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ITEM 1. BUSINESS
(a) General History of the Business

Our Company was founded in 1971 and became a publicly owned company
for the first time in 1979. In August 1983, we were acquired by American
Hospital Supply Corporation ("AHS"). In connection with the acquisition of
AHS by Baxter Travenol Laboratories, Inc. in 1985, Baxter Travenol divested
us in order to address antitrust concerns related to that acquisition. We
were purchased in December 1985 by investors that included E. I. du Pont de
Nemours and Company ("Du Pont") and present and former employees. We were
incorporated in Massachusetts in 1985. In May 1991, we completed an Initial
Public Offering, at which time Du Pont divested its entire interest. The
terms "Haemonetics," "we," "us," "our," and "the Company" as used herein
include its subsidiaries and its predecessor where the context so requires.

We are a pioneer and a market leader in developing and manufacturing
technology to help ensure the blood supply is safe, supplies are adequate,
and that blood banks and hospitals operate efficiently and in compliance
with regulatory requirements. To that end, we are engaged in manufacturing
automated systems and single use disposables for the collection,
processing, and surgical blood salvage, as well as associated consumables
and data management technology. We developed our first automated system in
1971 and for more than 30 years we have been driven to improve the safety
and practice of transfusion medicine.

We market primarily to two customer groups: hospitals and blood
collectors. To our hospital customers, we offer surgical blood salvage
systems, which are used before, during and after surgery to collect a
patient's own blood for reinfusion. To our blood collector customers, which
include both for-profit plasma collectors and not-for-profit blood banks,
we offer: 1) automated plasma collection systems that collect plasma, which
is then generally processed into therapeutic pharmaceuticals; 2) automated
platelet collection systems that enable the collection of a larger volume
of platelets from a single donor, which are then generally given to cancer
patients and others with bleeding disorders; 3) automated red cell
collection systems, developed to maximize the volume of red cells that can
be collected from a single donor, thus helping to alleviate blood
shortages; and 4) cell processing systems that can be employed to freeze
and thaw blood and to wash and remove foreign substances or solutions from
blood.

Our principal operations are in the U.S., Europe, and Japan. Our
products are marketed in more than 50 countries around the world via a
direct sales force as well as, in some instances, independent distributors.

We have pursued a two-pronged growth strategy, focusing both on
internal product development and on acquisitions or alliances with
companies that can provide us with products that expand penetration of
automated technologies or deepen product or service offerings in existing
markets. During fiscal 2003, we continued development of the automated
double red cell market as well as the market for orthopedic surgical
salvage. We continued to expand the market presence of our Fifth Dimension
data management programs to improve the safety and efficiency of blood
component collection at commercial plasma and not-for-profit blood banks
worldwide.

Blood shortages and blood safety issues continue to be areas of great
concern to health care providers around the world. We are a leader in the
development and commercialization of technology to address these
challenges; our mission is to provide innovative devices and services to
advance the safety, quality, and availability of transfusion products for
patients worldwide and to improve the operations of our blood collector
customers. We are focused on continuing our market leadership and
consistently growing shareholder value through intense customer focus, a
culture that demonstrates leadership and employee development at all
levels, and a commitment to trust, quality, and innovation.



(b) Financial Information about Industry Segments

We manage our business on the basis of one operating segment: the
design, manufacture, and marketing of automated blood processing systems.
Our chief operating decision maker uses consolidated financial 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.

The financial information required for the business segment is
included herein in Note 10 of the financial statements, entitled SEGMENT,
GEOGRAPHIC AND CUSTOMER INFORMATION.

(c) Narrative Description of the Business
Products

We have developed and marketed a variety of 1) automated systems that
collect, process, and surgically salvage blood and 2) data management
systems to promote efficient and compliant operations of blood collectors.
Automated systems allow users to collect and process only the blood
component(s) they target, enabling the collection of more of the targeted
component(s) and the return of unneeded components to the donor. Our
systems consist of proprietary disposable sets that operate on our
specialized equipment. Our systems are used with more than 100 different
sterile, single-use disposable products. Our Fifth Dimension data
management systems are used by blood collectors to improve the safety and
efficiency of blood component collection by eliminating previously manual
functions at commercial plasma and not-for-profit blood banks worldwide.
Our customers include hospitals, independent blood banks, commercial plasma
centers and fractionators, and national health organizations in more than
50 countries.

All of our automated collection systems involve the extracorporeal
processing of human blood, which comprises red blood cells, plasma,
platelets, and white blood cells. The practice of modern medicine relies on
treatment of patients with blood components, rather than whole blood.
Component therapy is often necessary in cases of hereditary disorders
(e.g., hemophilia); serious injury involving blood loss; major surgery
(e.g., organ transplant or open heart surgery); and chemotherapy.

As a general practice we place our own equipment at customers' sites,
with contractual requirements that customers purchase a certain number of
disposables in a predetermined time frame. Within this model, we may
redeploy equipment should utilization be less than optimal. Cell processing
equipment is most commonly sold outright.

our products address three important customer bases: hospital-based
surgeons; commercial plasma collectors; and not-for-profit blood banks.

Surgical Blood Salvage for Hospitals

The products that we market to hospitals all address the need for
surgical blood salvage. Surgical blood salvage, also known as autologous
blood transfusion, involves the rapid and safe collection of a patient's
own blood before, during, and after surgery, for reinfusion to that
patient. This process usually includes a washing and filtration procedure
that removes unwanted substances from the blood prior to reinfusion. We
market our surgical blood salvage products to hospital-based medical
specialists, primarily cardiovascular, orthopedic, and trauma surgeons.

Loss of blood is common in open heart, trauma, transplant, vascular,
and orthopedic procedures, and the need for the transfusion of oxygen-
carrying red cells to make up for lost volume is common. Surgical blood
salvage reduces or eliminates a patient's dependence on blood donated from
others, which carries the risk of transmission



of infectious agents, as well as the risk of severe transfusion reactions.
Surgical blood salvage also eliminates the need for pre-surgery "banked"
blood donations by the patient. Blood shortages and rising prices of blood
components have also reinforced the benefits of this approach.

Our Company, which pioneered the first surgical salvage systems,
offers hospitals a range of products targeted to cardiovascular procedures
that involve rapid and high blood loss, as well as slower, lower volume
blood loss orthopedic procedures. The Cell Saver(R) autologous blood recovery
system can reduce a patient's dependence on homologous red cell
transfusions (from donors) and enables the rapid "recycling" of blood to
surgical patients losing volume quickly. The OrthoPAT(R) system was
designed specifically for orthopedic surgery (including hip and knee
replacements and spine surgery) in which a smaller volume of blood is lost
over a longer period of time, beginning during surgery and continuing post-
operation. Use of the OrthoPAT(R) eliminates the need for "banking" the
patient's own blood prior to surgery and helps streamline the practice of
orthopedic surgery.

Automated Plasma Collection and Data Management for
Commercial Plasma Collectors

Automated plasma collection technology allows for the safe and
efficient collection of plasma, which is then further processed
("fractionated") by pharmaceutical companies into therapeutic and
diagnostic products that aid in the treatment of: immune diseases,
inherited coagulation disorders (e.g., hemophilia) and volume depletion
(e.g. from trauma). The collected plasma is also used in the manufacture of
vaccines and blood testing and quality control reagents. We participate
only in the provision of collection and data management systems to plasma
collectors and we are not involved in the actual collection, fractionation,
or distribution of plasma-derived pharmaceuticals.

Until automated plasma collection technology was pioneered and
introduced by the Company in the 1980s, plasma for fractionation was
collected manually. Manual collection was time-consuming, labor-intensive,
produced relatively poor yields, and posed risk to donors. Currently the
vast majority of plasma collections worldwide are performed using automated
collection because it is safe and cost-effective. We market our PCS(R)2
automated plasma collection systems to commercial plasma collectors as well
as not-for-profit blood banks and governmental plasma collectors worldwide.

We offer "one stop shopping" to our plasma collection customers,
enabling them to source from us the full range of equipment, disposables,
consumables, and data management technology necessary to operate. To that
end, in addition to providing our traditional line of plasma collection
equipment and disposables, we offer plasma collection containers, I.V.
solutions necessary for plasma collection and storage, and data management
technology to automate plasma collectors' operations.

In December 2001 we announced our acquisition of Fifth Dimension
Information Systems, the leading provider of information management
products and services for plasma collectors and fractionators. As a
majority of plasma collectors currently use manual systems to track their
donors and collected plasma, the market for such technology is relatively
untapped. During fiscal year 2003 Fifth Dimension expanded its customer
base beyond North America, into Europe; and beyond commercial plasma
collectors, into the not-for-profit blood banking market.

Automated Platelet Collection and Platelet Safety
Systems for Not-for-Profit Blood Banks

Automated platelet collection systems allow for the collection of one
or more therapeutic "doses" of platelets from a single donor. Platelets
were traditionally derived through manual separation from whole blood
donations; however, because platelets comprise only a very small portion of
whole blood volume, a single unit of whole blood contains only one-sixth to
one-eighth the quantity of platelets necessary for a single dose. Before
the advent of our MCS(R)+ automated platelet collection system, the
"pooling" of platelets from six to eight donors was



necessary to make a single therapeutically useful dose. Our MCS(R)+ system
innovated the collection of one to two doses from a single donor.

Platelet therapy is typically used to alleviate the side effects of
bone marrow suppression, a condition in which bone marrow is unable to
produce a sufficient quantity of platelets. Bone marrow suppression is most
commonly a side effect of chemotherapy. The medical community has
increasingly turned to "single donor" platelets (i.e., those collected via
automation) for platelet therapy to minimize a patient's exposure to
multiple donors and the blood-borne diseases that they could be carrying.
From the approximately five million units of platelets transfused annually,
approximately 60% are single donor platelets, and the remainder are pooled
from multiple donors.

In December 2001 we entered into an agreement with Baxter
International, Inc. (Baxter) to enable us to seamlessly integrate our
platelet collection devices with the INTERCEPT Platelet System, which
utilizes pathogen reduction technology being jointly developed by Baxter
and Cerus Corporation. The agreement gives us access to their Intersol
solution, in which platelets must be stored in preparation for the
reduction of bacteria, viruses, and other pathogens. The agreement allows
us to offer our worldwide platelet collection customers an easy and
economical way to incorporate the INTERCEPT Platelet System into their
operations, making pathogen reduction more widely available to platelet
transfusion recipients. European regulatory clearance of the system was
received in fiscal 2003, with U.S. and other clearances anticipated to
follow over the next few years.

Automated Red Cell Collection for Not-for-Profit Blood Banks

Automated red cell collection which we pioneered allows for the safe
and efficient collection of more red cells from a single donor.
Traditionally, red cells were derived from manual collection of whole
blood, after which the components of whole blood were separated. However,
this manual procedure involves time-consuming, error-prone secondary
handling and processing in a laboratory. Red cell shortages are a common
problem plaguing the U.S. and other healthcare systems. Automated red cell
collection helps blood centers to collect more red cells to address this
shortage.

Our MCS(R)+ automated red cell collection system enables blood
collectors to collect up to two transfusible "units" of red cells from a
single donor while removing blood volume similar to a whole blood
collection, thus assisting in the alleviation of blood shortages.
Additionally, the MCS(R)+ system automates the separation function,
eliminating the need for laboratory processing. The MCS(R)+ system also
contains a protocol that allows blood banks to collect one unit of red
cells and a "jumbo" (double) unit of plasma from a single donor. The
MCS(R)+ system enables the leukoreduction (removal of potentially harmful
white blood cells) for double red cell collections. Leukoreduction has been
adopted in many countries worldwide; it is estimated that 80% of all red
cells in the U.S. are now leukoreduced.

During fiscal year 2003, blood shortages continued and blood banks
continued their adoption of double red cell collection. United Blood
Services, the second largest collector of blood in the U.S., expanded its
automated double red cell program to collect 20% of all of its red cells.
In December 2002 the American Red Cross expanded the use of our technology;
we finished the fiscal year with our technology being used in seven of the
American Red Cross' thirty-five regions.

We submitted a 510(k) for FDA approval of the Chairside Separator(R)
system during fiscal year 2002. The Chairside Separator(R) is a blood
collection system that automates the whole blood collection process by
drawing whole blood from a donor and separating it into its red cell and
plasma components, not returning any components to the donor. This process
eliminates the laboratory separation process and also offers the benefit of
automating much of the procedure documentation mandated by the FDA. The
Chairside Separator(R) will allow blood collection centers to reduce their
laboratory handling cost and space requirements while also improving their
regulatory compliance.



During fiscal year 2003, we redirected resources supporting
regulatory approval of the Chairside Separator(R) to develop and obtain
regulatory approval of the Red Cell Collector, a portable, automated device
used to collect and process two units of red cells from donors. The Red
Cell Collector is our next generation double red cell collection device and
will benefit customers with its smaller size and weight, battery power
option, and enhanced mobility. Clinical trials for the Red Cell Collector
will commence in Europe in fiscal 2004.

Cell Processing and Red Cell Safety for Not-for-Profit Blood Banks

our cell processing business is based on technology that enables
users to add and remove solutions or other substances to and from blood
components. Our cell processing technology allows the freezing and thawing
of blood to enable blood banks to better manage their red cell inventory.
We are also collaborating with V.I. Technologies (NSDQ: VITX; "VITEX") in
the area of pathogen reduction of red cells.

Although it has been possible for some time to freeze red cells for
up to ten years, the freezing and thawing processes took place in a manual,
open-circuit system, which exposed red cells to the potential for bacterial
contamination. Once cells were thawed, they had to be transfused within 24
hours. The ACP(R)215 Automated Cell Processing system, which was cleared by
the FDA in fiscal 2002, extends thawed cells' shelf life to 14 days by
moving the freezing and thawing processes to an automated, closed-circuit
technology.

During fiscal year 2003, we also continued our collaboration with
V.I. Technologies to develop a pathogen reduction system for red blood
cells. VITEX's Inactine(R) is an agent that will kill bacteria and viruses
that could be transfused to a patient receiving a red cell transfusion. We
are developing technology to "wash" red blood cells to eliminate the
Inactine agent following the pathogen reduction process. VITEX is currently
in Phase III clinical trials for its red cell pathogen reduction system,
which uses our cell washing systems.

Revenue Detail

In the fiscal year ended March 29, 2003, sales of disposable products
accounted for approximately 88.5% of net revenues. Sales of our disposable
products were 2.5% higher in 2003 than in 2002 and grew at a compound
average annual growth rate of 6.0% for the three years ended March 29,
2003. Service and other miscellaneous revenues accounted for approximately
5.4% of our net revenues during the fiscal year ended March 29, 2003.

Sales of equipment accounted for approximately 6.0% of net revenues
in fiscal year 2003 and approximately 5.3% in fiscal year 2002,
representing a dollar increase of $3.3 million. The increase in equipment
revenue is a result of an increase in the number of machines sold in the
Japan plasma and platelet markets and in the Europe plasma market.

Marketing/Sales/Distribution

We market and sell our products to hospitals, blood systems and
independent blood banks, commercial plasma collection centers, and national
health organizations through our own direct sales force (including full-
time sales representatives and clinical specialists) as well as independent
distributors. Sales representatives target the primary decision-makers
within each of those organizations.

In fiscal year 2003, we announced that we received for the third
straight year the Omega NorthFace ScoreBoard Award for exemplary service to
customers. This award is presented to the highest-ranked organizations
based on customer ratings of firms' actual performance against customer
expectations in areas such as phone support, on-site operations, technical
services, and training.



United States

In fiscal 2003, 38% of consolidated net sales were generated through
sales to customers in the U.S. In the U.S., we sell the majority of our
products through our direct sales force. We have an exclusive distribution
agreement with Zimmer Inc., for the sale and marketing of the OrthoPAT(R)
system within the U.S.

Outside the United States

In fiscal 2003, 62% of consolidated net sales were generated through
sales to non-U.S. customers. Our direct sales force in Europe and Asia,
includes full-time sales representatives and clinical specialists based in
the United Kingdom, Germany, France, Sweden, the Netherlands, Italy,
Austria, Hong Kong, Canada, Japan, Switzerland, Czech Republic, China,
Taiwan, and Belgium. We also use various distributors to market our
products in South America, the Middle East, and parts of Europe and the Far
East.

Research and Development

The development of extracorporeal blood processing systems has
required us to maintain technical expertise in various engineering
disciplines, including mechanical, electrical, software, biomedical, and
materials. Innovations resulting from these various engineering efforts
enable us to develop systems that are faster, smaller, and more user-
friendly, or that incorporate additional features important to our customer
base.

We operate research and development centers in Switzerland, Japan,
and the United States, so that protocol variations are incorporated to
closely match local customer requirements. In addition to the above
research and development facilities, our Fifth Dimension subsidiary
maintains development operations in Edmonton, Alberta, Canada. Our
expenditures for research and development were $19.5 million for both
fiscal 2003 and 2002 and $19.0 million for fiscal 2001. All research and
development costs are expensed as incurred. We expect to continue to invest
resources in research and development.

Customer collaboration is an important part of our technical strength
and competitive advantage. We have built close working relationships with a
significant number of transfusion experts around the world. This network of
individuals provides us with ideas for new products, ways to improve
existing products, new applications, enhanced protocols, and information
about potential test sites, objective evaluations, and expert opinions
regarding technical and performance issues.

Manufacturing

Our principal manufacturing operations (equipment, disposables, and
solutions) are located in Braintree, Massachusetts; Leetsdale,
Pennsylvania; Union, South Carolina; and Bothwell, Scotland.

In general, our production activities occur in a controlled
environment setting or "cleanroom" environment. Each step of the
manufacturing and assembly process is quality checked, qualified, and
validated. Critical process steps and materials are documented to ensure
that every unit is produced consistently and meets performance
requirements.

Some component manufacturing is performed by outside contractors
according to our specifications. We maintain important relationships with
two Japanese manufacturers that provide finished sets in Singapore, Japan,
and Thailand. Certain parts and components are purchased from various
single sources. If necessary, we believe that, in most cases, alternative
sources of supply could be identified and developed within a relatively
short period of time. Nevertheless, an interruption in supply could
temporarily interfere with production schedules and affect our operations.
All of our equipment and disposable manufacturing sites are certified to
the ISO 9000 standard and to the Medical Device Directive allowing
placement of the CE mark of conformity.



Each blood processing machine is designed in-house and assembled from
components that are either manufactured by us or by others to our
specifications. Many critical mechanical assemblies are machined and
fabricated utilizing our own process control procedures. The completed
instruments are programmed, calibrated, and tested to ensure compliance
with our engineering and quality assurance specifications. Inspection
checks are conducted throughout the manufacturing process to verify proper
assembly and functionality. When mechanical and electronic components are
sourced from outside vendors, those vendors must meet detailed
qualification requirements, and the components are subjected to focused
incoming inspection programs. During fiscal year 2003, we manufactured
approximately 80% of our equipment. The remainder was manufactured for us
by an outside contractor.

We have established a Customer Oriented Redesign for Excellence
("CORE") program, which is based on the tenets of Total Quality of
Management ("TQM"). This program's goals include: 1) improving customer
satisfaction through top quality and on-time deliveries, 2) lowering
production costs, and 3) optimizing inventories. In fiscal 2003, we saved
$2.9 million through the CORE program, bringing total CORE savings on an
annualized basis of $20.6 million over the last five years.

Intellectual Property

We hold patents in the United States and abroad on some of our
machines, processes and disposables. These patents cover certain elements
of our systems, including protocols employed in our equipment and certain
aspects of our processing chambers and disposables. We consider our patents
to be important but not indispensable to our business. To maintain our
competitive position, we rely to a greater degree on the technical
expertise and know-how of our personnel than on our patents. We pursue an
active and formal program of invention disclosure and patent application in
both the United States and abroad. We own various trademarks that have been
registered in the United States and certain other countries.

Our policy is to file patent and trademark applications in the U.S.
and foreign countries where rights are available and we believe it is
commercially advantageous to do so. However, the standards for
international protection of intellectual property vary widely. We cannot
assure that pending patent and trademark applications will result in issued
patents and trademarks, that patents issued to or licensed by us will not
be challenged or circumvented by competitors or that our patents will not
be found to be invalid.

Competition

The markets for our products are developing and are highly
competitive. Although we compete directly with others, no one company
competes with us across the full line of products. We created the markets
and have established a record of innovation and market leadership in each
of the areas in which we compete. In order to remain competitive, we must
continue to develop and acquire cost-effective new products, technologies
and services. We believe that our ability to maintain a competitive
advantage will continue to depend on a combination of factors, including
factors within our control (reputation; regulatory approvals; patents;
unpatented proprietary know-how in several technological areas; product
quality, safety and cost effectiveness; and continual and rigorous
documentation of clinical performance) as well as factors outside of our
control (regulatory standards, medical standards and the practice of
medicine).

Competition in the surgical blood salvage market for high blood loss
blood collection, where the underlying technology among major competitors
is similar, is based upon reliability, ease of use, service, support, and
price. We compete principally with Medtronic, Fresenius, and Sorin
Biomedica. There are no direct competitors for the OrthoPAT(R), which is
used in integrated intra- and post-operative low blood loss surgical blood
salvage.

In the automated plasma collection markets, we compete with Baxter
International, Inc. on the basis of quality, ease of use, services and
technical features of systems, and on the long-term cost-effectiveness of



equipment and disposables. To a much lesser degree, our automated systems
also compete with manual collection systems, which are less expensive, but
are also slower, less efficient, and clinically riskier. Baxter has pursued
a strategy of developing plasma collection sites and acquiring collection
centers, which has had the effect of altering the competitive landscape.
There can be no assurance that Baxter will not continue to acquire plasma
collection centers, some of which may currently use our collection
technology.

In the automated platelet collection markets, competition is based on
continual performance improvement, as measured by the time and efficiency
of component collection and the quality of the components collected. Our
major competitors in this market are Gambro BCT and Baxter International,
Inc. Each of these companies has taken a different technological approach
from Haemonetics in how their systems are designed for the automated
platelet collection market. In the platelet collection market, we also
compete with whole blood collections from which pooled platelets are
derived. Single donor (automated collection) platelets constitute
approximately 60% of the platelet transfusion market; the remainder are
pooled.

We created the market for automated red cell collection. We compete
with traditional (manual) methods of deriving red cells by collecting and
separating whole blood on the basis of total cost, process control, product
quality, and inventory management. Additionally, we compete with Gambro BCT
and Baxter International, Inc. in certain automated red cell collection
protocols. Less than 1% of red cells worldwide are collected via
automation; the remainder are derived from whole blood collections.

In the cell processing market, competition is based on semi-
automated, labor-intensive, open systems, which are weaker in GMP
compliance. Gambro BCT is the only competitor that offers an open system
cell processor; blood processed through this system has a 24 hour shelf
life. Our closed system cell processor gives blood processed through it a
14 day shelf life and has no competition.

Our technical staff is highly skilled, but many competitors have
substantially greater financial resources and larger technical staffs at
their disposal. There can be no assurance that such competitors will not
direct substantial efforts and resources toward the development and
marketing of products competitive with ours.

Seasonality

Net revenues have historically been higher in the second half of our
fiscal year, reflecting principally the seasonal buying patterns of our
customers. This has proven true in four of our last five fiscal years with
the exception of fiscal 2003 where the second half of our fiscal
year had slightly lower revenues due principally to market conditions in
plasma.

Government Regulation

The products we manufacture and market are subject to regulation by
the Center of Biologics Evaluation and Research ("CBER") and the Center of
Devices and Radiological Health ("CDRH") of the United States Food and Drug
Administration ("FDA"), and other non-United States regulatory bodies.

All medical devices introduced to the United States market since 1976
are required by the FDA, as a condition of marketing, to secure either a
510(k) premarket notification clearance or an approved Premarket Approval
Application ("PMA"). In the United States, software used to automate blood
center operations and blood collections and to track those components
through the system are considered by FDA to be medical devices, subject to
510(k) premarket notification. Intravenous ("IV") solutions marketed by us
for use with our automated systems (blood anticoagulants and solutions for
storage of red blood cells) require us to obtain from CBER an approved New
Drug Application ("NDA") or Abbreviated New Drug Application ("ANDA"). A
510(k) premarket clearance indicates FDA's agreement with an applicant's
determination that the product for which clearance has been sought is
substantially equivalent to another legally marketed medical device. The
process of obtaining a
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510(k) clearance may take up to 24 months and involves the submission of
clinical data and supporting information. The process of obtaining NDA
approval for solutions is likely to take much longer than 510(k) approvals
both because the FDA review process is more complicated and because we do
not have significant experience and expertise in submitting NDAs.

We maintain customer complaint files, record all lot numbers of
disposable products, and conduct periodic audits to assure compliance with
FDA regulations. We place special emphasis on customer training and advise
all customers that blood processing procedures should be undertaken only by
qualified personnel.

We are also subject to regulation in the countries outside the United
States in which we market our products. Many of the regulations applicable
to our products in such countries are similar to those of the FDA. However,
the national health or social security organizations of certain countries
require our products to be qualified by those countries before they can be
marketed in those countries. We have complied with these regulations and
have obtained such qualifications.

Federal, state and foreign regulations regarding the manufacture and
sale of products such as ours are subject to change. We cannot predict what
impact, if any, such changes might have on our business.

Environmental Matters

We do not anticipate that compliance with federal, state, and local
environmental protection laws presently in effect will have a material
adverse impact upon our business or will require any material capital
expenditures. However, environmental laws, including those that regulate
raw materials for medical grade plastics, are subject to change. We cannot
predict what impact, if any, such changes might have on our business.

Employees

As of March 29, 2003, we employed 1,497 persons assigned to the
following functional areas: manufacturing, 753; sales and marketing, 223;
general and administrative, 191; research and development, 131; and quality
control and field service, 199. We consider our employee relations to be
satisfactory.

Availability of Reports and Other Information

Our web site is www.Haemonetics.com. On this web site the public can
access, free of charge, our annual, quarterly and current reports and other
documents filed or furnished to the Securities and Exchange Commission as
soon as reasonably practicable after we electronically file such material
with, or furnish it to, the SEC.

(d) Financial Information about Foreign and Domestic Operations
and Export Sales

The financial information required by this item is included herein in
note 10 of the financial statements, entitled Segment, Geographic and
Customer Information. For information concerning significant customers, see
subheading of note 2 of the financial statements, entitled, Concentration
of Credit Risk and Significant Customers.

Cautionary Statement

Statements contained in this report, as well as oral statements we
make which are prefaced with the words "may," "will," "expect,"
"anticipate," "continue," "estimate," "project," "intend," "designed," and
similar expressions, are intended to identify forward looking statements
regarding events, conditions and financial trends that may affect our
future plans of operations, business strategy, results of operations, and
financial position. These statements are based on our current expectations
and estimates as to prospective events and circumstances



11

about which we can give no firm assurance. Further, any forward-looking
statement speaks only as of the date on which such statement is made, and
we undertake no obligation to update any forward-looking statement to
reflect events or circumstances after the date on which such statement is
made. As it is not possible to predict every new factor that may emerge,
forward-looking statements should not be relied upon as a prediction of our
actual future financial condition or results. These forward-looking
statements, like any forward-looking statements, involve risks and
uncertainties that could cause actual results to differ materially from
those projected or anticipated. Such risks and uncertainties include
technological advances in the medical field and our standards for
transfusion medicine and our ability to successfully implement products
that incorporate such advances and standards, product demand and market
acceptance of our products, regulatory uncertainties, the effect of
economic and political conditions, the impact of competitive products and
pricing, foreign currency exchange rates, changes in customers' ordering
patterns and the effect of uncertainties in markets outside the U.S.
(including Europe and Asia) in which we operate. The foregoing list should
not be construed as exhaustive.

ITEM 2. PROPERTIES

Our main facility is located on 14 acres in Braintree, Massachusetts.
This facility is located in a light industrial park and was constructed in
the 1970s. The building is approximately 180,000 square feet, of which
70,000 square feet are devoted to manufacturing and quality control
operations, 35,000 square feet to warehousing, 68,000 square feet for
administrative and research and development activities and 7,000 square
feet available for expansion. See Note 4 to the financial statements for
details of our mortgage on the Braintree facility.

We lease a 81,850 square foot facility in Leetsdale, Pennsylvania.
This facility is used for warehousing, distribution and manufacturing
operations. Annual lease expense is $311,330 for this facility.

In April 1994, we purchased a facility in Bothwell, Scotland. The
facility manufactures disposable components for European customers. The
facility and related property were acquired at a cost of approximately
$1,600,000. The facility is approximately 22,200 square feet. Manufacturing
operations began in August 1994.

In August 1995, we purchased a facility in Union, South Carolina.
This facility is used for the manufacture of sterile solutions to support
our blood bank (component therapy) and plasma businesses. The facility and
land were acquired for a cost of $2,423,000. The facility is approximately
69,300 square feet.

In August 1997, we began leasing a 48,000 square foot facility in
Avon, Massachusetts. This facility is used for warehousing and distribution
of products. Annual lease expense for this facility is $269,572.

Effective January 2002, we acquired Fifth Dimension Information
Systems Inc. and as part of the acquisition the Company assumed lease
payments of $112,203 annually for 10,270 square feet of office space in
Edmonton, Alberta, Canada.

We also lease sales, service, and distribution facilities in Japan,
Europe (Austria, Belgium, Czech Republic, France, Germany, Italy, Sweden,
Switzerland, the Netherlands, United Kingdom) China, Hong Kong and Taiwan
to support our international business.

ITEM 3. LEGAL PROCEEDINGS

We are presently engaged in various legal actions, and although
ultimate liability cannot be determined at the present time, we believe
that any such liability will not materially affect our consolidated
financial position or our results of operations.

Our products are relied upon by medical personnel in connection with
the treatment of patients and the collection of blood from donors. In the
event that patients or donors sustain injury or death in connection with
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their condition or treatment, we, along with others, may be sued, and
whether or not we are ultimately determined to be liable, we may incur
significant legal expenses. In addition, such litigation could damage our
reputation and, therefore, impair our ability to market our products or to
obtain professional or product liability insurance or cause the premiums
for such insurances to increase. We carry product liability coverage. While
we believe that the aggregate current coverage is sufficient, there can be
no assurance that such coverage will be adequate to cover liabilities which
may be incurred. Moreover, we may in the future be unable to obtain product
and professional liability coverages in amounts and on terms that we find
acceptable, if at all.

In order to aggressively protect our intellectual property throughout
the world, we have a program of patent disclosures and filings in markets
where we conduct significant business. While we believe this program is
reasonable and adequate, the risk of loss is inherent in litigation as
different legal systems offer different levels of protection to
intellectual property, and it is still possible that even patented
technologies may not be protected absolutely from infringement.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.

The information concerning our Executive Officers is as follows.
Executive officers are elected by and serve at the discretion of our Board
of Directors.

ROBERT EBBELING joined our Company in 1987 as Manager of Injection
Molding and in December 1987 he became Manager, Molding and Lapping. In
April 1988, Mr. Ebbeling was promoted to Manager, Bowls, Molding, and
Lapping. In April 1989, he became Director, Disposables Manufacturing. In
January 1994, Mr. Ebbeling was promoted to Vice President, US Disposables
Manufacturing. In April 1995, he was named Vice President, Disposables
Manufacturing. In August 1996, Mr. Ebbeling was promoted to Senior Vice
President, Manufacturing; and, in February 2003, he was promoted to
Executive Vice President, Manufacturing. Prior to joining our Company, Mr.
Ebbeling was Vice President, Manufacturing, for Data Packaging Corporation,
Somerset, Massachusetts.

THOMAS D. HEADLEY joined our Company in September 2000 as Executive
Vice President, Corporate R&D. Since December 2002, he has served as
Executive Vice President, Business Unit Groups and Corporate R&D. Prior to
joining our Company, Mr. Headley worked for Transfusion Technologies
Corporation, which he founded with two other executives in 1994. While with
Transfusion Technologies, Mr. Headley served as President and CEO from 1994
through 1999 and as Chairman of the Board from 1999 to 2000, the year the
Company acquired Transfusion Technologies. In addition, Mr. Headley worked
at our Company from 1975 until 1992. During that period, he held various
positions including Director of R&D and QA, General Manager - Japan and Far
East, and Director of the US Commercial Plasma Business.

ALICIA R. LOPEZ joined our Company in April 1988 as General Counsel
and Director of Human Resources. Since April 1990, Ms. Lopez has served as
Clerk to the Board of Directors. In November 1994, she was promoted to
Corporate Vice President; and, in January 2000, Ms. Lopez was promoted to
Senior Vice President. From 1995 to 2000, Ms. Lopez was also responsible
for regulatory affairs and from 1997 to present she is also responsible for
investor relations. Prior to joining our Company, Ms. Lopez was a
litigation associate with the law firm of Sullivan & Worcester.

BRAD NUTTER joined our Company April 1, 2003 as Board Member,
President and Chief Executive Officer. From 2000 to 2001, Mr. Nutter was
President and Chief Executive Officer of Gambro Healthcare, a $1.3 billion
international dialysis provider business. From 1997 to 2000, Mr. Nutter
held the position of Executive Vice President and Chief Operating Officer
of Syncor International, a $520 million international provider of
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radiopharmaceuticals and medical imaging. Mr. Nutter has 25 years of
healthcare experience including senior positions for American Hospital
Supply and Baxter International.

JAMES L. PETERSON resigned from the Board of Directors and his
position of President and CEO of our Company effective March 28, 2003. He
joined our Company in 1980 as Director of European Operations. In 1982, he
was promoted to Vice President and in 1988, to Executive Vice President. In
1994, Mr. Peterson was promoted to President, International Operations. In
January 1998, Mr. Peterson was elected President and Chief Executive
officer. Prior to joining our Company, he was employed by Hewlett-Packard
Company in various management positions. Mr. Peterson was a member of our
Board of Directors from 1985 until his resignation.

RONALD J. RYAN joined our Company in 1998 as Senior Vice President
and Chief Financial Officer. Prior to joining our Company Mr. Ryan was
employed by Converse Inc., North Reading, Massachusetts, where his most
recent position was Senior Vice President of Operations. Previously, Mr.
Ryan was Senior Vice President of Finance and Administration and Chief
Financial Officer. Prior to Converse Inc., Mr. Ryan was employed with
Bristol-Myers Squibb as Vice President of Finance and Business Planning for
the Europe, Middle East and Africa Division. Prior to Bristol-Myers Squibb,
Mr. Ryan was Vice President of Planning and Control International at
American Can Company.

TIMOTHY R. SURGENOR resigned from our Company in December 2002. He
joined our Company in January 2000 as Executive Vice President. He was
responsible for business development, global business unit product
development and marketing, quality assurance, and clinical and regulatory
affairs. Prior to joining our Company, Mr. Surgenor was President of
Genzyme Tissue Repair, a publicly traded cell therapy division of Genzyme
Corporation, Cambridge, Massachusetts, from 1995 until 1999. Prior to
Genzyme, Mr. Surgenor was Executive Vice President and Chief Financial
officer of BioSurface Technology, Inc. and held various positions in
operations at Integrated Genetics, Inc.

STEPHEN C. SWENSON joined our Company in December 2000, as Executive
Vice President responsible for the worldwide field organization,
encompassing the sales and marketing teams for the United States, Europe,
and Asia. Prior to joining our Company, Mr. Swenson was President and CEO
of Illuminis Corporation, a healthcare company that focused on internet
communications for diagnostic medical images. Prior to this, he spent
twenty years with the Hewlett-Packard Medical Group. His most recent
responsibilities were Worldwide Marketing Manager and General Manager,
North American Field Operations.

PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS

Our common stock is listed on the New York Stock Exchange under
symbol HAE. The following table sets forth for the periods indicated the
high and low sales prices of such common stock, which represent actual
transactions as reported by the New York Stock Exchange.

First Quarter Second Quarter Third Quarter Fourth Quarter

Fiseal—year—endedMareh—29—2603+

Hia $24 00 $20 20 o 70 <22 N9

High $34--86 $29-20 $25-75 $23-08

L O\ $200 10 (o Ko N = | 10 Q9 10 4C

Lot $28-1 $22-51 $18-02 $19-45
Fiseat—year—endedMareh—36—2602+

Hiah 24 20 [« o} Q) 41 Q7 24 0O

Mg $34-3 $37-50 $41-87 $34-08

L O\ 20 40 $20 On 29 29 o6 42

Low $28-4 $28-80 $32-22 $26-43
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