated statements of income, which could materially
impact our results of operations.

The contingent consideration from the Amega Acquisition may negatively impact our available cash and results
from operations.

As part of the Amega Acquisition, we are required to make a contingent consideration payment if the cumulative
revenues for our Continuous Monitoring Division for the three years subsequent to the acquisition meet certain levels.
The ultimate amount we pay may differ significantly from the liability we recorded at the time of the acquisition. If
we are required to pay more than the amount initially recorded, the difference will be recorded as expense in our
consolidated statements of income, which could materially impact our results of operations.

PAGE 8
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If we do not or cannot adequately protect our intellectual property, or if third parties infringe our intellectual
property rights, we may suffer competitive injury or expend significant resources enforcing our rights.

We own numerous patents, trademarks, copyrights, trade secrets and other intellectual property and licenses to
intellectual property owned by others, which in aggregate are important to our business. The intellectual property
rights that we obtain, however, may not be sufficiently broad or otherwise may not provide us a significant
competitive advantage, and patents may not be issued for pending or future patent applications owned by or licensed
to us. In addition, the steps that we and our licensors have taken to maintain and protect our intellectual property may
not prevent it from being challenged, invalidated, circumvented or designed-around, particularly in countries where
intellectual property rights are not highly developed or protected. In some circumstances, enforcement may not be
available to us because an infringer has a dominant intellectual property position or for other business reasons, or
countries may require compulsory licensing of our intellectual property. Our failure to obtain or maintain intellectual
property rights that convey competitive advantage, adequately protect our intellectual property, detect or prevent
circumvention or unauthorized use of such property, and the cost of enforcing our intellectual property rights could
adversely impact our competitive position and results of operations.

We also rely on nondisclosure and noncompetition agreements with employees, consultants and other parties to
protect, in part, our trade secrets and other proprietary rights. There can be no assurance that these agreements will
adequately protect our trade secrets and other proprietary rights, will not be breached, that we will have adequate
remedies for any breach, that others will not independently develop substantially equivalent proprietary information,
or that third parties will not otherwise gain access to our trade secrets or other proprietary rights.

Several of our products are extensively regulated, which could delay product introduction or halt sales.

The process of obtaining and maintaining required regulatory approvals is lengthy, expensive and uncertain. Although
we have not experienced any substantial regulatory delays to date, we can offer no assurance that delays will not occur
in the future, which could have a significant adverse effect on our ability to introduce new products on a timely basis.
Regulatory agencies periodically inspect our manufacturing facilities to ascertain compliance with “good
manufacturing practices” and can subject approved products to additional testing and surveillance programs. Failure to
comply with applicable regulatory requirements can, among other things, result in fines, suspension of regulatory
approvals, product recalls, operating restrictions and criminal penalties. While we believe that we are currently in
compliance, if we fail to comply with regulatory requirements it could have an adverse effect on our results of
operations and financial condition.

Product defects and unanticipated use or inadequate disclosure with respect to our products could adversely affect
our business, reputation and our results of operations.
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Manufacturing or design defects in, unanticipated use of, safety or quality issues with respect to, or inadequate
disclosure of risks relating to the use of products that we make or sell (including in products or components that we
source from third parties) can lead to personal injury or property damage. These events could lead to recalls or safety
alerts relating to our products, and result in product liability claims being brought against us. Recalls and product
liability claims can result in significant costs, as well as negative publicity and damage to our reputation that could
reduce demand for our products and have an adverse effect on our results of operations and financial condition.

Catastrophic events or environmental conditions may disrupt our business.

A disruption or failure of our systems or operations because of a major weather event, cyber-attack, terrorist attack, or
other catastrophic event could cause delays in completing sales, providing services or performing other
mission-critical functions. A catastrophic event that results in the destruction or disruption of any of our critical
business or IT systems could harm our ability to conduct normal business operations. Abrupt political change, terrorist
activity, and armed conflict pose a risk of general economic disruption in affected countries, which may increase our
operating costs or adversely affect our revenues. These conditions also may add uncertainty to the timing and budget
for purchase/investment decisions by our customers, and may result in supply chain disruptions for hardware
manufacturers, either of which may adversely affect our revenue. The long-term effects of climate change on the
global economy in general or the Industrial Instruments industry in particular are unclear. Environmental regulations
or changes in the supply, demand or available sources of energy may affect the availability or cost of goods and
services, including natural resources, necessary to run our business. Changes in weather where we operate may
increase the costs of powering and maintaining the equipment we need to produce our product lines.

PAGE 9
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We may be required to recognize impairment charges that could materially affect our results of operations.

We assess our goodwill and other intangible assets, and our other long-lived assets as and when required by

accounting principles generally accepted in the United States (“GAAP”) to determine whether they are impaired. If they
are impaired, we would record appropriate impairment charges. It is possible that we may be required to record
significant impairment charges in the future and, if we do so, our results of operations could be materially adversely
affected.

Changes in accounting standards could affect our reported financial results.

New accounting standards or pronouncements that may become applicable to our Company from time to time, or
changes in the interpretation of existing standards and pronouncements, could have a significant effect on our reported
results of operations for the affected periods.

Our business is subject to sales tax in numerous states

The application of indirect taxes, such as sales tax, is a complex and evolving issue. A company is required to collect
and remit state sales tax from certain of its customers if that company is determined to have “nexus” in a particular state.
The determination of nexus varies by state and often requires knowledge of each jurisdiction’s tax case law. The
application and implementation of existing, new or future laws could change the states in which we collect and remit
sales taxes. Historically, if we have not properly identified states in which we have nexus, we could be held
responsible for payment of sales taxes for the years in which it is determined we had nexus. We have determined that
we most likely have an obligation for sales taxes in numerous states and as a result, we have recorded accruals of
approximately $1,500,000 to cover this exposure. This estimate was based upon facts and circumstances known at
such time and our ultimate liability may change as further analysis is completed and state sales tax returns are filed.
The ultimate amount due will depend upon a number of factors, including the amount of sales that were made to
customers who already paid the tax or who are exempt, the number of years of exposure, and any penalties and
interest. If the assumptions used in our estimate are not correct or if it is determined that we have “nexus” in additional
states that we have not contemplated, it could have an adverse effect on our results of operations and financial
condition.

We are utilizing variable rate financing.
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In February 2012, we entered into a three year agreement (the “Credit Facility”) for a $20,000,000 revolving line of
credit (“Line of Credit”) and up to $1,000,000 of letters of credit. Under the Credit Facility, indebtedness bears interest
at either: (1) LIBOR, as defined plus an applicable margin, ranging from 1.25% to 2.00%, or (2) the bank’s
commercial bank floating rate (“CBFR”), which is the greater of the bank’s prime rate or one month LIBOR + 2.50%,
adjusted down, from 1.25% to 0.50%.

In April 2014, the Credit Facility was amended to include a $15,000,000 term loan (the “Term Loan”) and to extend the
maturity date of the Credit Facility to June 30, 2017. The Term Loan bears interest at LIBOR, as defined plus 2% and
requires 11 quarterly principal payments (the first due date being July 15, 2014) in the amount of $750,000 with the
remaining balance of principal and accrued interest due on April 15, 2017.

A change in interest rate market conditions could increase our interest costs in the future and may have an adverse
effect on our results of operations.

Our indebtedness may limit our operations and our use of our cash flow, and any failure to comply with the
covenants that apply to our indebtedness could adversely affect our liquidity and financial statements.

As of May 31, 2014, we had $27,000,000 in outstanding indebtedness. In addition, based on the availability under our
Credit Facility, we have the ability to incur an additional $8,000,000 of indebtedness. Our debt level and related debt
service obligations can have negative consequences, including (1) requiring us to dedicate significant cash flow from
operations to the payment of principal and interest on our debt, which reduces the funds we have available for other
purposes such as acquisitions and capital investment; (2) reducing our flexibility in planning for or reacting to changes
in our business and market conditions; and (3) exposing us to interest rate risk since our debt obligations are at
variable rates. We may incur significantly more debt in the future, particularly to finance acquisitions.

PAGE 10
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We may face continuing challenges in complying with certain sections of the Sarbanes-Oxley Act.

Like many public companies, we face challenges in complying with the internal control requirements of the
Sarbanes-Oxley Act (Section 404). Under current frameworks, compliance in areas such as separation of duties,
information system controls, etc. may prove problematic for a smaller company with limited human resources. We
may also be forced to incur on-going expense in order to comply with the law under current control frameworks or if
the framework changes. These expenses may have a material adverse effect on our results of operations.

Item 1B. Unresolved Staff Comments

None

Item 2. Properties

Set forth below is a listing of our facilities. The Lakewood, Butler, Bozeman, Omaha and Waltham facilities all have
manufacturing, research and development, marketing and administrative functions. The Marlton and Chassieu
facilities have marketing and administrative functions.

Location Operations Square Feet

Lakewood, Colorado Instruments and corporate headquarters 40,000 Owned
Butler, New Jersey Instruments 13,900 Leased
Bozeman, Montana Biological Indicators 22,500 Owned
Omaha, Nebraska Biological Indicators 28,000 Owned
Marlton, New Jersey Continuous Monitoring 6,910 Leased
Chassieu, France Biological Indicators 3,380 Leased
Waltham, Massachusetts Instruments 5,840 Leased

Item 3. Legal Proceedings

Not applicable.
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Item 4. Mine Safety Disclosures

Not applicable.
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Part I1

Item 5. Market for Registrants Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our common stock is traded on the Nasdaq Global Market (“NASDAQ”) under the symbol "MLAB.”

The following table sets forth the high and low market prices per share for our common stock, as reported by
NASDAQ, and dividend per share information:

. Dividends
Quarter Ended High Low Per Share
June 30, 2013 $55.26 $47.12 $ 0.14
September 30,2013  71.32  53.71 0.14
December 31, 2013  82.76  65.74 0.15
March 31, 2014 9421 73.88 0.15

. Dividends
Quarter Ended High Low Per Share
June 30, 2012 $51.45 $38.64 $ 0.13
September 30,2012 48.94  40.00 0.13
December 31,2012 52.00 45.10 0.14
March 31, 2013 57.00 49.38 0.14

While we have paid dividends to holders of our common stock on a quarterly basis since 2003, the declaration and
payment of future dividends will depend on many factors, including, but not limited to, our earnings, financial
condition, business development needs and regulatory considerations, and is at the discretion of our Board of
Directors.

The NASDAQ Global Market quotations set forth herein reflect inter-dealer prices, without retail mark-up,
mark-down or commission and may not represent actual transactions.

As of March 31, 2014, there were approximately 164 record holders of our common stock. This amount does not
include “street name” holders or beneficial holders of our common stock, whose holder of record are banks, brokers and
other financial institutions.
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During the year ended March 31, 2014, we did not sell any equity securities that were not registered under the
Securities Act of 1933, as amended.

We made the following repurchases of our common stock, by month, within the fourth quarter of the year covered by
this report:

Total
Shares Remaining
Avg. Purchased Shares to
Shares .
Purchased Price s Part of  Purchase
Paid  Publicly Under
Announced Plan
Plan
January 1 -31,2014 675 $76.11 162,306 137,694
February 1 - 29, 2014 - - 162,306 137,694
March 1 - 31, 2014 - - 162,306 137,694
Total 675 76.11

On November 7, 2005, our Board of Directors adopted a share repurchase plan which allows for the repurchase of up
to 300,000 of our common shares. This plan will continue until the maximum is reached or the plan is terminated by
further action of the Board of Directors.

We have certain equity compensation plans, all of which were approved by our shareholders. As of March 31, 2014,
398,172 shares of common stock may be issued upon exercise of outstanding options, with a weighted-average
exercise price of $38.75 and 210,888 shares are available for future issuance under the plans. Please see notes
contained in “Item 8. Financial Statements and Supplementary Data” of this report for additional details.
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Set forth below is a line graph comparing, for the period March 31, 2009 through March 31, 2014, the cumulative
total stockholder return on our common stock against the cumulative total return of (a) the S&P Composite Stock
Index and (b) a self-selected peer group, comprised of the following companies: Danaher Corp., ARCA Biopharma,
Inc., Steris Corp., MOCON Inc., Utah Medical Products, Inc., Cantel Medical Corp., Merit Medical Systems, Inc.,
Transcat Inc., Electro-Sensors Inc., Rudolph Technologies Inc., and Measurement Specialties Inc. The graph shows
the value at March 31 of each year, assuming an original investment of $100 in each and reinvestment of cash
dividends.
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Item 6. Selected Financial Data

The following selected financial data should be read in conjunction with “Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and financial statements and notes hereto contained in “Item
8. Financial Statements and Supplementary Data” of this report.

(In thousands, except per share data) -, 3¢ A 14 For The Year Ended March 31,

2014 2013 2012 2011 2010

Cash and cash equivalents $5,575 $4,006 $7,191 $3,546 $10,471
Working capital $16,351 $14,793 $14,899 $7,387 $18,530
Average return on:

Stockholder investment (1) 15 % 17 % 20 % 18 % 16 %
Assets 11 % 14 % 16 % 15 % 15 %
Invested capital (2) 13 % 18 % 21 % 21 % 24 %
Revenues $52,724 $46,435 $39,616 $34,227 $23,087
Gross profit $31,688 $28,862 $23,511 $19,568 $13,194
Gross profit margin 60 % 62 % 59 % 57 % 57 %
Net income $9,000 $8,450 $7,919 $6,183 $4,769
Net income margin 17 % 18 % 20 % 18 % 21 %
Net income per diluted share $2.49 $2.35 $2.29 $1.86 $1.45
Adjusted net income (3) $11,046 $10,144 $8,876 $6,933 $5,052

Average return on stockholder investment is calculated by dividing total net income by the average of end and
beginning of year total stockholders’ equity.

Average return on invested capital (invested capital = total assets — current liabilities — cash and cash equivalents) is
calculated by dividing total net income by the average of end and beginning of year invested capital.

Adjusted net income is defined to exclude the non-cash impact of amortization of intangible assets, net of tax. The
tax effect is calculated using the average corporate rate for that year multiplied by the amortization.

(D
2)
3)

Reconciliation of Non-GAAP Measure

Adjusted net income (which excludes the non-cash impact of amortization of intangible assets, net of tax), is used by
management as a supplemental performance and liquidity measure, primarily to exclude the impact of
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acquisition-related intangible assets in order to compare current financial performance to historical performance,
assess the ability of our assets to generate cash and the evaluation of potential acquisitions.

Adjusted net income should not be considered an alternative to, or more meaningful than, net income, operating
income, cash flow from operating activities or any other measure of financial performance presented in accordance
with GAAP as measures of operating performance or liquidity.

The following table sets forth our reconciliation of adjusted net income, a non-GAAP measure:

(In thousands) Year Ended March 31,

2014 2013 2012 2011 2010
Net income $9,000 $8,450 $7.919 $6,183 $4,769
Amortization of intangible assets, net of tax 2,046 1,694 957 750 283
Adjusted net income $11,046 $10,144 $8.876 $6,933 $5,052
PAGE 14
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

We pursue a strategy of focusing primarily on quality control products, which are sold into niche markets that are
driven by regulatory requirements. We prefer markets that have limited competition where we can establish a
commanding presence and achieve high gross margins. We are organized into three divisions across seven physical
locations. Our Instruments Division designs, manufactures and markets quality control instruments and disposable
products utilized in connection with the healthcare, pharmaceutical, food and beverage, medical device, industrial
hygiene and semiconductor industries. Our Biological Indicators Division manufactures and markets biological
indicators and distributes chemical indicators used to assess the effectiveness of sterilization processes, including
steam, gas, hydrogen peroxide and radiation, in the hospital, dental, medical device and pharmaceutical industries.
Our Continuous Monitoring Division designs, develops and markets systems which are used to monitor various
environmental parameters such as temperature, humidity and differential pressure to ensure that critical storage and
processing conditions are maintained in hospitals, pharmaceutical and medical device manufacturers, blood banks,
pharmacies and a number of other laboratory and industrial environments. We follow a philosophy of manufacturing a
high quality product and providing a high level of on-going service for those products.

Our revenues come from two main sources — product sales and services. Product sales are dependent on several factors,
including general economic conditions, both domestic and international, customer capital spending trends,
competition, introduction of new products and acquisitions. Biological indicator products are disposable and are used
on a routine basis for quality control, thus product sales are less sensitive to general economic conditions. Instrument
products and continuous monitoring systems have a longer life, and their purchase by our customers is somewhat
discretionary, so sales are more sensitive to general economic conditions. Service demand is driven by our customers’
quality control and regulatory environments, which require periodic repair and recalibration or certification of our
instrument products and continuous monitoring systems. We typically evaluate costs and pricing annually. Our policy
is to price our products and systems competitively and, where possible, we try to pass along cost increases in order to
maintain our margins.

Gross profit is affected by our product mix, manufacturing efficiencies and price competition. Historically, as we have
integrated our acquisitions and taken advantage of manufacturing efficiencies, our gross margins for some of the
products have improved. There are, however, differences in gross margins between different product lines, and
ultimately the mix of sales may continue to impact our overall gross margin.

Selling expense is driven primarily by labor costs, including salaries and commissions. Accordingly, it may vary with
sales levels. Labor costs and amortization of intangible assets drive the substantial majority of general and
administrative expense. Research and development expense is predominantly comprised of labor costs and third party
consultants.
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In April 2014, we completed the BGI Acquisition whereby we acquired substantially all of the assets (other than cash
and accounts receivable) and certain liabilities of BGI for $9,900,000, subject to a post-closing adjustment.

In November 2013, we completed the Amega Acquisition whereby we acquired substantially all of the assets and
certain liabilities of Amega for $12,268,000 (subject to a post-closing adjustment). The asset acquisition agreement
(the “Amega Agreement”) also includes a provision for contingent consideration if the cumulative revenues for our
Continuous Monitoring Division for the three years subsequent to the acquisition meet certain levels.

In November 2013, we completed the TempSys Acquisition whereby we acquired all of the common stock of
TempSys for $9,826,000 (subject to a post-closing adjustment).

In May 2012, we completed the Bios Acquisition whereby we acquired substantially all of the assets and certain
liabilities of Bios for $16,660,000. The asset acquisition agreement (the “Bios Agreement”) also included a provision for
contingent consideration based on revenues growth over a three year earn-out period.

In August 2013, we entered into an agreement whereby we sold our NuSonics product line (the “NuSonics Disposal”)
for $661,000, which resulted in a pre-tax gain of $468,000.
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General Trends and Outlook

Our strategic objectives include both growth organically and through further acquisitions. During the year ended
March 31, 2014, we continued to build our infrastructure to prepare for future growth, including the addition of key
personnel to our operations, research and development, and finance teams. We also invested in upgrading our
information systems and intend to continue doing so.

The markets for our biological indicators remain strong, as the disposable nature of these products makes them less
sensitive to general economic conditions. The worldwide market for biological indicators is growing as more
countries focus on verifying the effectiveness of sterilization processes. General economic conditions over the past
few years have hampered the organic growth of our instruments business, due to the discretionary nature of these
products. Additionally, uncertainty about global economic conditions may cause businesses to postpone spending in
response to tighter credit, unemployment, negative financial news and/or declines in income or asset values.
Worldwide and regional economic conditions could also reduce the demand for our products and services, as our
customers reduce or delay capital equipment and other types of purchases. Demand for our instruments products and
our newly acquired continuous monitoring systems, however, is still strong and we strive to maintain or grow
revenues going forward.

We are working on several research and development projects that, if completed, may result in new products for both
existing customers and in new markets. We are hopeful that both our Biological Indicators and Instruments Divisions
will have new products available for sale in the coming year.

Results of Operations

The following table sets forth, for the periods indicated, condensed consolidated statements of income data. The table
and the discussion below should be read in conjunction with the accompanying consolidated financial statements and
the notes thereto appearing elsewhere in “Item 8. Financial Statements and Supplementary Data” (in thousands, except
percent data):

Year Ended March 31, 2014 vs 2013 2013 vs 2012
Percent Percent
2014 2013 2012 Change Change
Change Change
Revenues $52,724  $46,435 $39,616 $6,289 14 % $6,819 17 %
Cost of revenues 21,036 17,573 16,105 3,463 20 % 1,468 9 %
Gross profit $31,688 $28,862 $23,511 $2,826 10 % $5,351 23 %
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Gross profit margin

Operating Expenses:
Selling

General and administrative
Research and development

Impairment of intangibles

Operating income
Net income
Net profit margin
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60 % 62 % 59 % (2% ) 3
$6,119 $4,630 $3,909 $1,489 32 % $721
11,464 9,117 5,416 2,347 26 % 3,701
2,320 2,011 1,359 309 15 % 652
-- - 350 -- - (350
$19,903 $15,758 $11,034 $4,145 26 % $4,724
$11,785 $13,104 $12,477 $(1,319) (10 )% $627
$9,000 $8,450 $7,919 $550 7 % $531
17 % 18 % 20 % (1% ) 2

%

)

)%

18
68
48
(100
43

5
7
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Revenues

The following table summarizes our revenues by source (in thousands, except percent data):

Year Ended March 31, 2014 vs 2013 2013 vs 2012
Percent Percent
2014 2013 2012 Change Change
Change Change
Biological Indicators
Product $22,111 $20,641 $19,653 $1,470 7 % $988 5 %
Service 881 823 769 58 7 % 54 7 %
22,992 21,464 20,422 1,528 7 % 1,042 5 %
Instruments
Product 20,858 19,949 15,548 909 5 % 4401 28 %
Service 5,531 5,022 3,646 509 10 % 1376 38 %

26,389 24971 19,194 1418 6 % 5777 30 %
Continuous Monitoring

Product 1,570 -- -- 1,570 100 % -- --

Service 1,773 - - 1,773 100 % -- -
3,343 -- -- 3,343 100 % -- --

Total $52,724 $46,435 $39,616 $6,289 14 % $6,819 17 %

Year ended March 31, 2014 versus March 31, 2013

Biological Indicators revenues increased as a result of continued organic growth which was achieved through existing
customers, expansion into new markets and price increases.

Instruments revenues increased primarily from organic growth in our gas flow calibration equipment, the acquisition
of the SureTorque product line and the timing of the Bios Acquisition in the prior year, partially offset by the disposal
of our Nusonics product line in August 2013. Our other Instruments product lines remained relatively unchanged.

Continuous Monitoring revenues were negatively impacted by integration activities that commenced soon after the
Amega and TempSys acquisitions were completed. These integration activities, which are ongoing, are expected to be
substantially completed by the start of the second half of our year ending March 31, 2015, at which time we expect
that revenues will increase.
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Year ended March 31, 2013 versus March 31, 2012

Biological Indicators revenues increased as a result of continued organic growth which was achieved through existing
customers, expansion into new markets and price increases. Instruments revenues increased as a result of the Bios
Acquisition, while legacy Instruments product line revenues remained relatively unchanged.
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Gross Profit

The following table summarizes our gross profit by segment (in thousands, except percent data)

Year Ended March 31, 2014 vs 2013 2013 vs 2012
Percent Percent
2014 2013 2012 Change Change
Change Change
Biological Indicators $13,187  $12,365 $11,236 $822 7 % $1,129 10

Gross profit margin 57 % 58 % 55 % (1 )%

%
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