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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 24, 2012

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 0-18281

Hologic, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 04-2902449
(State of incorporation) (L.R.S. Employer
Identification No.)

35 Crosby Drive,

Bedford, Massachusetts 01730
(Address of principal executive offices) (Zip Code)
(781) 999-7300

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check One):

Large accelerated filer x Accelerated filer

Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.) Yes ©~ No x

As of April 25, 2012, 264,576,839 shares of the registrant s Common Stock, $0.01 par value, were outstanding.
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited)
HOLOGIC, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except per share data)

Three Months Ended Six Months Ended
March 24, March 26, March 24, March 26,
2012 2011 2012 2011
Revenues:
Product sales $ 388,085 $ 360,952 $ 780,181 $ 719,555
Service and other revenues 83,080 77,699 163,695 151,667

471,165 438,651 943,876 871,222

Costs and expenses:

Cost of product sales 154,423 131,697 286,367 256,722

Cost of product sales amortization of intangible assets 44,341 44,489 90,512 86,601

Cost of service and other revenues 46,291 41,778 91,517 82,478

Research and development 29,297 29,935 57,639 58,492

Selling and marketing 78,539 70,727 155,999 138,638

General and administrative 41,403 38,803 87,898 79,307

Amortization of intangible assets 16,629 14,552 31,471 29,048

Contingent consideration compensation expense 18,121 1,055 28,562 1,055

Contingent consideration fair value adjustments 43,188 (5,271) 48,310 4,175)
Gain on sale of intellectual property, net (12,424) (84,502) (12,424) (84,502)
Litigation settlement charge 440 440 450

Restructuring and divestiture charges 783 692

461,031 283,263 866,983 644,114

Income from operations 10,134 155,388 76,893 227,108
Interest income 590 460 1,252 867
Interest expense (28,512) (28,185) (58,021) (57,094)
Loss on extinguishment of debt (42,347) (42,347) (29,891)
Other income, net 1,527 1,164 3,519 366
(Loss) income before income taxes (58,608) 128,827 (18,704) 141,356
(Benefit) provision for income taxes (18,335) 46,382 757 47,971
Net (loss) income $ (40,273) $ 82,445 $ (19,461) $ 93,385

Net (loss) income per common share:
Basic $ (.15 $ 0.32 $ (007 $ 0.36

Diluted $ (.15 $ 031 $ (007) $ 035
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Weighted average number of shares outstanding:
Basic 263,900 260,825 263,309 260,224

Diluted 263,900 264,030 263,309 263,588

See accompanying notes.
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HOLOGIC, INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except per share data)

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, less reserves of $8,625 and $6,516, respectively
Inventories
Deferred income tax assets
Prepaid income taxes
Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Intangible assets, net
Goodwill

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue

Total current liabilities

Convertible notes (principal of $1,725,000)

Deferred income tax liabilities

Deferred service obligations long-term

Other long-term liabilities

Commitments and contingencies (Note 6)

Stockholders equity:

Preferred stock, $0.01 par value 1,623 shares authorized; 0 shares issued
Common stock, $0.01 par value 750,000 shares authorized; 264,666 and 262,459 shares issued,
respectively

Capital in excess of par value

Accumulated deficit

Accumulated other comprehensive income

Treasury stock, at cost 219 shares

Total stockholders equity

Table of Contents

March 24,
2012

$ 854,561
536

326,290
234,372
34,333
9,774
31,165

1,491,031

232,023
1,977,346
2,297,451

50,405

$ 6,048,256

$ 65,843
404,368
123,611

593,822

1,527,027
871,606
12,128
64,190

2,647
5,361,064
(2,389,381)
6,671
(1,518)

2,979,483

September 24,
2011

$ 712,332
537

318,712
230,544
39,607
10,098
31,070

1,342,900

238,666
2,090,807
2,290,330

46,077

$ 6,008,780

$ 63,467
325,327
120,656

509,450

1,488,580
957,426
9,467
106,962

2,625
5,303,713
(2,369,920)
1,995
(1,518)

2,936,895
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Total liabilities and stockholders equity $ 6,048,256 $ 6,008,780

See accompanying notes.
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HOLOGIC, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net (loss) income

(Unaudited)

(In thousands)

Adjustments to reconcile net (loss) income to net cash provided by operating activities:

Depreciation
Amortization

Non-cash interest expense amortization of debt discount and deferred financing costs

Stock-based compensation expense

Excess tax benefit related to equity awards
Deferred income taxes

Gain on sale of intellectual property, net
Loss on extinguishment of debt

Fair value adjustments to contingent consideration
Fair value write-up of inventory sold
Non-cash restructuring charges

Impairment of cost-method investment
Loss on disposal of property and equipment
Other non-cash activity

Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid income taxes

Prepaid expenses and other assets

Accounts payable

Accrued expenses and other liabilities
Deferred revenue

Net cash provided by operating activities

INVESTING ACTIVITIES

Acquisition of business, net of cash acquired

Payment of additional acquisition consideration
Divestiture of business, net of cash transferred to the buyer
Purchase of property and equipment

Increase in equipment under customer usage agreements
Purchase of insurance contracts

Proceeds from sale of intellectual property

Purchase of other intangible assets

Purchase of cost-method investment

Decrease in restricted cash

Net cash used in investing activities

FINANCING ACTIVITIES
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Six Months Ended
March 24, March 26,
2012 2011
$ (19,461) $ 93,385
32,181 33,556
121,983 115,649
38,881 38,165
17,606 19,466
(2,683) (1,767)
(103,088) (3,438)
(12,424) (84,502)
42,347 29,891
48,310 4,175)
3,298
15,316
2,100
1,313 1,295
(3,143) (2,100)
(7,573) 347
(11,889) (24,721)
324 (8,848)
(3,574) (185)
2,339 2,571
50,439 (960)
5,631 8,164
212,835 217,191
(117,728)
(9,784) (19,660)
1,129
(14,232) (14,656)
(19,325) (13,031)
(5,322)
12,500 13,250
(3,021)
(250) (99)
1 392
(31,090) (158,746)
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Payment of debt issuance costs (5,822) (5,327)
Repayments of notes payable (673)
Payment of contingent consideration (51,680)

Net proceeds from issuance of common stock pursuant to employee stock plans 20,389 13,408
Excess tax benefit related to equity awards 2,683 1,767
Payment of employee restricted stock minimum tax withholdings (5,696) (10,247)
Net cash used in financing activities (40,126) (1,072)
Effect of exchange rate changes on cash and cash equivalents 610 (80)
Net increase in cash and cash equivalents 142,229 57,293
Cash and cash equivalents, beginning of period 712,332 515,625
Cash and cash equivalents, end of period $ 854,561 $ 572918

See accompanying notes.
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HOLOGIC, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
(all tabular amounts in thousands except per share data)
(1) Basis of Presentation

The consolidated financial statements of Hologic, Inc. (the Company ) presented herein have been prepared pursuant to the rules of the Securities
and Exchange Commission for quarterly reports on Form 10-Q and do not include all of the information and disclosures required by U.S.

generally accepted accounting principles. These financial statements should be read in conjunction with the consolidated financial statements

and notes thereto for the year ended September 24, 2011, included in the Company s Form 10-K filed with the Securities and Exchange
Commission on November 23, 2011. In the opinion of management, the financial statements and notes contain all adjustments (consisting of
normal recurring accruals) considered necessary for a fair presentation of the Company s financial position, results of operations and cash flows
for the periods presented.

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All intercompany transactions
and balances have been eliminated in consolidation.

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make
significant estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting periods. Actual results could
differ from management s estimates if past experience or other assumptions do not turn out to be substantially accurate. Operating results for the
three and six months ended March 24, 2012 are not necessarily indicative of the results to be expected for any other interim period or the entire
fiscal year ending September 29, 2012. Fiscal 2012 is a 53 week fiscal period.

During the fourth quarter of fiscal 2011, the Company reclassified compensation expense related to its Interlace Medical, Inc. ( Interlace )
acquisition from cost of product sales, research and development, selling and marketing and general administrative to a separate line item in its
Consolidated Statements of Operations, contingent consideration compensation expense . For the three months ended March 26, 2011, the
aggregate amount of this reclassification was $1.1 million.

Subsequent Events Consideration

The Company considers events or transactions that occur after the balance sheet date but prior to the issuance of the financial statements to
provide additional evidence for certain estimates or to identify matters that require additional disclosure. Subsequent events have been evaluated
as required. There were no material recognized subsequent events recorded in the unaudited consolidated financial statements as of and for the
three and six months ended March 24, 2012.

(2) Fair Value Measurements

The Company applies the provisions of Accounting Standards Codification ( ASC ) 820, Fair Value Measurements and Disclosures, for its
financial assets and liabilities that are re-measured and reported at fair value each reporting period and its nonfinancial assets and liabilities that
are re-measured and reported at fair value on a non-recurring basis. Fair value is the price that would be received from selling an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. When determining fair value, the Company
considers the principal or most advantageous market in which it would transact and considers assumptions that market participants would use
when pricing the asset or liability.

Fair Value Hierarchy

ASC 820 establishes a three-level valuation hierarchy for disclosure of fair value measurements. Financial assets and liabilities are categorized
within the valuation hierarchy 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:
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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.

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.
Assets/Liabilities Measured and Recorded at Fair Value on a Recurring Basis

As of March 24, 2012 and September 24, 2011, the Company s financial assets that are re-measured at fair value on a recurring basis included

$0.3 million in money market mutual funds in both periods that are classified as cash and cash equivalents in the Consolidated Balance Sheets.
Money market funds are classified within Level 1 of the fair value hierarchy and are valued using
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quoted market prices for identical assets. The Company has a payment obligation under its Nonqualified Deferred Compensation Plan ( DCP ) to
the participants of the DCP. This liability is recorded at fair value based on the underlying value of certain hypothetical investments as

designated by each participant for their benefit. Since the value of the DCP obligation is based on market prices, the liability is classified within
Level 1. In addition, the Company has contingent consideration liabilities related to its acquisitions that are recorded at fair value. The fair

values of these liabilities are based on Level 3 inputs and are discussed in Notes 3 and 6(a).

Assets and liabilities measured and recorded at fair value on a recurring basis consisted of the following at March 24, 2012:

Fair Value at Reporting Date Using
Quoted Prices in

Active Market for Significant
Balance as of Identical Assets Other Significant
March 24, (Level Observable Unobservable
2012 1) Inputs (Level 2) Inputs (Level 3)

Assets:
Money market funds $ 314 $ 314 $ $
Total $ 314 $ 314 $ $
Liabilities:
DCP liability $ 24,833 $24,833 $ $
Contingent consideration 96,212 96,212
Total $ 121,045 $24,833 $ $ 96,212

The Company has classified its contingent consideration liabilities related to its acquisitions of Sentinelle Medical and Interlace within Level 3
of the fair value hierarchy because the fair value is determined using significant unobservable inputs. A reconciliation of the beginning and
ending Level 3 liabilities is as follows:

Three Months Ended Six Months Ended
March 24, March 26, March 24, March 26,
2012 2011 2012 2011
Balance at beginning of period $ 104,807 $ 30,596 $ 103,790 $ 29,500
Contingent consideration liabilities recorded at acquisition 86,600 86,600
Changes in fair value recorded to operating expenses 43,188 (5,271) 48,310 4,175)
Payments (51,783) (55,888)
Balance at end of period $ 96,212 $111,925 $ 96,212 $111,925

Payments of contingent consideration include amounts withheld from the former shareholders of Interlace pursuant to certain legal
indemnification provisions and paid to other third-parties.

Assets Measured and Recorded at Fair Value on a Nonrecurring Basis

The Company remeasures the fair value of certain assets and liabilities upon the occurrence of certain events. Such assets comprise cost-method
equity investments and long-lived assets, including property and equipment, intangible assets and goodwill.

The Company holds certain cost-method equity investments in non-publicly traded securities aggregating $4.9 million and $4.6 million at
March 24, 2012 and September 24, 2011, respectively, which are included in other long-term assets on the Company s Consolidated Balance
Sheets. These investments are generally carried at cost. As the inputs utilized for the Company s periodic impairment assessment are not based
on observable market data, these cost method investments are classified within Level 3 of the fair value hierarchy. To determine the fair value of
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these investments, the Company uses all available financial information related to the entities, including information based on recent or pending
third-party equity investments in these entities. In certain instances, a cost method investment s fair value is not estimated as there are no
identified events or changes in circumstances that may have a significant adverse effect on the fair value of the investment and to do so would be
impractical. During the first quarter of fiscal 2011, the Company recorded an other-than-temporary impairment charge of $2.1 million related to
one of these investments.

Refer to Note 5 for disclosure of the nonrecurring fair value measurement related to the loss on extinguishment of debt recorded in the second
quarter of fiscal 2012 and the first quarter of fiscal 2011. Refer to Note 14 for disclosure of the nonrecurring fair value measurement related to
the impairment charge of manufacturing equipment and equipment located at customer sites recorded in the second quarter of fiscal 2012.
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Disclosure of Fair Value of Financial Instruments

The Company s financial instruments mainly consist of cash and cash equivalents, accounts receivable, cost-method equity investments,
insurance contracts and related DCP liability, accounts payable and debt obligations. The carrying amounts of the Company s cash equivalents,
accounts receivable and accounts payable approximate their fair value due to the short-term nature of these instruments. The carrying amount of
the insurance contracts are recorded at the cash surrender value, as required by U.S. generally accepted accounting principles, which
approximates fair value, and the related DCP liability is recorded at fair value. The Company believes the carrying amounts of its cost-method
investments approximate fair value and has not performed an in-depth analysis of the fair values as it is not practical to do so.

The Company had $1.53 billion and $1.49 billion of Convertible Notes recorded (See Note 5) as of March 24, 2012 and September 24, 2011,
respectively. The aggregate principal amount of the Convertible Notes at both periods was $1.725 billion. On February 29, 2012, the Company
entered into separate, privately-negotiated exchange agreements under which it retired $500.0 million in aggregate principal of its 2007 Notes
for $500.0 million in aggregate principal of new 2.00% Convertible Senior Notes due 2042 ( 2012 Notes ). Subsequent to this transaction, the
Company has three issues of Convertible Notes outstanding: 2007 Notes (principal of $775.0 million), 2010 Notes (principal of $450.0 million),
and the 2012 Notes (principal of $500.0 million). The fair value of the 2007 Notes, 2010 Notes and 2012 Notes as of March 24, 2012 was
approximately $770.7 million, $524.7 million and $502.6 million, respectively. The fair value of the 2007 Notes and 2010 Notes as of
September 24, 2011 was approximately $1.20 billion and $468.7 million, respectively. The fair value of the Convertible Notes is based on
quoted trading prices and represents a Level 1 measurement.

(3) Business Combinations
Gen-Probe Incorporated

On April 29, 2012, the Company entered into an Agreement and Plan of Merger ( Merger Agreement ) to acquire Gen-Probe Incorporated

( Gen-Probe ). Subject to the terms and conditions of the Merger Agreement, at the effective time and as a result of the merger, each share of
common stock of Gen-Probe issued and outstanding immediately prior to the effective time of the merger will be cancelled and converted into
the right to receive $82.75 in cash. The Company anticipates that the total consideration to be paid, including the assumption of outstanding
indebtedness of Gen-Probe less cash assumed, will be approximately $3.7 billion, and that the transaction will be funded through available cash
and additional financing of term loans, a revolving credit facility and additional loans and/or notes. The Company also entered into a firm debt
commitment letter with Goldman Sachs Bank USA and Goldman Sachs Lending Partners LLC, dated April 29, 2012. The transaction is
expected to be completed in the second half of calendar 2012 and is subject to the satisfaction of customary closing conditions, including
approval by Gen-Probe s shareholders and termination or expiration of all applicable waiting periods under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, and under any similar foreign statutes and regulations applicable to the merger. If the merger fails to
close as a result of the financing not being available, the Company may be required to pay Gen-Probe a financing failure fee of $200 million,
which will serve as liquidating damages and shall be Gen-Probe s sole and exclusive remedy for such failure.

Gen-Probe, headquartered in San Diego, California, is a leader in molecular diagnostics products and services that are used primarily to diagnose
human diseases, screen donated human blood, and ensure transplant compatibility.

TCT International Co., Ltd.

On June 1, 2011, the Company completed the acquisition of 100% of the equity interest in TCT International Co., Ltd. ( TCT ) and subsidiaries, a
privately-held distributor of medical products, including the Company s ThinPrep Pap Test, related instruments and other diagnostic and surgical
products. TCT s operating subsidiaries are located in Beijing, China. The Company s acquisition of TCT has enabled it to obtain an established
nationwide sales organization and customer support infrastructure in China, which is consistent with the Company s international expansion
strategy. TCT has been integrated within the Company s international operations, and its results are primarily reported within the Company s
Diagnostics reporting segment and to a lesser extent within the Company s GYN Surgical reporting segment from the date of acquisition. The
Company concluded that the acquisition of TCT did not represent a material business combination, and therefore, no pro forma financial
information has been provided herein.

The preliminary purchase price of $148.6 million is comprised of $135.0 million in cash, of which $100.0 million was paid up-front and $35.0
million plus a working capital adjustment, which has been preliminarily estimated to be $13.4 million, are deferred for one year. In addition,
$0.9 million was paid in the first quarter of fiscal 2012 for additional assets acquired. This amount may be subject to further adjustment. The
deferred payment has been recorded on a present value basis of $47.6 million in purchase accounting to reflect fair value and such payment is
being accreted through interest expense over this one year period. In addition, the majority of the former shareholders of TCT may receive two
annual contingent earn-out payments (subject to adjustment) not to exceed $200.0 million less the deferred payment. The contingent earn-out
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payments are based on a multiple of incremental revenue growth for the one year periods beginning January 1, 2011 and January 1, 2012 as
compared to the respective prior year periods, and are payable after the first and second anniversaries from the date of acquisition, respectively.
Since these payments are contingent on future employment, they are being recognized as compensation expense ratably over the required service
periods, the first and second year anniversaries from the date of acquisition. Based on its revenue projections for the TCT business, the Company
recorded compensation expense of $17.5 million and $27.5 million for the three and six month periods ended March 24, 2012, respectively. As
of March 24, 2012, the Company has accrued $45.1 million for these contingent payments.

The Company did not issue any equity awards in connection with this acquisition. The Company incurred third-party transaction costs of $1.3
million, which were expensed within general and administrative expenses primarily in fiscal 2011.
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The allocation of purchase consideration to assets and liabilities is not yet finalized. The allocation of the preliminary purchase price was based
on preliminary estimates of the fair value of assets acquired and liabilities assumed as of June 1, 2011 and these estimates and assumptions are
subject to change within the measurement period (up to one year from the acquisition date). The Company is continuing to obtain information to
determine the fair value of certain acquired assets and liabilities, including tax assets and liabilities. The components of the preliminary purchase
price allocation are as follows:

Cash $ 27,961
Accounts receivable 17,773
Inventory 5,197
Property and equipment 4,802
Other tangible assets 1,082
Accrued taxes (14,399)
Accounts payable and accrued expenses (7,082)
Customer relationships 45,780
Business licenses 2,500
Trade names 2,110
Deferred taxes, net (12,493)
Goodwill 75,389
Purchase Price $ 148,620
8
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As part of the preliminary purchase price allocation, the Company determined that the separately identifiable intangible assets were customer
relationships, business licenses, and trade names related to the TCT company name. The fair value of the intangible assets was determined
through the application of the income approach, and the cash flow projections were discounted at 12.5%. Customer relationships relate to
relationships that TCT s founders and sales force have developed with obstetricians, gynecologists, hospitals, and clinical laboratories. Customer
relationships, business licenses and trade names are being amortized over a weighted average period of 12.7 years, 10 years and 12 years,
respectively. The excess of the purchase price over the fair value of the tangible net assets and intangible assets acquired was recorded to
goodwill. The goodwill recognized is attributable to the established sales and distribution network of TCT and expected synergies that the
Company will realize from this acquisition. None of the goodwill is expected to be deductible for income tax purposes.

Interlace Medical, Inc.

On January 6, 2011, the Company consummated the acquisition of 100% of the equity interest in Interlace, a privately-held company located in
Framingham, Massachusetts. Interlace is the developer, manufacturer and supplier of the MyoSure hysteroscopic tissue removal system

( MyoSure ). The MyoSure system is a new and innovative tissue removal device that is designed to provide incision-less removal of fibroids and
polyps within the uterus. Interlace s operations are reported within the Company s GYN Surgical reporting segment from the date of acquisition.
The Company believes that MyoSure is a complementary product to its existing surgical product portfolio. The Company concluded that the
acquisition of Interlace did not represent a material business combination, and therefore, no pro forma financial information has been provided
herein.

The purchase price was comprised of $126.8 million in cash ( Initial Consideration ), which was net of certain adjustments, plus two annual
contingent payments up to a maximum of an additional $225.0 million in cash. In addition to the Initial Consideration, $2.1 million was paid to
certain employees upon the completion of three and six months of service from the date of acquisition. Since these payments were contingent on
future employment, they were recognized as compensation expense in fiscal 2011. The purchase agreement includes an indemnification
provision that provides for the reimbursement of a portion of legal expenses in defense of the Interlace intellectual property. The Company has
the right to collect certain amounts set aside in escrow from the Initial Consideration and, as applicable, offset contingent consideration
payments of qualifying legal costs.

The contingent payments are based on a multiple of incremental revenue growth during a two-year period following the completion of the
acquisition. Pursuant to ASC 805, Business Combinations, the Company recorded its estimate of the fair value of the contingent consideration
liability based on future revenue projections of the Interlace business under various potential scenarios and weighted probability assumptions of
these outcomes. As of the date of acquisition, these cash flow projections were discounted using a rate of 15.6%. The discount rate is based on
the weighted-average cost of capital of the acquired business plus a credit risk premium for non-performance risk related to the liability pursuant
to ASC 820. This analysis resulted in an initial contingent consideration liability of $86.6 million, which is adjusted periodically as a component
of operating expenses based on changes in fair value of the liability driven by the accretion of the liability for the time value of money and
changes in the assumptions pertaining to the achievement of the defined revenue growth milestones. This fair value measurement was based on
significant inputs not observable in the market and thus represented a Level 3 measurement as defined in ASC 820. This fair value measurement
is directly impacted by the Company s estimate of future incremental revenue growth of the business. Accordingly, if actual revenue growth is
higher or lower than the estimates within the fair value measurement, the Company would record additional charges or benefits, respectively, as
appropriate. The Company recorded charges of $42.9 million and $48.5 million for the three and six month periods ended March 24, 2012,
respectively, and $2.7 million for the three and six month periods ended March 26, 2011 for changes in fair value of the contingent consideration
liability. The fair value of the contingent consideration for the first measurement period was $51.8 million. This payment was disbursed during
the second quarter of fiscal 2012 of which $47.6 million is reflected in the Consolidated Statements of Cash Flows as cash used in financing
activities, representing the liability recognized at fair value for the first measurement period as of the acquisition date. The remainder, which is
related to changes in the fair value of the liability, is reflected within cash provided by operating activities. As of March 24, 2012, the Company
has accrued $89.6 million for the second measurement period contingent payment.
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The Company did not issue any equity awards in connection with this acquisition. The Company incurred third-party transaction costs of $0.4
million, which were expensed within general and administrative expenses in fiscal 2011.

The purchase price is as follows:

Cash $ 126,798

Contingent consideration 86,600

Total purchase price $213,398
10
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The allocation of the purchase price was based on estimates of the fair value of assets acquired and liabilities assumed as of January 6, 2011. The
components of the purchase price allocation are as follows:

Cash $ 9,070
Inventory, including fair value adjustments 1,795
Other tangible assets 1,291
Accounts payable and accrued expenses (1,988)
Developed technology 158,741
Trade names 1,750
Deferred taxes, net (45,342)
Goodwill 88,081
Purchase Price $ 213,398

As part of the purchase price allocation, the Company determined that the separately identifiable intangible assets were developed technology
and trade names related to the MyoSure product name. The fair value of the intangible assets was determined through the application of the
income approach, and the cash flow projections were discounted at 12.7%. Developed technology represented currently marketable Interlace
products that the Company will continue to sell and utilize to enhance and incorporate into the Company s existing products. In determining the
fair value of developed technology, consideration was only given to products that had been approved by the FDA. Based on the early stage of
other projects and an insignificant allocation of resources to those projects, the Company concluded that there were no in-process projects of a
material nature. Developed technology and trade names are being amortized over 15 years and 13 years, respectively. The excess of the purchase
price over the fair value of the tangible net assets and intangible assets acquired was recorded to goodwill. The goodwill recognized is
attributable to expected synergies that the Company will realize from this acquisition. None of the goodwill is expected to be deductible for
income tax purposes.

Beijing Healthcome Technology Company, Ltd.

On July 19, 2011, the Company completed its acquisition of 100% of the equity in Beijing Healthcome Technology Company, Ltd.

( Healthcome ), a privately-held manufacturer of medical equipment, including mammography equipment, located in Beijing, China. Healthcome
manufactured analog mammography products targeted to lower tier hospital segments in China. Additionally, Healthcome had been
collaborating with the Company s research and development team to integrate its selenium detector technology into the Healthcome
mammography platform. On December 21, 2011 the Company received SFDA approval in China for its Serenity digital mammography system.
This acquisition provides the Company with manufacturing capability in China and additional access to the Chinese markets. The purchase price
was $9.8 million in cash, subject to adjustment. In addition, the Company is obligated to make future payments to the shareholders, who remain
employed, up to an additional $7.1 million over three years. Since these payments are contingent on future employment, they will be recognized
as compensation expense ratably over the respective service periods. The Company recorded compensation expense of $0.6 million and $1.0
million in the three and six month periods ended March 24, 2012, respectively. Healthcome s operations are reported within the Company s
Breast Health reporting segment from the date of acquisition.

As part of the preliminary purchase price allocation, the Company determined that the separately identifiable intangible assets were developed
technology of $3.3 million, in-process research and development of $0.9 million, and trade names of $0.2 million. The in-process research and
development project was completed in the first quarter of fiscal 2012. The Company is continuing to obtain information pertaining to certain
acquired assets and liabilities, including tax assets and liabilities. The fair value of the intangible assets was determined through the application
of the income approach, and the cash flow projections were discounted using rates ranging from 27% to 30%. Developed technology and trade
names are being amortized over their useful lives of 13 and 7 years, respectively. The excess of the purchase price over the fair value of the
tangible net assets and intangible assets acquired of $6.8 million was recorded to goodwill. The goodwill recognized is attributable to expected
synergies that the Company will realize from this acquisition. None of the goodwill is expected to be deductible for income tax purposes.

(4) Other Balance Sheet Information

March 24, September 24,
2012 2011
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$ 116,388
31,492
86,492

$ 234,372
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113,612
30,217
86,715

230,544
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March 24, September 24,
2012 2011
Property and equipment
Equipment and software $ 231,777 $ 223,403
Equipment under customer usage agreements 185,318 172,614
Building and improvements 59,842 58,937
Leasehold improvements 43,981 43,554
Furniture and fixtures 12,654 12,401
Land 8,863 8,883
542,435 519,792
Less accumulated depreciation and amortization (310,412) (281,126)
$ 232,023 $ 238,666

(5) Convertible Notes

On December 10, 2007, the Company issued and sold $1.725 billion, at par, of 2.00% Convertible Senior Notes due 2037 (the 2007 Notes ). Net
proceeds from the offering were $1.69 billion, after deducting the underwriters discounts and offering expenses, and were used to repay certain
of the Company s outstanding senior secured indebtedness incurred in connection with the merger with Cytyc in fiscal 2008. The Company has
recorded the Convertible Notes net of the unamortized debt discount as required by U.S. generally accepted accounting principles. On

November 18, 2010, the Company entered into separate, privately-negotiated exchange agreements under which it retired $450.0 million in
aggregate principal of its 2007 Notes for $450.0 million in aggregate principal of new 2.00% Convertible Exchange Senior Notes due 2037

( 2010 Notes ). In connection with this exchange transaction, the Company recorded a loss on extinguishment of debt of $29.9 million in the first
quarter of fiscal 2011. For additional information pertaining to the terms and provisions and related accounting for the 2007 Notes and 2010
Notes, refer to Note 5 to the consolidated financial statements contained in Item 15 of the Annual Report on Form 10-K for the year ended
September 24, 2011.

On February 29, 2012, the Company entered into separate, privately-negotiated exchange agreements under which it retired $500.0 million in
aggregate principal of the 2007 Notes for $500.0 million in aggregate principal of new 2.00% Convertible Senior Notes due 2042 ( 2012 Notes ).
In connection with this exchange transaction, the Company recorded a loss on extinguishment of debt of $42.3 million in the second quarter of
fiscal 2012. Following this transaction, $775.0 million in principal amount of the 2007 Notes remain outstanding.

Holders may require the Company to repurchase the 2012 Notes on any of March 1, 2018, March 1, 2022, March 1, 2027, March 1, 2032 and
March 2, 2037 or upon a fundamental change, as provided in the indenture for the 2012 Notes, at a repurchase price equal to 100% of their
accreted principal amount, plus accrued and unpaid interest. The Company may redeem any of the 2012 Notes beginning March 6, 2018, by
giving holders at least 30 days notice. The Company may redeem the 2012 Notes either in whole or in part at a redemption price equal to 100%
of their principal amount, plus accrued and unpaid interest, including contingent interest and liquidated damages, if any, to, but excluding, the
redemption date.

The 2012 Notes bear interest at a rate of 2.00% pe