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ITEM 1. FINANCIAL STATEMENTS

HAEMONETICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited in thousands, except per share data)

Net revenues
Cost of goods sold

Gross profit
Operating expenses:

Research and development
Selling, general and administrative

Total operating expenses

Operating income

Interest expense

Interest income

Other income, net

Income before provision for income taxes
Provision for income taxes

Net income

Basic income per common share
Net income

Income per common share assuming dilution
Net income

Weighted average shares outstanding
Basic
Diluted

Three months ended

September 27
2008

145,919
71,230

74,689

5,217
45,863

51,080
23,609
(16)
506
(1,290)
22,809
8,002

14,807

0.59

0.57

25,038
25,917

September 29
2007

121,179 $
61,290

59,889

6,727
38,546

45,273
14,616
(153)
1,414
731
16,608
5,441

11,167 $

044 $

042 $

25,609
26,461

Six months ended

September 27
2008

290,035
142,309

147,726

11,061
93,722

104,783

42,943

(40)

1,160

(915)

43,148
14,000

29,148

25,323
26,218

The accompanying notes are an integral part of these consolidated financial statements

INDEX

September 29
2007

243,115
121,732

121,383

13,003
77,985

90,988
30,395
(360)
3,317
1,688
35,040
11,196

23,844

0.91

0.89

26,072
26,934
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HAEMONETICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(in thousands)

September 27, 2008

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents 111,331
Accounts receivable, less allowance of $2,550 at September 27, 2008 and
$2,365 at March 29, 2008 122,500
Inventories, net 73,181
Deferred tax asset, net 10,974
Prepaid expenses and other current assets 23,482
Total current assets 341,468
Property, plant and equipment:
Land, building and building improvements 43,631
Plant equipment and machinery 97,491
Office equipment and information technology 53,222
Haemonetics equipment 184,472
Total property, plant and equipment 378,816
Less: accumulated depreciation (253,911)
Net property, plant and equipment 124,905
Other assets:
Other intangibles, less amortization of $22,801 at September 27, 2008 and
$19,821 at March 29, 2008 65,095
Goodwill 54,556
Deferred tax asset, long term 9,894
Other long-term assets 4,792
Total other assets 134,337
Total assets 600,710
LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Notes payable and current maturities of long-term debt 8,055
Accounts payable 20,292
Accrued payroll and related costs 21,705
Accrued income taxes 8,008
Other liabilities 29,126
Total current liabilities 87,186
Long-term debt, net of current maturities 5,697
Long-term deferred tax liability 3,253
Other long-term liabilities 7,759
Commitments and contingencies (Note 13)
Stockholders equity:
Common stock, $0.01 par value; Authorized - 150,000,000 shares; Issued
and outstanding 25,292,000 shares at September 27, 2008 and 25,694,769
shares at March 29, 2008 252

INDEX

$

March 29, 2008

133,553

120,252
65,388
15,832
24,409

359,434

43,873
88,811
52,787
178,827
364,298
(247,814)
116,484

64,333
54,222
9,244
5,233
133,032
608,950

6,326
19,724
19,824

5,285
46,518
97,677

6,037

3,253
7,795

256
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Additional paid-in capital 209,427 186,933
Retained earnings 279,360 302,196
Accumulated other comprehensive income 7,776 4,803
Total Stockholders equity 496,815 494,188
Total liabilities and stockholders equity $ 600,710 $ 608,950
The accompanying notes are an integral part of these consolidated financial statements.
3
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HAEMONETICS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY AND OTHER COMPREHENSIVE INCOME

(Unaudited in thousands)

Common Stock

Additional Accumulated Other Total
Paid-in Retained Comprehensive Stockholders Comprehensive
Shares $s Capital Earnings Income / (Loss) Equity Income
Balance, March 29, 2008 25,695 $ 256 $ 186,933 $ 302,196 $ 4,803 $ 494,188
Employee stock purchase
plan 31 1,396 1,396
Exercise of stock options
and related tax benefit 660 7 24,559 24,566
Shares repurchased (1,100) (11) (8,003) (51,984) (59,998)
Issuance of restricted stock,
net of cancellations 6
Stock Compensation
expense 4,542 4,542
Net income 29,148 29,148 29,148
Foreign currency translation
adjustment (5,655) (5,655) (5,655)
Unrealized gain on hedges 4,690 4,690 4,690
Reclassification of hedge
loss to earnings 3,938 3,938 3,938
Comprehensive income 32,121
Balance, September 27,
2008 25292  $ 252 $ 209427 $ 279,360 $ 7,776 $ 496,815

The accompanying notes are an integral part of these consolidated financial statements.
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HAEMONETICS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited in thousands)

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Non cash items:

Depreciation and amortization

Stock compensation expense

Loss/(gain) on sales of plant, property and equipment
Unrealized loss from hedging activities

Change in operating assets and liabilities:

Increase in accounts receivable, net

Increase in inventories

(Increase)/Decrease in prepaid income taxes

Increase in other assets and other long-term liabilities
Tax benefit of exercise of stock options

Increase in accounts payable and accrued expenses
Net cash provided by operating activities

Cash Flows from Investing Activities:

Capital expenditures on property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of Medicell

Acquisition of Infonale, Inc.

Net cash used in investing activities

Cash Flows from Financing Activities:

Payments on long-term real estate mortgage

Net increase/(decrease) in short-term revolving credit agreements
Employee stock purchase plan

Exercise of stock options

Excess tax benefit on exercise of stock options

Stock Repurchase

Net cash used in financing activities

Effect of Exchange Rates on Cash and Cash Equivalents
Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Period
Non-cash Investing and Financing Activities:

Transfers from inventory to fixed assets for placements of Haemonetics equipment

Supplemental Disclosures of Cash Flow Information:
Interest paid
Income taxes paid

The accompanying notes are an integral part of these consolidated financial statements

INDEX

Six Months Ended
September 27, September 29,
2008 2007
$ 29,148 $ 23,844
18,083 14,685
4,542 4,611
1,102 (380)
3,706 245
(7,350) (6,726)
(7,847) (5,050)
(267) 484
(11,105) (17,425)
2,131 1,147
9,634 6,617
41,777 22,052
(28,775) (27,255)
2,497 1,962
(2,459)
(1,386)
(28,737) (26,679)
(340) (314)
2,100 (4,456)
1,396 1,119
17,598 8,156
5,419 730
(59,998) (74,996)
(33,825) (69,761)
(1,437) 144
(22,222) (74,244)
133,553 229,227
$ 111,331 $ 154,983
$ 4,984 $ 1,657
$ 275 $ 502
$ 7,394 $ 17,490
12
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1. BASIS OF PRESENTATION

Our accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted accounting principles
( GAAP ) in the United States for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of our
management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included. All
significant intercompany transactions have been eliminated. Certain reclassifications were made to prior year balances to conform with the
presentation of the financial statements for the three and six month periods ended September 27, 2008. Operating results for the six month period
ended September 27, 2008 are not necessarily indicative of the results that may be expected for the full fiscal year ending March 28, 2009, or
any other interim period. These unaudited consolidated financial statements should be read in conjunction with our audited consolidated
financial statements and footnotes included in our annual report on Form 10-K for the fiscal year ended March 29, 2008.

Our fiscal year ends on the Saturday closest to the last day of March. Fiscal years 2009 and 2008 include 52 weeks with all four quarters
including 13 weeks.

Revenue Recognition

Our revenue recognition policy is to recognize revenues from product sales, software and services in accordance with SAB No. 104, Revenue
Recognition , EITF 00-21, Revenue Arrangements with Multiple Deliverables and Statement of Position ( SOP ) 97-2, Software Revenue
Recognition, as amended . These standards require that revenues are recognized when persuasive evidence of an arrangement exists, product
delivery, including customer acceptance, has occurred or services have been rendered, the price is fixed or determinable and collectibility is
reasonably assured. When more than one element such as equipment, disposables and services are contained in a single arrangement, we allocate
revenue between the elements based on each element s relative fair value, provided that each element meets the criteria for treatment as a
separate unit of accounting. An item is considered a separate unit of accounting if it has value to the customer on a stand alone basis and there is
objective and reliable evidence of the fair value of the undelivered items. The fair value of the undelivered elements is determined by the price
charged when the element is sold separately, or in cases when the item is not sold separately, by using other objective evidence as defined in
EITF 00-21, or vendor specific objective evidenced under SOP 97-2.

Product Revenues

Product sales consist of the sale of our equipment devices and the related disposables used with these devices. On product sales to end
customers, revenue is recognized when both the title and risk of loss have transferred to the customer as determined by the shipping
terms and all obligations have been completed. Examples of common post delivery obligations are installation and training. For
product sales to distributors, we recognize revenue for both equipment and disposables upon shipment of these products to our
distributors. Our standard contracts with our distributors state that title to the equipment passes to the distributors at point of
shipment to a distributor s location. The distributors are responsible for shipment to the end customer along with installation, training
and acceptance of the equipment by the end customer. All shipments to distributors are at contract prices and payment is not contingent
upon resale of the product.

Revenue Recognition 14
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Software and Service Revenues

At this time, our software and services business principally provides support to our plasma and blood collection customers. Through

our Haemonetics Software Solutions unit, (formerly SD Information Management ( 5D ) and Information Data Management ( IDM )), we
provide information technology platforms and technical support for donor recruitment, blood and plasma testing laboratories, and for
efficient and compliant operations of blood and plasma collection centers. For plasma customers, we also provide information

technology platforms for managing distribution of plasma from collection centers to plasma fractionation facilities. Software license

revenues are generally billed periodically, monthly or quarterly and recognized over the period in which the service is provided. Our

software and service business model includes the provision of services, including in some instances hosting, technical support, and
maintenance, for the payment of periodic, monthly or quarterly fees. We recognize these fees and charges as earned, typically as these
services are provided during the contract period.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In September 2008, the FASB issued FASB Staff Position (FSP) No. 133-1 and FIN 45-4, Disclosures about Credit Derivatives and Certain
Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation No. 45 . The FSP is intended to improve disclosures about
credit derivatives by requiring more information about the potential adverse effects of changes in credit risk on the financial position, financial
performance, and cash flows of the sellers of credit derivatives. It amends FASB Statement No. 133, Accounting for Derivative Instruments and
Hedging Activities , to require disclosures by sellers of credit derivatives, including credit derivatives embedded in hybrid instruments. The
provisions of the FSP that amend Statement 133 and Interpretation 45 are effective for reporting periods (annual or
interim) ending after November 15, 2008. We have not issued or purchased credit derivatives. Nonetheless, we are
currently evaluating the potential impact of FSP No. 133-1 and FIN 45-4 on our financial position and results of
operations.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles , which will provide framework for
selecting accounting principles to be used in preparing financial statements that are presented in conformity with U.S. generally accepted
accounting principles (GAAP) for nongovernmental entities. Prior to the issuance of SFAS No. 162, the GAAP hierarchy was defined in the
American Institute of Certified Public Accountants (AICPA) Statement on Auditing Standards (SAS) No. 69, The Meaning of Present Fairly in
Conformity With Generally Accepted Accounting Principles . With the issuance of SFAS No. 162, the GAAP hierarchy for nongovernmental
entities will move from auditing literature to accounting literature. SFAS No. 162 will be effective 60 days following the SEC s
approval of the Public Company Accounting Oversight Board (PCAOB) amendments to AU Section 411, The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles . We are currently

evaluating the potential impact of SFAS No. 162 on our financial position and results of operations.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, as an amendment of SFAS
No. 133 . SFAS No. 161 is intended to improve financial reporting about derivative instruments and hedging activities by requiring enhanced
disclosures to enable investors to better understand their effects on an entity s financial position, financial performance, and cash flows. SFAS
No. 161 is effective for any reporting period (annual or quarterly interim) beginning on or after November 15, 2008. We are currently evaluating
the potential impact of SFAS No. 161 on our financial position and results of operations. This statement is effective for our fourth quarter
interim period ending March 28, 2009 and our 2009 annual financial statements.

Software and Service Revenues 16
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In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations ( SFAS 141(R) ). In SFAS 141(R), the FASB
retained the fundamental requirements of SFAS No. 141 to account for all business combinations using the acquisition method (formerly the
purchase method) and for an acquiring entity to be identified in all business combinations. However, the new standard requires the acquiring
entity in a business combination to recognize all (and only) the assets acquired and liabilities assumed in the transaction; establishes

17
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the acquisition-date fair value as the measurement objective for all assets acquired and liabilities assumed; and requires the acquirer to disclose
to investors and other users all of the information they need to evaluate and understand the nature and financial effect of the business
combination. SFAS 141(R) is effective for annual periods beginning on or after December 15, 2008. We are currently evaluating the potential
impact of SFAS 141(R) on our financial position and results of operations. This statement is effective for our fiscal year 2010.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements - an amendment of ARB
No. 51 , of which the objective is to improve the relevance, comparability, and transparency of the financial information that a reporting entity
provides in its consolidated financial statements by establishing accounting and reporting standards by requiring all entities to report
noncontrolling (minority) interests in subsidiaries in the same way - as equity in the consolidated financial statements. Moreover, SFAS No. 160
eliminates the diversity that currently exists in accounting for transactions between an entity and noncontrolling interests by requiring they be
treated as equity transactions. SFAS No. 160 is effective for annual periods beginning on or after December 15, 2008. We are currently
evaluating the potential impact of SFAS No. 160 on our financial position and results of operations. This statement is effective for our fiscal year
2010.

3. EARNINGS PER SHARE ( EPS )

The following table provides a reconciliation of the numerators and denominators of the basic and diluted earnings per share computations, as
required by SFAS Statement No. 128, Earnings Per Share. Basic EPS is computed by dividing net income by weighted average shares
outstanding. Diluted EPS includes the effect of potentially dilutive common shares.

18
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For the Three Months Ended
September 27, 2008 September 29, 2007
(in thousands, except per share amounts)

Basic EPS

Net income $ 14,807 $ 11,167
Weighted average shares 25,038 25,609
Basic income per share $ 0.59 $ 0.44
Diluted EPS

Net income $ 14,807 $ 11,167
Basic weighted average shares 25,038 25,609
Dilutive effect of stock options 879 851
Diluted weighted average shares 25,917 26,461
Diluted income per share $ 0.57 $ 0.42

For the Six Months Ended
September 27, 2008 September 29, 2007
(in thousands, except per share amounts )

Basic EPS

Net income $ 29,148 $ 23,844
Weighted average shares 25,323 26,072
Basic income per share $ 1.15 $ 0.91
Diluted EPS

Net income $ 29,148 $ 23,844
Basic weighted average shares 25,323 26,072
Dilutive effect of stock options 895 863
Diluted weighted average shares 26,218 26,934
Diluted income per share $ 1.11 $ 0.89

4. STOCK-BASED COMPENSATION

Stock-based compensation expense of $4.5 million and $4.6 million was recognized for the six months ended September 27, 2008 and
September 29, 2007, respectively. The related income tax benefit recognized was $1.3 million for each of the six month periods ended
September 27, 2008 and September 29, 2007, respectively. We recognize stock-based compensation on a straight line basis.
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For a more detailed description of our stock-based compensation plans, see Note 11 Capital Stock to the Company s consolidated financial
statements included in our Annual Report on Form 10-K for the year ended March 29, 2008. Our stock-based compensation plans currently

consist of stock options, restricted stock awards, restricted stock units and an employee stock purchase plan. Options become exercisable in the

manner specified by the Compensation Committee of our Board of Directors. With the exception of one performance based restricted stock
award granted in the first quarter of this year, all options, restricted stock awards and restricted stock units granted to employees in the six
months ended September 27, 2008 vest over a four year period of time and the options expire not more than 7 years from the date of grant.

Cash flows relating to the benefits of tax deductions in excess of compensation cost recognized (in our reported or proforma results) are reported

as a financing cash flow, rather than as an operating cash flow. This excess tax benefit was $4.1 million and $0.2 million for the three months
ended September 27, 2008 and September 29, 2007, respectively, and $5.4 million and $0.8 million for the six months ended September 27,

2008 and September 29, 2007, respectively.

A summary of information related to stock options is as follows:

Options
Outstanding
Outstanding at March 29, 2008 3,657,566
Granted 842
Exercised (180,095)
Forfeited (40,030)
Outstanding at June 28, 2008 3,438,283
Granted 46,138
Exercised (480,045)
Forfeited (10,589)
Outstanding at September 27, 2008 2,993,787
Exercisable at September 27, 2008 2,098,037
Expected to Vest at September 27, 2008 2,797,723

The total intrinsic value of options exercised during the three month periods ended September 27, 2008 and September 29,

@B PH P

@B PH P

Exercise Price

37.05
57.86
26.52
45.80
37.51
58.45
26.69
39.65
39.55
35.19

38.86

Weighted
Average
Remaining
Life
(Years)

4.61

4.37

4.35
4.08

4.31

Aggregate
Intrinsic
Value
($000 s)
79,183

69,606

63,933
53,959

61,681

2007, was $16.4 million and $1.3 million, respectively, and $22.6 million and $6.8 million for the six month periods

ended September 27, 2008 and September 29, 2007, respectively.

As of September 27, 2008 and September 29, 2007, there was $11.0 million and $15.0 million, respectively, of total
unrecognized compensation cost related to non vested stock options. That cost is expected to be recognized over a
weighted average period of 1.9 years and 2.2 years. The total fair value of shares fully vested during the six months

20
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ended September 27, 2008 and September 29, 2007 was $26.6 million $25.5 million, respectively.

The weighted average fair value for our options granted in the first six months of fiscal year 2009 and 2008 was $18.07 and $17.78, respectively.
The fair value was estimated using the Black-Scholes option-pricing model based on the weighted average of the high and low stock prices at
the grant date and the weighted average assumptions specific to the underlying options. Expected volatility assumptions are based on the
historical volatility of our common stock. The risk-free interest rate was selected based upon yields of U.S. Treasury issues with a term equal to
the expected life of the option being valued. The expected life of the option was estimated with reference to

10
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historical exercise patterns, the contractual term of the option and the vesting period. The assumptions utilized for option grants during the
periods presented are as follows:

Six Months Ended
September 27, 2008 September 29, 2007
Stock Options Black-Scholes assumptions (weighted average):
Volatility 29.07% 30.18%
Expected life (years) 4.9 5.0
Risk-free interest rate 3.26% 4.61%
Dividend yield 0.00% 0.00%

As of September 27, 2008 and September 29, 2007, there was $0.4 and $0.3 million, respectively, of total unrecognized
compensation cost related to non vested restricted stock awards. That cost was expected to be recognized over a
weighted average period of 2.17 and 3.59 years, respectively. The total fair value of restricted stock awards vested
during the six months ended September 27, 2008 was $0.1 million and $0.0 million during the six months ended
September 29, 2007.

A summary of information related to restricted stock awards is as follows:

Weighted Average
Share Price at
Shares Grant Date
Nonvested at March 29, 2008 10,000 $ 48.09
Granted 3456 $ 57.22
Released (2,500) $ 48.09
Forfeited
Terminated
Nonvested at June 28, 2008 10,956 $ 50.97
Granted
Released
Forfeited
Terminated
Nonvested at September 27, 2008 10,956 $ 50.97

As of September 27, 2008 and September 29, 2007, there was $2.1 and $0.1 million, respectively, of total unrecognized
compensation cost related to non vested restricted stock units. That cost was expected to be recognized over a
weighted average period of 3.0 and 2.02 years, respectively. The total fair value of shares fully vested was $0.1
million and $0.0 million for the six months ended September 27, 2008 and September 29, 2007, respectively.

22
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A summary of information related to restricted stock units is as follows:

Weighted Average
Shares Share Price

Nonvested at March 29, 2008 58,332 $ 51.52
Granted 210 $ 57.23
Vested

Forfeited (1,905) $ 50.90
Nonvested at June 28, 2008 56,637 $ 51.56
Granted 5,591 $ 58.19
Vested 2,225) $ 50.23
Forfeited 937) $ 51.33
Nonvested at September 27, 2008 59,066 $ 52.24

As of September 27, 2008 and September 29, 2007, there was $0.3 and $0.1 million, respectively, of total unrecognized
compensation expense, net of estimated forfeitures, related to the Employee Stock Purchase Plan ( ESPP ) shares. That
cost was expected to be recognized over the remainder of fiscal year 2009 and fiscal year 2008, respectively.

During the six months ended September 27, 2008 and September 29, 2007, there were 31,474 and 28,968 shares purchased
under the ESPP, respectively. They were purchased at $44.353 and $38.6325 per share under the ESPP.

5. ACCOUNTING FOR SHIPPING AND HANDLING COSTS

Shipping and handling costs are included in cost of goods sold with the exception of $5.9 million and $4.4 million for the six months ended
September 27, 2008 and September 29, 2007, respectively, that are included in selling, general, and administrative
expenses. Freight is classified in cost of goods sold when the customer is charged for freight and in selling, general
and administration when the customer is not explicitly charged for freight.

6. FOREIGN CURRENCY

We enter into forward exchange contracts to hedge the probable cash flows from forecasted inter-company foreign currency denominated
revenues, principally Japanese Yen and Euro. The purpose of our hedging strategy is to lock in foreign exchange rates for 12 months to
minimize, for this period of time, the unforeseen impact on our results of operations of fluctuations in foreign exchange rates. We also enter into
forward contracts that settle within 35 days to hedge certain inter-company receivables denominated in foreign currencies. These derivative
financial instruments are not used for trading purposes. The forward exchange contracts are recorded at fair value and are included in other

24
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current assets or other current liabilities on our consolidated balance sheets. The gains or losses on the forward exchange contracts designated as
hedges are recorded in net revenues on our consolidated statements of income when the underlying hedge transaction affects earnings. The cash
flows related to the gains and losses on these foreign currency hedges are classified in the consolidated statements of cash flows as part of cash
flows from operating activities. In the event the hedged forecasted transaction does not occur, or it becomes probable that it will not occur, the
Company would reclassify any gain or loss on the related cash flow hedge from

12
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other comprehensive income to earnings at that time. The ineffective portion of a derivative s change in fair value is recognized currently in
other income, net in our consolidated statements of income.

7. PRODUCT WARRANTIES

We provide a warranty on parts and labor for one year after the sale and installation of each device. We also warrant our disposables products
through their use or expiration. We estimate our potential warranty expense based on our historical warranty experience, and we periodically
assess the adequacy of our warranty accrual and make adjustments as necessary.

For the three months ended
September 27, 2008 September 29, 2007
(in thousands)

Warranty accrual as of the beginning of the period $ 960 $ 734
Warranty Provision 341 506
Warranty Spending (309) (506)
Warranty accrual as of the end of the period $ 992 $ 734

For the six months ended
September 27, 2008 September 29, 2007
(in thousands)

Warranty accrual as of the beginning of the period $ 929 $ 734
Warranty Provision 876 988
Warranty Spending (813) (988)
Warranty accrual as of the end of the period $ 992 $ 734

8. COMPREHENSIVE INCOME

Comprehensive income is the total of net income and all other non-owner changes in stockholders equity. For us, all other non-owner changes
are primarily foreign currency translation, the change in our net minimum pension liability, and the changes in fair value of the effective portion
of our outstanding cash flow hedge contracts.

13
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A summary of the components of other comprehensive income is as follows:

For the three months ended
(In thousands) September 27, 2008 September 29, 2007
Net income $ 14,807 $ 11,167

Other comprehensive income:

Foreign currency translation (4,153) 3,475
Unrealized gain/(loss) on cash flow hedges, net of tax 1,783 (2,681)
Reclassifications into earnings of cash flow hedge losses, net of tax 1,345 280
Total comprehensive income $ 13,782 $ 12,241

For the six months ended
(In thousands) September 27, 2008 September 29, 2007
Net income $ 29,148 $ 23,844

Other comprehensive income:

Foreign currency translation (5,655) 3,772
Unrealized gain/(loss) on cash flow hedges, net of tax 4,690 (1,930)
Reclassifications into earnings of cash flow hedge losses, net of tax 3,938 446
Total comprehensive income $ 32,121 $ 26,132

9. INVENTORIES

Inventories are stated at the lower of cost or market and include the cost of material, labor and manufacturing overhead. Cost is determined on
the first-in, first-out method.

Inventories consist of the following:

September 27, 2008 March 29, 2008
(in thousands)
Raw materials $ 20,663 $ 16,107
Work-in-process 16,387 14,430
Finished goods 36,131 34,851
$ 73,181 $ 65,388
14
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10. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

The change in the carrying amount of our goodwill during the six months ended September 27, 2008 is as follows (in thousands):

Carrying amount as of March 29, 2008 $ 54,222
Medicell (a) 1,020
Haemoscope (b) 22
Effect of change in rates used for translation (708)
Carrying amount as of September 27, 2008 $ 54,556

(a) A full description of the acquisition of Medicell Ltd., which occurred on April 4, 2008, is included in Foot Note #10, Goodwill
and Other Intangibles, of our Form 10-Q for the quarter ended June 28, 2008.

(b)  See Foot Note #3, Acquisitions, in our fiscal year 2008 Form 10-K for a full description of the acquisition of Haemoscope
Corporation s TEG® Thrombelastograph® Hemostasis Analyzer business, which occurred on November 20, 2007.
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As of September 27, 2008

Amortized Intangibles

Patents

Capitalized Software

Other technology

Customer contracts and related relationships
Trade Names

Subtotal

Indefinite Life Intangibles Trade name

Total Intangibles

As of March 29, 2008

Amortized Intangibles

Patents

Capitalized Software

Other technology

Customer contracts and related relationships
Trade Names

Subtotal

Indefinite Life Intangibles Trade name

Total Intangibles

Gross Carrying Amount

(in thousands)

11,853 $

15,131
29,193
30,600
600
87,377
519

87,896

Gross Carrying Amount

(in thousands)

11,725
13,638
28,327
29,342

600
83,632

522

84,154 §

Accumulated
Amortization
(in thousands)

4,521
289
10,893
7,056
42
22,801
n/a

22,801

Accumulated
Amortization
(in thousands)

4,073
296
10,013
5,439
0
19,821
n/a

19,821

Weighted Average
Useful Life (in years)

11
5

10
11
12
10

Indefinite

Weighted Average
Useful Life (in years)

12
6
11
8
12
11

Indefinite
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The changes to the net carrying value of our intangible assets from March 29, 2008 to September 27, 2008, reflect the capitalization of software
costs associated with our devices and software products (see Footnote #17), amortization expense and the effect of exchange rate changes in the
translation of our intangible assets held by our international subsidiaries.

Amortization expense for amortized other intangible assets was $1.5 million and $1.0 million for the three months ended September 27, 2008
and September 29, 2007, respectively and $3.0 million and $1.9 million for the six months ended September 27, 2008 and September 29, 2007,
respectively. Annual amortization expense is
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expected to approximate $6.0 million for fiscal year 2009, $6.4 million for fiscal year 2010, $6.4 million for fiscal year 2011, $6.0 million for
fiscal year 2012, $5.9 million for fiscal year 2013, and $6.4 million for fiscal year 2014.

11. FAIR VALUE MEASUREMENT

We adopted Financial Accounting Standards Board (FASB) Statement No. 157, Fair Value Measurements, as of March 30, 2008. Statement

No. 157 defines fair value, establishes a framework for measuring fair value in accordance with U.S. GAAP, and expands disclosures about fair
value measurements. Statement No. 157 does not require any new fair value measurements; rather, it applies to other accounting
pronouncements that require or permit fair value measurements. In February 2008, the FASB released Staff Position No. 157-2, Effective Date of
FASB Statement No. 157, which delays the effective date of Statement No. 157 for all nonfinancial assets and nonfinancial liabilities, except for
those that are recognized or disclosed at fair value in the financial statements on a recurring basis. In accordance with Staff Position No. 157-2,
we have not applied the provisions of Statement No. 157 to the following nonfinancial assets and nonfinancial liabilities:

. Nonfinancial assets and nonfinancial liabilities initially measured at fair value in a business combination or
other new basis event, but not measured at fair value in subsequent reporting periods;

. Reporting units and nonfinancial assets and nonfinancial liabilities measured at fair value for our goodwill
impairment test in accordance with FASB Statement No. 142, Goodwill and Other Intangible Assets;

. Indefinite-lived intangible assets measured at fair value for impairment assessment in accordance with
Statement No. 142;

. Nonfinancial long-lived assets or asset groups measured at fair value for impairment assessment or disposal
under FASB Statement No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets; and

. Nonfinancial liabilities associated with exit or disposal activities initially measured at fair value under FASB
Statement No. 146, Accounting for Costs Associated with Exit or Disposal Activities.

We will be required to apply the provisions of Statement No. 157 to these nonfinancial assets and nonfinancial liabilities as of March 29, 2009
and are currently evaluating the impact of the application of Statement No. 157 as it pertains to these items. The application of Statement
No. 157 for financial assets and financial liabilities did not have a material impact on our financial position, results of operations or cash flows.

On a recurring basis, we measure certain financial assets and financial liabilities at fair value, including our money market funds and foreign
currency derivative contracts. Statement No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. As such, fair value is a market-based measurement that
should be determined based on assumptions that market participants would use in pricing an asset or liability. We base fair value upon quoted
market prices, where available. Where quoted market prices or other observable inputs are not available, we apply valuation techniques to
estimate fair value.
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Statement No. 157 establishes a three-level valuation hierarchy for disclosure of fair value measurements. The categorization of financial assets
and financial liabilities within the valuation hierarchy is based upon the lowest level of input that is significant to the measurement of fair value.
The three levels of the hierarchy are defined as follows:

. Level 1 Inputs to the valuation methodology are quoted market prices for identical assets or liabilities.

. Level 2 Inputs to the valuation methodology are other observable inputs, including quoted market prices for
similar assets or liabilities and market-corroborated inputs.
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. Level 3 Inputs to the valuation methodology are unobservable inputs based on management s best estimate of
inputs market participants would use in pricing the asset or liability at the measurement date, including assumptions
about risk.

Our money market funds carried at fair value are generally classified within Level 1 of the fair value hierarchy because they are valued using
quoted market prices.

We recognize all derivative financial instruments in our consolidated financial statements at fair value in accordance with FASB Statement

No. 133, Accounting for Derivative Instruments and Hedging Activities. We determine the fair value of these instruments using the framework
prescribed by Statement No. 157 by considering the estimated amount we would receive or pay to terminate these agreements at the reporting
date and by taking into account current interest rates, the creditworthiness of the counterparty for assets, and our creditworthiness for

liabilities. We use a discounted cash flow model to value these forward foreign exchange contracts. The most significant input to this model is
the current foreign exchange spot rate. We have classified our derivative assets and liabilities within Level 2 of the fair value hierarchy because
these observable inputs are available for substantially the full term of our derivative instruments.

Fair Value Measured on a Recurring Basis

Financial assets and financial liabilities measured at fair value on a recurring basis consist of the following as of September 27, 2008:

Quoted Significant
Market Prices Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(in thousands) (Level 1) (Level 2) (Level 3) Total
Assets
Money market funds $ 84,214 $ $ $ 84,214
Forward currency exchange contracts 1,872 1,872
$ 84,214 $ 1,872 $ $ 86,086
Liabilities
Forward currency exchange contracts $ $ 9204 $ $ 904
$ $ 904 $ $ 904

There were no assets or liabilities measured at fair value using significant unobservable inputs (Level 3) during the six months ended
September 27, 2008.

Statement No. 159
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In February 2007, the FASB issued Statement No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, including an
amendment of FASB Statement No. 115, which allows an entity to elect to record financial assets and financial liabilities at fair value upon their
initial recognition on a contract-by-contract basis. We adopted Statement No. 159 as of March 30, 2008 and did not elect the fair value option
for our eligible financial assets and financial liabilities.
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12. INCOME TAXES

Our reported tax rate includes two principal components: an annual effective tax rate and discrete items that are recorded in the quarter that an
event occurs. Events or items that give rise to discrete recognition include finalizing audit examinations for open tax years and a statute of
limitation s expiration.

The reported tax rates were 35.1% and 32.4% for the three and six month periods ended September 27, 2008. The reported tax rates were 32.8%
and 32.0% for the three and six month period ended September 29, 2007. The reported tax rate for the six month periods ended September 27,
2008 and September 29, 2007 included discrete tax benefits or $1.1 million and $0.9 million, respectively, pertaining to the reversal of reserves
for uncertain tax benefits pertaining to transfer pricing as a result of the expiration of the statute of limitations in Japan.

For the three and six months ended September 27, 2008, the reported tax rate includes a 35.1% annual effective tax rate. The annual effective
tax rate reflects the expiration of federal research and development credits and a shift away from investing in tax-exempt interest bearing assets.
On October 3, 2008, a law was enacted that reinstated the federal research and development credit that will provide a beneficial impact on the
rate to be reflected in the third quarter of fiscal year 2009.

As of March 29, 2008, our unrecognized tax benefits totaled approximately $5.2 million which, if recognized, would favorably affect our
effective tax rate in future periods. Each year the statute of limitations for income tax returns filed in various jurisdictions closes, sometimes
without adjustments. In addition to the expiration of the statute of limitations in Japan during the six months ended September 27, 2008,
approximately $1.1 million of unrecognized tax benefits may be recognized through the end of the fiscal year. Total unrecognized tax benefits
on September 27, 2008 were $4.3 million.

Our historic practice has been and continues to be to recognize interest and penalties related to federal, state, and foreign income tax matters in
income tax expense. Approximately $0.9 million and $0.8 million are accrued for interest at September 27, 2008 and March 29, 2008,
respectively.

We conduct business globally and, as a result, file consolidated and separate federal, state, and foreign income tax returns in multiple
jurisdictions. In the normal course of business, we are subject to examination by taxing authorities throughout the world in jurisdictions
including the U.S., Japan, Germany, France, the United Kingdom, and Switzerland. With few exceptions, we are no longer subject to U.S.
federal, state and local, or foreign income tax examinations for years before 2005.

13. COMMITMENTS AND CONTINGENCIES

We are presently engaged in various legal actions, and although ultimate liability cannot be determined at the present time, we believe, based on
consultation with counsel, that any such liability will not materially affect our consolidated financial position or our results of operations.
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14. DEFINED BENEFIT PENSION PLANS

Certain of the Company s foreign subsidiaries have defined benefit pension plans covering substantially all full time employees at those
subsidiaries. Net periodic benefit costs for the plans in the aggregate include the following components:
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For the three months ended

September 27, 2008 September 29, 2007
(in thousands)
Service Cost $ 150 $ 143
Interest cost on benefit obligation 66 52
Expected return on plan assets (19) (18)
Amortization of unrecognized prior service cost, unrecognized
gain and unrecognized initial obligation 4) 3)
Net periodic benefit cost $ 193 $ 174
For the six months ended
September 27, 2008 September 29, 2007
(in thousands)
Service Cost $ 300 $ 286
Interest cost on benefit obligation 132 105
Expected return on plan assets (38) (36)
Amortization of unrecognized prior service cost, unrecognized
gain and unrecognized initial obligation 8) (6)
Net periodic benefit cost $ 386 $ 349

15. SEGMENT INFORMATION

Segment Definition Criteria
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We manage our business on the basis of one operating segment: the design, manufacture and marketing of automated blood management
solutions. Our chief operating decision-maker uses consolidated results to make operating and strategic decisions. Manufacturing processes, as
well as the regulatory environment in which we operate, are largely the same for all product lines.

Enterprise Wide Disclosures about Product and Services

We have three families of products: (1) those that serve the blood donor, (2) those that serve the patient and (3) our services and software
products which are used in connections with our donor and patient products. Under the donor family of products we have included blood bank,
red cell and plasma collection products. The patient products include autologous blood salvage products targeting surgical patients who lose
blood during or after surgery as well as a blood loss diagnostic product. Software and services include information technology platforms and
business services that assist blood banks, plasma centers, and hospitals more effectively manage regulatory compliance and operational
efficiency.

Donor

The blood bank products include devices, single use disposables and solutions that perform apheresis, (the automated, on-line separation of a
blood donor s whole blood into its components, followed by the diversion of one or more blood components targeted for collection and the
automated return to the donor of the unwanted components) as well as the washing of red blood cells for certain procedures. The main devices
used for these blood component procedures are the MCS®+ mobile collection systems and the ACP® 215 automated cell processing system.
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Red cell products include devices, single use disposables and solutions that perform apheres