





continued solid growth over the long term because of
an exceptional product line, an experienced sales and
marketing team, focused and successful new product
development efforts, and favorable demographic
trends that should provide many years of steady
growth in the markets for our medical products.

In the custom products segment, we expect solid
sales growth during fiscal 2008, primarily from
increased sales of our fusion mattress overlay to
Wal-Mart and other retail customers. Wal-Mart is
currently in the process of expanding the number
of stores that carry the fusion product, and we
expect our consumer bedding sales to grow as

a result. In addition, we plan to work with our
partner, Louisville Bedding Company, to expand our
customer base to include more retailers, giving us a
more balanced customer mix. We are also working
on several new consumer bedding products that we
expect to introduce in fiscal 2008.

We also anticipate modest growth in our industrial
product lines as we continue to develop a niche

in providing parts to the growing number of
automotive suppliers in the Greenville, South
Carolina area. The automotive industry around
Greenville has grown rapidly in recent years,
spurred by the nearby BMW manufacturing plant,
several Michelin manufacturing facilities, and the
International Center for Automotive Research

(ICAR).

Overall, Span-America had an exceptional year in
fiscal 2007, and we expect to continue to make solid
progress in fiscal 2008 and beyond. We are well

positioned for continued growth in our core medical
and custom products businesses. In addition, our
profitability in fiscal 2008 should benefit from
exiting the safety catheter business, which had

an operating loss of $1.1 million in fiscal 2007,
excluding the impairment charge. We remain fully
committed to our primary goal of increasing the
long-term value of the company for our shareholders.
We made excellent progress toward achieving that
goal during fiscal 2007, and we look forward to
reporting our results to you in the future.

Sincerely,

James D. Ferguson
President and CEO

Thomas D. Henrion

Chairman

The PressureGuard Easy Air® LR low-air-loss mattress system provides exceptional
treatment flexibility with true moisture control, alternating pressure and lateral
rotation therapy — all at the touch of a button. Other features include the patented
Safety Edge for patient protection, the Geo-Matt® anti-shearing surface and Heal
Slope® for foot support and pressure redistribution.




Selected Financial Information

Ten-Year Financial Summary
(Amounts in thousands, except per share, percent and employee data)

2007 2006 2005 2004
For the year:
Net sales $60,689 $51,557 $48,439 $49,929
Gross profit 20,168 15,699 14,713 12,691
Impairment of safety catheter assets 2,879 - - -
Operating income (loss) 4,160 4,010 3,133 2,308
Income from continuing operations 2,874 3,055 2,439 1,985
Net income 2,874 3,055 2,439 1,985
Cash flow from operations 6,294 2,497 2,589 2,812
Capital expenditures from continuing 1,009 1,074 2,405 1,997
operations
Per share:
Income from continuing operations:
Basic $1.06 $1.15 $0.94 $0.77
Diluted 1.00 1.10 0.89 0.73
Net income:
Basic $1.06 $1.15 $0.94 $0.77
Diluted 1.00 1.10 0.89 0.73
Cash dividends declared* 5.30 0.195 0.565 0.145
At end of year:
Working capital $ 7,447 $13,338 $10,638 $11,623
Property and equipment - net 6,537 8,132 8,090 6,185
Total assets 23,969 31,012 28,666 27,098
Long-term debt 3,700 - - -
Shareholders’ equity 13,788 24,517 21,561 20,419
Number of shares outstanding 2,775 2,660 2,612 2,592
Book value per share 497 9.22 8.26 7.88
Number of employees from 319 289 293 303
continuing operations
Key ratios:
Return on net sales 4.7% 5.9% 5.0% 4.0%
Return on average shareholders’ equity 15.0% 13.3% 11.6% 10.2%
Return on average total assets 10.5% 10.2% 8.7% 7.7%
Current ratio 2.3 3.8 3.0 33

* Dividends for fiscal years 2007 and 2005 include special dividends of $5.00 per share and $0.40 per share, respectively.
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2003 2002 2001 2000 1999 1998
$41,575 $33,536 $29,075 $26,568 $23,063 $28,346
11,134 10,175 8,910 7,621 6,344 8,499
1,440 1,717 1,297 902 (166) 1,805
1,399 1,658 1,260 971 132 1,412
1,399 1,658 1,260 971 498 1,566
1,147 1,486 2,362 1,483 2,202 364
1,647 559 461 413 171 562
$0.55 $0.66 $0.50 $0.39 $0.05 $0.48
0.53 0.64 0.50 0.39 0.05 0.47
$0.55 $0.66 $0.50 $0.39 $0.19 $0.53
0.53 0.64 0.50 0.39 0.19 0.52
0.14 0.12 0.12 0.11 0.10 0.10
$10,814 $11,058 $ 9,844 $ 8,671 $ 7,858 $ 8,749
4,817 3,632 3,425 3,346 3,460 3,822
24,156 22,076 20,328 19,247 17,767 19,579
18,525 17,394 15,928 14,904 14,180 15,696
2,552 2,539 2,517 2,503 2,495 2,820
7.26 6.85 6.33 5.95 5.68 5.57
299 254 228 216 194 209
3.4% 4.9% 4.3% 3.7% 2.2% 5.5%
7.8% 9.9% 8.2% 6.7% 3.3% 9.6%
6.1% 7.8% 6.4% 5.2% 2.7% 7.4%
3.5 4.2 4.0 3.8 4.4 41
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Cash Flow from Operations
($ in millions)

Cash Dividends Declared
($ per share)

Return on Average Shareholders’ Equity
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Corporate Data

CORPORATE OFFICE
Span-America Medical Systems, Inc.
70 Commerce Center

Greenville, South Carolina 29615
(864) 288-8877

MAILING ADDRESS:
P.O. Box 5231
Greenville, South Carolina 29606

WEBSITE:

www.spanamerica.com

STOCK INFORMATION

The common stock of Span-America Medical Systems,
Inc. trades on the The NASDAQ Global Market under
the symbol “SPAN.”

STOCK TRANSFER AGENT

American Stock Transfer & Trust Company
59 Maiden Lane

Plaza Level

New York, New York 10038

(877) 777-0800 or (800) 937-5449

GENERAL COUNSEL

Wyche, Burgess, Freeman & Parham, PA.
P.O. Box 728

Greenville, South Carolina 29602

AUDITORS

Elliott Davis, LL.C

P.O. Box 6286

Greenville, South Carolina 29606

SHAREHOLDER INQUIRIES AND
AVAILABILITY OF FORM

10-K REPORT

A copy of the Company’s Annual Report on Form
10-K for the year ended September 29, 2007 is available
without charge to shareholders upon written request
from the following:

SECRETARY

Span-America Medical Systems, Inc.
P.O. Box 5231

Greenville, South Carolina 29606





