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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 December 27, 2008

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) (I.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 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 February 3, 2009, 256,335,129 shares of the registrant s Common Stock, $.01 par value, were outstanding.
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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 $6,840 and $6,532, respectively
Inventories, net (Note 5)
Deferred income tax assets, net
Income tax refundable
Prepaid expenses and other current assets

Total current assets
PROPERTY AND EQUIPMENT, net (Note 5)

OTHER ASSETS:

Developed technology and know-how, net of accumulated amortization of $150,294 and $112,568,
respectively

Customer relationship, net of accumulated amortization of $32,602 and $22,509, respectively
Other intangible assets, net of accumulated amortization of $21,108 and $18,407, respectively
Goodwill

Other, net

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Current portion of long-term debt
Accounts payable
Accrued expenses (Note 5)
Deferred revenue
Deferred gain

Total current liabilities

Long-term debt, net of current portion (Note 6)

Convertible debt (Note 6)

Deferred income tax liabilities, net

Deferred service obligations long-term

Other long-term liabilities (Note 5)

Commitments and contingencies (Notes 6, 7, 8, 13, 15 and 16)

STOCKHOLDERS EQUITY:

Preferred stock, $0.01 par value 1,623 shares authorized; O shares issued

Common stock, $0.01 par value 750,000 shares authorized; 256,457 and 256,373 shares issued,
respectively
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December 27,
2008

$ 171,479
3,146
318,536
181,396
51,863

20,399

746,819

280,982

1,984,711
452,224
142,263

4,455,108

77,258

$ 8,139,365

$ 36,836
54,013
127,228
87,875

9,500

315,452

409,424
1,725,000
924,950
9,939
58,003

2,565

September 27,
2008

$ 95,661
3,629
327,201
174,667
53,660
17,797
20,963

693,578

283,975

2,023,121
461,627
144,903

4,450,496

76,932

$ 8,134,632

$ 38,480
59,590
154,746
78,559

9,500

340,875

437,420
1,725,000
920,838
10,777
57,453

2,564
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Capital in excess of par value 4,861,804 4,853,837
Retained deficit (169,651) (217,644)
Accumulated other comprehensive income 3,312 4,945
Treasury stock, at cost 214 shares (1,433) (1,433)
Total stockholders equity 4,696,597 4,642,269
Total liabilities and stockholders equity $ 8,139,365 $ 8,134,632

See accompanying notes.
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HOLOGIC, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except per share data)

Revenues:
Product sales
Service and other revenues

Costs and expenses (1):

Cost of product sales

Cost of product sales amortization of intangible assets
Cost of service and other revenues

Research and development

Selling and marketing

General and administrative

Amortization of acquired intangible assets

Impairment of acquired intangible assets (Note 19)
Acquired in-process research and development

Income (loss) from operations
Interest income

Interest expense

Other expense, net

Income (loss) before income taxes
Provision for income taxes

Net income (loss)

Net income (loss) per common and common equivalent share:

Basic
Diluted

Weighted average number of common shares outstanding:
Basic

Diluted
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Three Months Ended
December 27, December 29,
2008 2007
$ 380,108 $ 334,790
49,125 36,655
429,233 371,445
123,715 149,077
37,746 20,155
37,107 34,378
23,793 20,147
65,708 56,986
34,805 34,334
12,638 6,249
2,900
370,000
335,512 694,226
93,721 (322,781)
446 2,253
(18,410) (31,660)
(3,081) (15)
72,676 (352,203)
24,683 6,405
$ 47,993 $  (358,608)
$ 0.19 $ (1.65)
$ 0.19 $ (1.65)
256,212 216,882
258,433 216,882
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(1) Stock-based compensation included in costs and expenses during the three months ended December 27, 2008 was $644 for cost of
revenues, $1,325 for research and development, $1,571 for selling and marketing and $3,930 for general and administrative. Stock-based
compensation included in costs and expenses during the three months ended December 29, 2007 was $725 for cost of revenues, $686 for
research and development, $715 for selling and marketing and $5,457 for general and administrative.

See accompanying notes.
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HOLOGIC, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

OPERATING ACTIVITIES
Net income (loss)

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

Depreciation

Amortization

Fair value write-up of Cytyc and Third Wave inventory
Non-cash interest expense

Non-cash interest income

Increase in unrecognized income tax benefits

Tax benefit related to exercise of non-qualified stock options
Charge for in-process research and development

Charge for impairment of acquired intangible assets
Stock-based compensation expense

Deferred income taxes

Loss on disposal of property and equipment and intangible assets
Changes in assets and liabilities, net of acquisitions:
Accounts receivable

Inventories

Income tax refundable

Prepaid expenses and other current assets

Accounts payable

Accrued expenses

Deferred revenue

Net cash provided by operating activities

INVESTING ACTIVITIES

Merger with Cytyc Corporation, net of cash acquired
Additional business acquisition consideration

Decrease (increase) in restricted cash

Increase in other assets

Purchase of licensed technology and other intangible assets
Purchase of property and equipment

Increase in equipment under customer usage agreements
Purchases of investment securities

Proceeds from sales and maturities of investment securities
(Decrease) increase in other liabilities

Net cash used in investing activities

FINANCING ACTIVITIES
Proceeds from issuance of convertible notes, net of issuance costs
Proceeds under credit agreement, net of issuance costs
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(Unaudited)

Three Months Ended
December 27, December 29,
2008 2007
$ 47,993 $  (358,608)
15,797 10,159
50,384 26,404
584 41,500
2,843 5,653
(70)
1,200 572
(78)
370,000
2,900
7,470 7,192
715 (20,002)
231 57
5,262 (21,977)
(8,707) (10,767)
17,748 19,191
297 4,404
(5,467) (3,705)
(24,763) (30,435)
9,448 7,764
120,887 50,302
(2,027,008)
(326)
483 (32,370)
(3,101) 4,291)
(938)
(9,499) (12,192)
(3,964) (5,106)
(263)
2,638
(164) 1,165
(17,509) (2,077,427)
1,688,998
2,335,942



Edgar Filing: HOLOGIC INC - Form 10-Q

Financing costs on credit agreement

Repayments under credit agreement

Payment upon conversion of Cytyc convertible notes

Increase in notes payable

Repayments of notes payable and capital leases

Tax benefit related to exercise of non-qualified stock options
Net proceeds from sale of common stock pursuant to stock plans

Net cash (used in) provided by financing activities
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(283)
(29,042)

(290)
78
668

(28,869)

(2,055,353)
(38,334)

2,055
(290)

148,829

2,081,847
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EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIVITIES:
Issuance of common stock upon conversion of Cytyc convertible notes

BUSINESS ACQUISITION, NET OF CASH ACQUIRED:
Fair value of tangible assets acquired

Fair value of liabilities assumed

Fair value of stock issued

Fair value of options exchanged

Cost in excess of fair value of assets (Goodwill)

Fair value of acquired identifiable intangible assets
In-process research and development

Deferred tax liability

Less cash and cash equivalents and investments acquired
Less acquisition costs paid prior to September 29, 2007

Net cash paid for acquisition

See accompanying notes.
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Three Months Ended
December 27, December 29,
2008 2007

1,309 462)
75,818 54,260
95,661 100,403

$171,479 $ 154,663

$ $ 82,620

Three Months Ended
December 27, December 29,
2008 2007

$ $ 531,100
(261,200)

(3,671,400)

(241,400)

3,844,100

2,484,900

370,000

(937,500)

2,118,600
85,400
6,200

$ $ 2,027,000
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HOLOGIC, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
(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 note disclosures required by

generally accepted accounting principles. These statements should be read in conjunction with the consolidated financial statements and notes
thereto for the year ended September 27, 2008, included in the Company s Form 10-K as filed with the Securities and Exchange Commission on
November 26, 2008.

The Consolidated Balance Sheet at September 27, 2008 has been derived from the audited consolidated financial statements at that date but does
not include all of the information and footnotes required by generally accepted accounting principles in the United States for complete financial
statements. The Consolidated Balance Sheet as of December 27, 2008, the Consolidated Statements of Operations and Consolidated Statements
of Cash Flows for the three months ended December 27, 2008 and December 29, 2007 are unaudited but, in the opinion of management, include
all adjustments (consisting of normal, recurring adjustments) necessary for a fair presentation of results for these interim periods.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States 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. The results of
operations for the three months ended December 27, 2008 are not necessarily indicative of the results to be expected for any other interim period
or the entire fiscal year ended September 26, 2009.

Based on a combination of factors, including the deteriorating macro-economic environment, declines in the stock market and the decline of the
Company s market capitalization significantly below the book value of net assets, the Company concluded that potential goodwill impairment
indicators existed as of December 27, 2008. As a result, the Company is performing an interim goodwill impairment analysis as of December 27,
2008. Please refer to Note 19 for further discussion.

During the fourth quarter of fiscal 2008, the Company determined that certain amounts previously classified as a component of Cost of Service
and Other Revenues should be reclassified to Cost of Product Sales . The Company determined that the reclassification was not material to its
consolidated financial statements and corrected the classification in the fourth quarter of fiscal 2008. These amounts totaled $9,312 for the three
months ended December 29, 2007, and have been reclassified to Cost of Product Sales to conform with the current period. Additionally, royalty
expense previously recorded within Cost of Service and Other Revenues totaling $388 for the three months ended December 29, 2007 has been
reclassified to  Cost of Product Sales to conform with the current period presentation.

On April 2, 2008, the Company effected a two-for-one stock split in the form of a stock dividend. The stock split has been retroactively reflected
in the accompanying consolidated financial statements and notes for all periods presented.

(2) Fair Value Measurements

Effective September 28, 2008, the Company implemented Statement of Financial Accounting Standard ( SFAS ) No. 157, Fair Value
Measurement ( SFAS 157 ), for its financial assets and liabilities that are re-measured and reported at fair value at each reporting period, and
non-financial assets and liabilities that are re-measured and reported at fair value at least annually. In accordance with the provisions of FASB
Staff Position ( FSP ) No. FAS 157-2, Effective Date of FASB Statement No. 157, the Company has elected to defer implementation of SFAS 157
as it relates to its non-financial assets and non-financial liabilities that are recognized and disclosed at fair value in the financial statements on a
nonrecurring basis until September 27, 2009. The Company is evaluating the impact, if any, this Standard will have on its non-financial assets

and liabilities.

The adoption of SFAS 157 for financial assets and liabilities that are re-measured and reported at fair value at least annually did not have an
impact on the Company s financial results.

Table of Contents 11
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SFAS 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.

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.
As of December 27, 2008, the Company s financial assets that are re-measured at fair value on a recurring basis consisted of $37,107 in money
market mutual funds that are classified as cash and cash equivalents in its Consolidated Balance Sheet, as there are no withdrawal restrictions,
and are classified within Level 1 of the fair value hierarchy because they are valued using quoted market prices for identical assets.

The Company holds certain minority cost-method equity investments in non-publicly traded securities totaling $9,278 at both December 27,

2008 and September 27, 2008, which are included in other long-term assets on the Company s Consolidated Balance Sheets. These investments
are generally carried at cost as the Company owns less than 20% of the voting equity and does not have the ability to exercise significant
influence over these companies. The Company regularly evaluates the carrying value of its investments. The Company s cost method investments
are adjusted to fair value only when impairment charges are recorded for other-than-temporary declines in value and are determined using fair
value criteria within the framework of SFAS 157. As the inputs utilized for the impairment assessment are not based on observable market data,
these cost method investments are classified within Level 3 of the fair value hierarchy on a non-recurring basis. During fiscal 2008 and the three
months ended December 27, 2008, none of the investments held were deemed to be in an other-than-temporary loss.

(3) Revenue Recognition

Upon the Company s release of its Dimensions product, the Company completed an evaluation of the software component of its Dimensions
product in accordance with AICPA SOP 97-2, Software Revenue Recognition ( SOP 97-2 ) and Emerging Issues Task Force ( EITF ) Issue
No. 03-05, Applicability of AICPA Statement of Position 97-2 to Non-Software Deliverables in an Arrangement Containing
More-Than-Incidental Software ( EITF 03-05 ). The Company noted the following in its evaluation of the software component of its new
Dimensions product:

Dimensions will be offered in different configurations offering different levels of functionality two dimensional ( 2D ) versus three
dimensional ( 3D ) imaging. Customers who purchase the 2D configuration will be able to upgrade the product to a 3D version and
such upgrade will solely represent a software upgrade that will be marketed and sold separately. This differentiation from the
Company s existing 2D digital mammography product is expected to be highlighted in the Company s marketing literature.

As part of the initial warranty of the Dimensions product, customers will receive not only bug fixes related to the software but also

will receive any updates and enhancements to the software that are released. Therefore, the Company concluded that this represents

Post Contract Support ( PCS ) as defined in SOP 97-2.
As a result, the Company has determined that the Dimensions product contains software that is more than incidental to the product as a whole
and thus, will be accounted for under SOP 97-2. Therefore, the Company will recognize revenue upon installation and acceptance, if required,
and will defer the vendor-specific objective evidence of fair value of the initial bundled PCS. The Company has determined that vendor-specific
objective evidence of fair value of the initial bundled PCS exists based on the establishment of price for which this element will be sold
separately by management having the relevant authority and that it is probable that this price will not change prior to when this service is sold
separately. The Company has specified the renewal rates at which service can be purchased separately upon expiration of the initial PCS period
and those rates are consistent.

Table of Contents 13
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(4) Business Combinations

(a) Third Wave Technologies. Inc.

On July 24, 2008 the Company completed its acquisition of Third Wave Technologies, Inc. ( Third Wave ) pursuant to a definitive agreement
dated June 8, 2008. The Company has concluded that the acquisition of Third Wave does not represent a material business combination and
therefore no pro-forma financial information has been provided herein. Subsequent to the acquisition date, the Company s results of operations
include the results of Third Wave, which has been reported as a component of the Company s Diagnostics reporting segment.

Third Wave, located in Madison, Wisconsin, develops and markets molecular diagnostic reagents for a wide variety of DNA and RNA analysis
applications based on its proprietary Invader chemistry. Third Wave s current clinical diagnostic offerings consist of products for conditions such
as Cystic Fibrosis, Hepatitis C, cardiovascular risk and other diseases. Third Wave recently submitted pre-market approval ( PMA ) applications
for two human papillomavirus ( HPV ) tests to the U.S. Food and Drug Administration ( FDA ).

The Company paid $11.25 per share of Third Wave, for an aggregate purchase price of approximately $591,200 (subject to adjustment)
consisting of approximately $575,400 in cash in exchange for stock and warrants; approximately 668 of fully vested stock options granted to
Third Wave employees in exchange for their vested Third Wave stock options, with an estimated fair value of approximately $8,100; and
approximately $7,700 for acquisition related fees and expenses. There are no potential contingent consideration arrangements payable to the
former shareholders in connection with this transaction. Additionally, the Company granted approximately 315 unvested stock options in
exchange for unvested Third Wave stock options, with an estimated fair value of approximately $5,100, which is being recognized as
compensation expense over the vesting period.

The Company determined the fair value of the options issued in connection with the acquisition in accordance with EITF Issue No. 99-12,
Determination of the Measurement Date for the Market Price of Acquirer Securities Issued in a Purchase Business Combination ( EITF 99-12 ).
The Company determined the measurement date to be July 24, 2008, the date the transaction was completed, as the number of shares to be

issued according to the exchange ratio was not fixed until this date. The Company valued the securities based on the average market price for

two days before the measurement date and the measurement date itself. The weighted average stock price was determined to be approximately
$23.54.

The preliminary purchase price is as follows:

Cash portion of consideration $ 575,400
Fair value of vested options exchanged 8,100
Direct acquisition costs 7,700
Total estimated purchase price $591,200

The fair value of vested Hologic common stock options exchanged for vested Third Wave options was included in the purchase price as such
options were fully vested. The Company estimated the fair value of these stock options using the Binomial Option Pricing Model. The Company
estimated the fair value of the stock options assuming no expected dividends and the following weighted-average assumptions:

Expected life 1.48 years
Expected volatility 42.16%
Risk-free interest rate 2.33%
Fair value per share determined in accordance with EITF 99-12 $ 23.54

The allocation of the purchase price is based upon preliminary estimates of the fair value of assets acquired and liabilities assumed as of July 24,
2008. The Company is in the process of gathering information to finalize its valuation of certain assets and liabilities. The purchase price
allocation is preliminary and will be finalized once the Company has all necessary information to complete its estimate, but generally no later
than one year from the date of acquisition. The components and initial allocation of the purchase price consists of the following approximate
amounts:
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Net tangible assets acquired as of July 24, 2008
Increase in inventory to fair value

Increase in property and equipment to fair value
In-process research and development
Developed technology and know-how

Deferred income tax liability

Goodwill

Estimated Purchase Price

Table of Contents

$ 85,500
5,100
800
195,200
92,300
(38,300)
250,600

$ 591,200
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The preliminary purchase price allocation resulted in goodwill of approximately $241,800 as of July 24, 2008, the date of the acquisition. During
the three months ended December 27, 2008, the Company increased goodwill in the amount of approximately $8,800, primarily related to an
$11,400 reduction in the estimated net operating loss acquired, partially offset by a $3,200 increase in the preliminary estimate of other tax
attributes acquired.

Subsequent to the close of the Third Wave acquisition through December 27, 2008, stock options, originally issued by Third Wave and
converted into options to purchase Hologic common stock, were exercised. The Company recorded the estimated tax benefit of approximately
$121 and $368 related to the exercise of these options as a reduction to goodwill during fiscal 2009 and fiscal 2008, respectively.

Identifiable Intangible Assets

As part of the preliminary purchase price allocation, all intangible assets that were a part of the acquisition were identified and valued. It was
determined that only developed technology had separately identifiable values. The fair value of the developed technology intangible assets was
determined through the application of the income approach. Developed technology represents currently marketable purchased products that the
Company continues to sell as well as utilize to enhance and incorporate into the Company s existing products.

Acquired In-Process Research and Development

As part of the preliminary purchase price allocation for Third Wave, approximately $195,200 of the purchase price has been allocated to
acquired in-process research and development projects. The amount allocated to acquired in-process research and development represents the
estimated fair value based on risk-adjusted cash flows related to in-process projects utilizing a discount rate of 20% that have not yet reached
technological feasibility and have no alternative future uses as of the date of the merger. The primary basis for determining the technological
feasibility of these projects is obtaining regulatory approval to market the underlying products. The fair value attributable to these in-process
projects was expensed at the time of the acquisition. If the projects are not successful or completed in a timely manner, the Company may not
realize the financial benefits expected for these projects or for the transaction as a whole.

The most significant acquired in-process technology related to the HPV Cervista High Risk ( HR ), for which the Company has estimated a value
of approximately $151,200. The Company currently sells HPV reagents that detect certain high risk HPV types as Analyte Specific Reagents

( ASRs ). In 2006, Third Wave began clinical trials for PMA submissions to the FDA for Cervista HR. The Company submitted the PMAs in
April 2008. Subsequent to receiving FDA approval, management expects to discontinue selling the HPV ASRs and only sell HPV In Vitro
Diagnostics ( IVDs ). As such, the HPV in-process research and development relates only to the HPV IVDs and the HPV ASRs were valued as
developed technology. The estimated cost to complete this technology was approximately $19,300.

The estimated cost to complete Third Wave s remaining in-process research and development projects in the aggregate was approximately
$9,800.

The net deferred income tax liability relates to the tax effect of acquired identifiable intangible assets and fair value adjustments to acquired
inventory and property and equipment, as such amounts are not deductible for tax purposes.

(b) Cytyc Corporation

On October 22, 2007 the Company completed its merger with Cytyc Corporation ( Cytyc ) pursuant to the Agreement and Plan of Merger

( Merger Agreement ) entered into on May 20, 2007. Cytyc, headquartered in Marlborough, Massachusetts, is a diversified diagnostic and
medical device company that designs, develops, manufactures, and markets innovative and clinically effective diagnostics and surgical products.
Cytyc products cover a range of cancer and women s health applications, including cervical cancer screening, prenatal diagnostics, treatment of
excessive menstrual bleeding and radiation treatment of early-stage breast cancer.

Upon the close of the merger, Cytyc shareholders received an aggregate of 132,038 shares of Hologic common stock and approximately
$2,094,800 in cash. In connection with the close of the merger, the Company entered into a credit agreement relating to a senior secured credit
facility (the Credit Agreement ) with Goldman Sachs Credit Partners L.P. and certain other lenders, in which the lenders committed to provide, in
the aggregate, senior secured financing of up to approximately $2,550,000 to pay for the cash portion of the merger consideration, for repayment

of existing debt of Cytyc, for expenses relating to the merger and for working capital following the completion of the merger. As of the closing

of the merger, the Company borrowed $2,350,000 under this Credit Agreement.

The aggregate purchase price of approximately $6,156,900 includes $2,094,800 in cash; 132,038 shares of Hologic common stock at an
estimated fair value of $3,671,500; approximately 16,465 of fully vested stock options granted to Cytyc employees in exchange for their vested
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Cytyc stock options, with an estimated fair value of approximately $241,400; the fair value of Cytyc s outstanding convertible notes assumed in
the merger of approximately $125,000; and approximately $24,200 of direct acquisition
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costs. There are no potential contingent consideration arrangements payable to the former Cytyc shareholders in connection with this transaction.

The Company has measured the fair value of the 132,038 shares of the Company common stock issued as consideration in connection with the
merger under EITF 99-12. The Company determined the measurement date to be May 20, 2007, the date the transaction was announced, as the
number of shares to be issued according to the exchange ratio was fixed without subsequent revision. The Company valued the securities based
on the average market price a few days before and after the measurement date. The weighted average stock price was determined to be
approximately $27.81.

(i) Purchase price

The purchase price is as follows:

Cash portion of consideration $ 2,094,800
Fair value of securities issued 3,671,500
Fair value of vested options exchanged 241,400
Fair value of Cytyc s outstanding convertible notes 125,000
Direct acquisition costs 24,200
Total estimated purchase price $ 6,156,900

The fair value of vested Hologic common stock options exchanged for vested Cytyc options was included in the purchase price as such options
were fully vested. The Company estimated the fair value of these stock options using the Binomial Option Pricing Model. The Company
estimated the fair value of the stock options assuming no expected dividends and the following weighted-average assumptions:

Expected life 2.50 years
Expected volatility 35.10%
Risk-free interest rate 4.82%
Fair value per share determined in accordance with EITF 99-12 $ 27.81

(ii) Purchase Price Allocation

The allocation of the purchase price is based upon estimates of the fair value of assets acquired and liabilities assumed as of October 22, 2007.
As a result of the merger, the Company has assumed Cytyc s obligation to Adiana s former stockholders to make contingent earn-out payments
based on the achievement of milestones. The Company has considered the provision of EITF Issue No. 95-8, Accounting for Contingent
Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase Business Combination, and concluded that this contingent
consideration will represent additional purchase price. As a result, goodwill will be increased by the amount of the additional consideration, if
any, when it becomes due and payable. As of December 27, 2008, the Company has not recorded any amounts for the potential earn-outs. The
Company had formulated and undertaken a plan to restructure certain of Cytyc s activities. The Company recorded a liability of approximately
$2,800 in accordance with EITF Issue No. 95-3, Recognition of Liabilities in Connection with a Purchase Business Combination ( EITF 95-3 ),
primarily related to the termination of certain employees, minimum inventory purchase commitments and other contractual obligations for which
the related business activities have been discontinued.

Book value of net assets acquired as of October 22, 2007 $ 1,158,600
Less: write-off of existing deferred financing costs, goodwill and intangible assets, including related

deferred taxes (787,900)
Adjusted book value of assets acquired 370,700
Remaining allocation:

Increase inventory to fair value 42,300
Increase property and equipment to fair value 5,100
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Increase in liabilities recorded in accordance with EITF 95-3
Decrease deferred revenue to fair value

Identifiable intangible assets at fair value

Acquired in-process research and development

Deferred taxes

Goodwill

Total purchase price

11
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(2,800)
400
2,486,600
370,000

(943,400)
3,828,000

$ 6,156,900
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(iii) Valuation of Intangible Assets and Goodwill

The purchase price for the merger with Cytyc has been allocated to assets acquired and liabilities assumed based on management s estimate of
their fair values. Management has allocated the purchase price in excess of net tangible assets acquired to identifiable intangible assets and
in-process research and development based upon a detailed valuation that relies on information and assumptions further described below. Any
excess purchase price over the fair value of the net tangible and intangible assets acquired and liabilities assumed is allocated to goodwill.

Identifiable Intangible Assets

As part of the preliminary purchase price allocation, the Company determined that Cytyc s identifiable intangible assets include existing
technology, customer relationships and trade names. Cytyc s existing technology relates to patents, patent applications and know-how with
respect to the technologies embedded in its currently marketed products. In determining the allocation of the purchase price to existing
technology, consideration was only given to patents and patent applications that relate to products that have been approved by the FDA. Cytyc s
customer relationship assets relate to relationships that Cytyc s sales force has developed with obstetricians/gynecologists and gynecological
surgeons, breast surgeons, radiation oncologists, clinical laboratories and other physicians. The trade names relate to both the Cytyc name as
well as key product names.

The Company used the income approach to value the existing technology and marketing based intangibles. This approach calculates fair value
by discounting the after-tax cash flows back to a present value. The baseline data for this analysis was the cash flow estimates used to price the
transaction. Cash flows were forecasted for each intangible asset, then discounted based on an appropriate discount rate. The discount rates
applied, which ranged between 10.5% and 13.5%, were benchmarked with reference to the implied rate of return from the transaction model as
well as Cytyc s weighted average cost of capital based on the capital asset pricing model.

In estimating the useful life of the acquired assets, the Company considered paragraph 11 of SFAS No. 142, Goodwill and Other Intangible
Assets, which lists the pertinent factors to be considered when estimating the useful life of an intangible asset. These factors included a review of
the expected use by the combined company of the assets acquired, the expected useful life of another asset (or group of assets) related to the
acquired assets, legal, regulatory or other contractual provisions that may limit the useful life of an acquired asset or may enable the extension of
the useful life of an acquired asset without substantial cost, the effects of obsolescence, demand, competition and other economic factors, and the
level of maintenance expenditures required to obtain the expected future cash flows from the asset. The Company is amortizing these intangible
assets over their estimated useful lives using a method that is based on estimated future cash flows as the Company believes this will
approximate the pattern in which the economic benefits of the assets will be utilized.

Acquired In-Process Research and Development

As part of the preliminary purchase price allocation for Cytyc, approximately $370,000 of the purchase price has been allocated to acquired
in-process research and development projects. The amount allocated to acquired in-process research and development represents the estimated
fair value based on risk-adjusted cash flows related to in-process projects that have not yet reached technological feasibility and have no
alternative future uses as of the date of the merger. The primary basis for determining the technological feasibility of these projects is obtaining
regulatory approval to market the underlying products. The fair value attributable to these in-process projects was expensed at the time of the
merger. If the projects are not successful or completed in a timely manner, the Company may not realize the financial benefits expected for these
projects or for the transaction as a whole.

The fair value assigned to acquired in-process research and development was determined by estimating the costs to develop the acquired
technology into commercially viable products, estimating the resulting net cash flows from the projects, and discounting the net cash flows to
their present value. The revenue projections used to value the acquired in-process research and development were based on estimates of relevant
market sizes and growth factors, expected trends in technology, and the nature and expected timing of new product introductions by the
Company and its competitors. The resulting net cash flows from such projects were based on management s estimates of cost of sales, operating
expenses, and income taxes from such projects.

The rates utilized to discount the net cash flows to their present value of 12.5% to 13.5% were based on estimated cost of capital calculations
and the implied rate of return from the transaction model plus a risk premium. Due to the nature of the forecasts and the risks associated with the
developmental projects, appropriate risk-adjusted discount rates were used for the in-process research and development projects. The discount
rates are based on the stage of completion and uncertainties surrounding the successful development of the purchased in-process technology
projects.
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The acquired in-process research and development of Cytyc related to the following research and development projects: Adiana Complete
TransCervical Sterilization ( TCS ) System and expanded labeling of the NovaSure System, Gestiva, the ThinPrep Imaging System, the ThinPrep
Processor and the Helica Thermal Coagulator System ( Helica ).

The most significant acquired in-process technology related to the Adiana Complete TCS System for which the Company has estimated a value
of approximately $220,000. The TCS product is an incisionless trans-cervical permanent sterilization device
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intended to be performed as an office-based procedure. The system consists o