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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

(Amounts in thousands, except per
share amounts)

Net sales

Cost of goods sold

Gross profit

Total operating expenses

Operating income

Interest expense, net

Foreign currency exchange and other
expense (income)

Income from continuing operations
before minority interest and income
taxes

Minority interest, net of income taxes
Income tax expense from continuing
operations

Income from continuing operations
Discontinued operations:

Income (loss) from discontinued
operations before income taxes
Income tax benefit from discontinued
operations

Income from discontinued operations
Gain on disposition of discontinued
operations (net of income taxes)
Income from discontinued operations
Net income

Net income per common share -
Basic:

Income from continuing operations
Income from discontinued operations
Gain from disposition of discontinued
operations (net of income taxes)

Net income per common share - Basic

Net income per common share -
Diluted:
Income from continuing operations

Three months ended
December 31,

2007
55,991
32,522
23,469
15,949

7,520
946

425
6,149
91
1,205
4,853
42

©)

51
4,904

0.33
0.01

0.34

0.33
0.01

2006

$ 49,766 $

28,113
21,653
15,935
5,718
1,518

(12)
4212
230
648
3,334

)

(1)
4

2,156
2,152
$ 5,486

$ 0.24

0.15

$ 0.39

$ 0.23

Nine months ended
December 31,

2007
165,604
95,888
69,716
48,629
21,087
3,339

834
16,914
252
4,747
11,915
98

3)

101

101
12,016

0.83
0.01

0.84

0.82
0.01

2006
$ 145,867
82,396

63,471

46,666

16,805

4,749

436
11,620
460
2,019
9,141

37

(7
(30)

2,156
2,126
$ 11,267

$ 0.65

0.15

$ 0.80

$ 0.63
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Income (loss) from discontinued

operations

Gain from disposition of discontinued

operations (net of income taxes) -
Net income per common share -

Diluted $ 0.34
Weighted average shares outstanding -
Basic 14,357
Weighted average shares outstanding -
Diluted 14,535

0.15

038 $

14,177

14,401

See Accompanying Notes to Condensed Consolidated Financial Statements.
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0.83

14,337

14,512

0.15

0.78

14,120

14,411
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MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

(Amounts in thousands)
ASSETS

Current assets:

Cash and cash equivalents $
Accounts receivable, trade, net of allowance for
doubtful accounts of $551 and $516, respectively
Inventories, net

Deferred income taxes, net

Prepaid expenses and other current assets

Other receivables

Due from joint venture partner

Current portion of promissory note receivable
Total current assets

Property, plant and equipment, net

Goodwill

Acquired intangible assets, net

Deferred income taxes, net

Promissory note receivable, net of current portion

Other assets

Total Assets $

See Accompanying Notes to Condensed Consolidated Financial Statements.
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December 31,
2007

28,958

34,960
41,774
4,956
3,662
847
1,622
1,077
117,856

35,403
92,027
32,968

2,989

1,725
282,968

March 31, 2007

$ 7,709

34,774
37,231
4,718
3,057
420
1,456
2,465
91,830

27,559

77,397

17,006

8,360

851

1,688

$ 224,691
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MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

(Amounts in thousands)

LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS'
EQUITY

Current liabilities:

Current portion of promissory notes payable $
Current portion of deferred acquisition obligation
Current portion of long-term debt

Current portion of capital lease obligation
Accounts payable

Accrued expenses

Accrued compensation

Income taxes payable

Other current liabilities

Accrued litigation settlement expenses

Total current liabilities

Revolver

Promissory notes payable, net of current portion
Long-term debt, net of current portion

Capital lease obligation, net of current portion
Other liabilities

Total liabilities

Minority Interest

Shareholders' equity:

Serial preferred stock; 221,756 shares authorized; none outstanding

Common stock, no par; 25,000,000 shares authorized; 14,423,478

and 14,280,364 shares issued and outstanding, respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income

Total shareholders' equity

Total liabilities, minority interest and shareholders' equity $

See Accompanying Notes to Condensed Consolidated Financial Statements.
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December 31,
2007

2,177 $

3,106
798
21,825
4,171
6,385
3,115
2,473

44,050

69,647
6,531
15,914
912
542
137,596

1,690

77,460
57,513
8,709
143,682
282,968 $

March 31,
2007

100
1,973
2,753

811

17,742
2,447
6,616
3,089
4,089
1,275

40,895

42,010

17,561
1,354
606
102,426

1,628

73,399
45,497
1,741
120,637
224,691
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MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED DECEMBER 31, 2007 AND 2006

(UNAUDITED)
Accumulated
Additional Other
paid-in Retained Comprehensive Comprehensive
Income
(Amounts in thousands) capital Earnings (Loss) Total Income
Balance, March 31, 2006 $ 66,371 $ 31,263 $ 2,137 $ 95,497
Comprehensive income:
Net income - 11,267 - 11,267 $ 11,267
Currency translation adjustment - - 3,740 3,740 3,740
Comprehensive income - - - $ 15,007
Non-cash equity based compensation
(SFAS 123R) 1,985 - - 1,985
Issuance of common stock for
acquisition of BetaTherm 1,000 - - 1,000
Proceeds from exercise of stock options 1,736 - - 1,736
Balance, December 31, 2006 $ 71,092 $ 42,530 $ 1,603 $ 115,225
Balance, March 31, 2007 $ 73,399 $ 45,497 $ 1,741 $ 120,637
Comprehensive income:
Net income - 12,016 - 12,016 $ 12,016
Currency translation adjustment - - 6,968 6,968 6,968
Comprehensive income - - - $ 18,984
Non-cash equity based compensation
(SFAS 123R) 2,493 - - 2,493
Proceeds from exercise of stock options 1,568 - - 1,568
Balance, December 31, 2007 $ 77,460 $ 57,513 $ 8,709 $ 143,682

See Accompanying Notes to Condensed Consolidated Financial Statements.
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MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

(Amounts in thousands)

Cash flows from operating activities:

Net income

Less: Income (loss) from discontinued operations - Consumer
Less: Gain on sale of discontinued operations - Consumer
Income from continuing operations

Adjustments to reconcile net income to net cash

provided by operating activities from continuing operations:
Depreciation and amortization

Loss on sale of assets

Provision for doubtful accounts

Provision for inventory reserve

Provision for warranty

Minority interest

Non-cash equity based compensation (SFAS 123R)

Deferred income taxes

Net change in operating assets and liabilities:

Accounts receivable, trade

Inventories

Prepaid expenses, other current assets and other receivables

Other assets

Accounts payable

Accrued expenses, accrued compensation, other current and other
liabilities

Accrued litigation settlement expenses

Income taxes payable

Net cash provided by operating activities from continuing operations
Cash flows used in investing activities from continuing operations:
Purchases of property and equipment

Proceeds from sale of assets

Acquisition of business, net of cash acquired of $10,744

Net cash used in investing activities from continuing operations
Cash flows from financing activities from continuing operations:
Borrowing of long-term debt

Repayments of long-term debt

Borrowings of short-term debt, revolver and notes payable
Payments of short-term debt, revolver, leases and notes payable
Payments under deferred acquisition payments

Minority interest payments

Proceeds from exercise of options

Net cash provided by financing activities from continuing operations
Net cash provided by operating activities of discontinued operations

Nine months ended

December 31,

2007

12,016
101

11,915

6,784
93

84
566
455
252
2,493
822

2,099
(545)
(256)
(238)

3,008

(2,073)

(1,275)
263

24,447

(8,473)
26

(22,838)

(31,285)

(2,183)
41,127
(13,587)
(1,738)

(243)
1,568
24,944

158

2006

11,267

(30
2,156
9,141

7,207
35
133
1,454
306
460
1,985

(4,136)
(7,967)
(75)
27)
2,041

694

344
11,595

(5,015)
90

(46,325)

(51,250)

21,885
(19,282)
48,133
(11,340)
(3,972)

(112)
1,736
37,048
208

9
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Net cash provided by investing activities of discontinued operations
Net cash provided by discontinued operations

Net change in cash and cash equivalents
Effect of exchange rate changes on cash
Cash, beginning of year

Cash, end of period

Supplemental Cash Flow Information:

Cash paid during the period for:

Interest

Income taxes

Non-cash investing and financing transactions:

Deferred acquisition obligation

Promissory note payable from acquisition

Issuance of stock in connection with acquisition of BetaTherm
Promissory note receivable from sale of discontinued operations

See Accompanying Notes to Condensed Consolidated Financial Statements.
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2,239
2,397

20,503
746
7,709
28,958

3,461
3,278

8,708

1,418
1,626

(981)
90
9,166
8,275

4,868
549

1,958

1,000
2,156

10
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MEASUREMENT SPECIALTIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND NINE MONTHS ENDED DECEMBER 31, 2007 AND 2006
(UNAUDITED)

(Amounts in thousands, except share and per share amounts)
1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Interim Financial Statements:

The information presented as of December 31, 2007 and for the three and nine month periods ended December 31,
2007 and 2006 are unaudited, and reflect all adjustments (consisting only of normal recurring adjustments) which the
Company considers necessary for the fair presentation of the Company’s financial position as of December 31, 2007,
the results of its operations for the three and nine month periods ended December 31, 2007 and 2006, and cash flows
for the nine month periods ended December 31, 2007 and 2006. The Company’s March 31, 2007 balance sheet
information was derived from the audited consolidated financial statements for the year ended March 31, 2007, which
are included as part of the Company’s Annual Report on Form 10-K.

The condensed consolidated financial statements included herein have been prepared in accordance with U.S.

generally accepted accounting principles and the instructions to Form 10-Q and Rule 10-01 of Regulation S-X.

Accordingly, certain information and footnote disclosures normally included in financial statements prepared in

accordance with U.S. generally accepted accounting principles have been condensed or omitted. These condensed

consolidated financial statements should be read in conjunction with the Company’s audited consolidated financial
statements for the year ended March 31, 2007, which are included as part of the Company’s Annual Report on Form
10-K.

Description of Business:

Measurement Specialties, Inc. (the “Company”) is a global leader in designing, developing and manufacturing sensors
for original equipment manufacturers and end users. The Company has nine primary manufacturing facilities
strategically located in the United States, China, France, Ireland, Germany and Switzerland enabling the Company to
produce and market world-wide a broad range of sensors that use advanced technologies to measure precise ranges of
physical characteristics including pressure, position, force, vibration, humidity, photo-optics, in-situ fluid monitoring
and temperature. These sensors are used for automotive, medical, consumer, military/aerospace, barometric and
sub-sea depth markets and industrial applications. The Company’s sensor products include pressure and
electromagnetic displacement sensors, transducers, piezoelectric polymer film sensors, custom microstructures, load
cells, accelerometers, optical sensors, humidity and temperature sensors.

The majority of our sensors are devices that sense elements and transducers that convert mechanical information into a
proportionate electronic signal for display, processing, interpretation or control. Sensors are essential to the accurate
measurement, resolution and display of pressure, force, linear or rotary position, tilt, vibration, motion, humidity,
temperature or fluid properties such as viscosity, density and dielectric constant. Our other sensor products are
transducers that convert an applied electrical signal into a mechanical motion corresponding to the amplitude and
frequency of the electrical input.

The Company's advanced technologies include piezo-resistive silicon sensors, application-specific integrated circuits,
micro-electromechanical systems (“MEMS”), piezoelectric polymers, foil strain gauges, force balance systems, fluid
capacitive devices, linear and rotational variable differential transformers, electromagnetic displacement sensors,
hygroscopic capacitive sensors, ultrasonic sensors, optical sensors, negative thermal coefficient (“NTC”) ceramic

11
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sensors and in-situ fluid monitoring sensors. These technologies allow our sensors to operate precisely and cost
effectively.

The Company is a global operation with engineering and manufacturing facilities located in North America, Europe
and Asia. By functioning globally, the Company has been able to enhance its applications engineering capabilities,
increase the Company’s geographic proximity to its customers and leverage its cost structure.

8
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation:

The condensed consolidated financial statements include the accounts of the Company, its wholly owned subsidiaries
(the “Subsidiaries”), and its joint venture in Japan. All significant intercompany balances and transactions have been

eliminated in the consolidation.

The Company has made the following acquisitions, which are included in the consolidated financial statements as of
the effective date of such acquisition (See Note 6):

Acquired Company Effective Date of Acquisition Country

Elekon Industries U.S.A., Inc. (‘Elekon’) June 24, 2004 U.S.A.

Entran Devices, Inc. and Entran SA (‘Entran’)  July 16, 2004 U.S.A. and France
Encoder Devices, LLC (‘Encoder’) July 16, 2004 U.S.A.

Humirel, SA (‘Humirel’) December 1, 2004 France

MWS Sensorik GmbH (‘MWS”) January 1, 2005 Germany

Polaron Components Ltd (‘Polaron’) February 1, 2005 United Kingdom
HL Planartechnik GmbH (‘HLP”) November 30, 2005 Germany
Assistance Technique Experimentale (‘ATEX’) January 19, 2006 France

YSIS Incorporated (“YSI Temperature’) April 1, 2006 U.S.A. and Japan
BetaTherm Group Ltd. (‘BetaTherm’) April 1, 2006 Ireland and U.S.A.
Visyx Technologies, Inc. (‘Visyx’) November 20, 2007 U.S.A.

Intersema Microsystems SA (‘Intersema’) December 28, 2007 Switzerland

The above companies, except for Encoder, Polaron and Visyx, which were asset purchases, became direct or indirect
wholly-owned subsidiaries of the Company, upon consummation of their respective acquisitions.

In accordance with Financial Accounting Standards Board (“FASB”) Interpretation No. 46R (“FIN 46R”) (revised
December 2003), Consolidation of Variable Interest Entities, the Company consolidates its one variable interest entity
(“VIE”) for which the Company is the primary beneficiary. With the purchase of YSI Temperature, the Company
acquired a 50 percent ownership interest in Nikisso-THERM (“NT”), a joint venture in Japan. This joint venture is
included in the condensed consolidated financial statements of the Company at December 31, 2007 and 2006 and
March 31, 2007. Assets of the consolidated VIE at December 31, 2007 and March 31, 2007 totaled $3,798 and
$4,257, respectively, and total liabilities of the consolidated VIE at December 31, 2007 and March 31, 2007 totaled
$646 and $1,243, respectively. Net sales of the consolidated VIE for the three months ended December 31, 2007 and
2006 totaled $876 and $1,607, respectively, and for the nine months ended December 31, 2007 and 2006 totaled
$2,737 and $3,231, respectively. Minority interest for the three months ended December 31, 2007 and 2006 is net of
income taxes of $63 and $120, respectively, and for the nine months ended December 31, 2007 and 2006, minority
interest is net of income taxes of $175 and $221, respectively. At December 31, 2007 and March 31, 2007, NT had
amounts due from Nikisso of $1,622 and $1,456, respectively.

As of April 1, 2007, pursuant to a restructuring of certain of the Company’s European operations, the Company
established a new entity: MEAS Germany, which is a subsidiary of MEAS Europe. MEAS Germany is the German
holding company and will be the result of the consolidating and merging of the operations of MWS, HLP, and ATEX
GmbH. The reorganization is being effected to facilitate improved statutory reporting and no effect is expected on the
condensed consolidated financial statements as a result of this reorganization.

Use of Estimates:

13
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The preparation of the condensed consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions which affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
revenues and expenses during the reporting period. Significant items subject to such estimates and assumptions
include the carrying amount of property, plant and equipment, acquired intangibles and goodwill, valuation
allowances for receivables, inventories and deferred income tax assets, warranties, valuation of derivative financial
instruments and stock-based compensation. Actual results could differ from those estimates. There have been no
significant changes to the Application of Critical Accounting Estimates disclosure contained in the Company’s Annual
Report Form 10-K as of March 31, 2007, with the exception of the adoption of FASB Interpretation No. 48 (“FIN 48”),
Accounting for Uncertainty in Income Taxes - An Interpretation of FASB Statement No. 109, which is discussed below
in “Recently Adopted Accounting Pronouncements.”

Recently Adopted Accounting Pronouncements:

FIN 48, which was issued on July 13, 2006, clarifies the accounting for uncertainty in income tax recognized in an
enterprise's financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes (“SFAS
No. 109”). FIN 48 also prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. Under the guidelines of
FIN 48, an entity should recognize a financial statement benefit for a tax position if it determines that it is more likely
than not that the position will be sustained on examination. The new FASB standard also provides guidance on
de-recognition, classification, interest and penalties, accounting in interim periods, disclosure, and transition.

9
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The evaluation of a tax position in accordance with FIN 48 is a two-step process. The first step is a recognition
process whereby the enterprise determines whether it is more likely than not that a tax position will be sustained upon
examination, including resolution of any related appeals or litigation processes, based on the technical merits of the
position. In evaluating whether a tax position has met the more-likely-than-not recognition threshold, the enterprise
should presume that the position will be examined by the appropriate taxing authority that has full knowledge of all
relevant information. The second step is a measurement process whereby a tax position that meets the
more-likely-than-not recognition threshold is calculated to determine the amount of benefit to recognize in the
financial statements. The tax position is measured at the largest amount of benefit that is greater than 50% likely of
being realized upon ultimate settlement. The provisions of FIN 48 are to be applied to all tax positions upon initial
adoption of this standard. Only tax positions that meet the more-likely-than-not recognition threshold at the effective
date may be recognized or continue to be recognized upon adoption of FIN 48.

The Company adopted the provisions of FIN 48 effective April 1, 2007. The Company has historically applied the

more-likely-than-not recognition threshold, and as a result, the implementation of FIN 48 did not have an impact on

the Company’s financial statements. The amount of unrecognized tax benefit was $633 at April 1, 2007. The total
amount of unrecognized tax benefit at April 1, 2007, if recognized, would be recorded against goodwill. Based on the

expiration of the statute of limitations for specific jurisdictions, the related unrecognized tax benefit for positions

previously taken may change in the next twelve months by approximately $260.

The Company recognizes exposures for interest related to unrecognized tax benefits in “Interest expense” and penalties
related to tax matters in “Operating expenses.” At April 1, 2007, the balance of interest accrued on unrecognized tax
benefits and any penalties related to tax matters was $74 and $108, respectively.

The Company files consolidated federal income tax returns. The Company and its subsidiaries also file separate or
combined income tax returns in various state and foreign jurisdictions. The following are the major jurisdictions in
which the Company and its subsidiaries operate and the earliest tax years for which the Company or its subsidiaries
are subject to examination:

U.S. Federal 2001

U.S. State:

Virginia 2001
California 2001
Ohio 2007
Massachusetts 2004
China 1996
Hong Kong 2001
Ireland 2000
France 2004

Germany 2004
Switzerland 2006

Recently Issued Accounting Pronouncements:

On December 4, 2007, the FASB issued SFAS No. 141 (Revised 2007), Business Combinations (“SFAS No. 141R”),
which replaces SFAS No. 141. SFAS No. 141R will significantly change the accounting for business combinations.
Under SFAS No. 141R, an acquiring entity will be required to recognize all the assets acquired and liabilities assumed
in a transaction at the acquisition-date fair value with limited exceptions. SFAS No. 141R will change the accounting
treatment for certain specific items, including:

Acquisition costs will be generally expensed as incurred;

15
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-Non-controlling interests (formerly known as "minority interests") will be valued at fair value at the acquisition date;

-Acquired contingent liabilities will be recorded at fair value at the acquisition date and subsequently measured at
either the higher of such amount or the amount determined under existing guidance for non-acquired contingencies;

-In-process research and development will be recorded at fair value as an indefinite-lived intangible asset at the
acquisition date;

-Restructuring costs associated with a business combination will be generally expensed subsequent to the acquisition
date; and

-Changes in deferred tax asset valuation allowances and income tax uncertainties after the acquisition date generally
will affect income tax expense.

SFAS No. 141R also includes a substantial number of new disclosure requirements. SFAS No. 141R is effective for
the Company beginning April 1, 2009 and will apply prospectively to business combinations for which the acquisition
is completed on or after that date. Earlier adoption is prohibited. Since SFAS No. 141R is prospectively applied, no
impact is expected on the current financial statements.

10
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On December 4, 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial
Statements - An Amendment of ARB No. 51 (“SFAS No. 160”). SFAS No. 160 establishes new accounting and reporting
standards for the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. Specifically, this
statement requires the recognition of a noncontrolling interest (minority interest) as equity in the consolidated
financial statements and separate from the parent's equity. The amount of net income attributable to the noncontrolling
interest will be included in consolidated net income on the face of the income statement. SFAS No. 160 clarifies that
changes in a parent's ownership interest in a subsidiary that do not result in deconsolidation are equity transactions if
the parent retains its controlling financial interest. In addition, SFAS No. 160 requires that a parent recognize a gain or
loss in net income when a subsidiary is deconsolidated. Such gain or loss will be measured using the fair value of the
noncontrolling equity investment on the deconsolidation date. SFAS No. 160 also includes expanded disclosure
requirements regarding the interests of the parent and its noncontrolling interest. SFAS No. 160 is effective for the
Company beginning April 1, 2009 and will apply prospectively, except for the presentation and disclosure
requirements, which will apply retrospectively. Like Statement 141R discussed above, earlier adoption is prohibited.
Since SFAS No. 160 is prospectively applied, no impact is expected on the current financial statements.

In September 2006, the FASB issued Statement No. 157, Fair Value Measurement (“SFAS No. 1577). This new
standard provides guidance for using fair value to measure assets and liabilities. SFAS No. 157 applies whenever
other standards require (or permit) assets or liabilities to be measured at fair value but does not expand the use of fair
value in any new circumstances. Currently, over 40 accounting standards within GAAP require (or permit) entities to
measure assets and liabilities at fair value. Prior to SFAS No. 157, the methods for measuring fair value were diverse
and inconsistent, especially for items that are not actively traded. The standard clarifies that for items that are not
actively traded, such as certain kinds of derivatives, fair value should reflect the price in a transaction with a market
participant, including an adjustment for risk, not just the company's mark-to-market value. SFAS No. 157 also
requires expanded disclosure of the effect on earnings for items measured using unobservable data.

Under SFAS No. 157, fair value refers to the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants in the market in which the reporting entity transacts. In this
standard, the FASB clarifies the principle that fair value should be based on the assumptions market participants
would use when pricing the asset or liability. In support of this principle, SFAS No. 157 establishes a fair value
hierarchy that prioritizes the information used to develop those assumptions. The fair value hierarchy gives the highest
priority to quoted prices in active markets and the lowest priority to unobservable data, for example, the reporting
entity's own data. Under the standard, fair value measurements would be separately disclosed by level within the fair
value hierarchy.

The provisions of SFAS No. 157 are effective for financial statements issued for fiscal years beginning after
November 15, 2007, and interim periods within those fiscal years. Earlier application is encouraged, provided that the
reporting entity has not yet issued financial statements for that fiscal year, including any financial statements for an
interim period within that fiscal year. The Company is currently quantifying the impact of SFAS No. 157 on its
financial statements.

3. STOCK BASED COMPENSATION AND PER SHARE INFORMATION

The Company accounts for stock-based compensation under SFAS No. 123R (Revised 2004), Share-Based Payment.
Stock-based compensation expense for the three months ended December 31, 2007 and 2006 was $860 and $782,
respectively, and for the nine months ended December 31, 2007 and 2006, stock-based compensation expense was
$2,493 and $1,985, respectively. The estimated fair value of stock options granted during the three and nine months
ended December 31, 2007 approximated $2,057 and $2,759, respectively, net of expected forfeitures and is being
recognized over their respective vesting periods. During the three and nine months ended December 31, 2007, the
Company recognized $100 and $310, respectively, of expense related to these options.
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The Company has three active share-based compensation plans. These plans are administered by the compensation

committee of the Board of Directors, which approves grants to individuals eligible to receive awards and determines

the number of shares and/or options subject to each award, the terms, conditions, performance measures, and other

provisions of the award. The Chief Executive Officer can also grant individual awards up to certain limits as approved

by the compensation committee. Awards are generally granted based on the individual’s performance. Terms for
stock-option awards include pricing based on the closing price of the Company’s common stock on the award date, and
generally vest over four or five year requisite service periods using a graded vesting schedule. Shares issued under

stock option plans are newly issued common stock. Readers should refer to Note 14 of the consolidated financial

statements in the Annual Report on Form 10-K for the fiscal year ended March 31, 2007 for additional information

related to these share based compensation plans.

During the three and nine months ended December 31, 2007, the Company granted a total of 313,045 and 414,545
stock options, respectively, from the 2006 Stock Option Plan. The Company uses the Black-Scholes-Merton option
pricing model to estimate the fair value of stock-based awards with the following assumptions for the indicated
periods.

Three months Nine months
ended December ended December
31, 2007 31, 2007

Dividend yield - -
Expected Volality 37.2% 37.6%
Risk-Free Interest Rate 3.2% 3.6%
Expected term (in years) 39 4.2
Weighted-average grant-date fair value $ 793 $ 8.27
11
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The assumptions above are based on multiple factors, including historical exercise patterns of employees with respect
to exercise and post-vesting employment termination behaviors, expected future exercise patterns for these employees
and the historical volatility of our stock price and the stock prices of companies in our peer group (Standard Industrial
Classification or “SIC” Code 3823). The expected term of options granted is derived using company-specific, historical
exercise information and represents the period of time that options granted are expected to be outstanding. The
risk-free interest rate for periods within the contractual life of the option is based on the U.S. Treasury yield curve in
effect at the time of grant.

During the nine months ended December 31, 2007, approximately 153,068 stock options were exercised yielding
$1,568 in cash proceeds and no tax benefit recognized as additional paid in capital. During the nine months ended
December 31, 2006, approximately 239,350 stock options were exercised yielding $1,736 in cash proceeds and no tax
benefit recognized as additional paid in capital.

At December 31, 2007, there was $5,518 of unrecognized compensation cost adjusted for estimated forfeitures related
to share-based payments, which is expected to be recognized over a weighted-average period of approximately 2.5
years.

Per Share Information:

Basic per share information is computed based on the weighted average common shares outstanding during each
period. Diluted per share information additionally considers the shares that may be issued upon exercise or conversion
of stock options and warrants, less the shares that may be repurchased with the funds received from their exercise.
There were approximately 1,249,490 and 1,326,662 anti-dilutive weighted shares excluded from the calculation for
the three months ended December 31, 2007 and 2006, respectively, and there were approximately 1,502,718
and 1,015,223 anti-dilutive weighted shares excluded from the calculation for the nine months ended December 31,
2007 and 2006, respectively.

The computation of the basic and diluted net income per share is as follows:

Weighted
Average Shares

Net income in thousands Per-Share

(Numerator) (Denominator) Amount
Three months ended December 31, 2007:
Basic per share information $ 4,904 14,357 $ 0.34
Effect of dilutive securities - 178 -
Diluted per-share information $ 4,904 14,535 $ 0.34
Three months ended December 31, 2006:
Basic per share information $ 5,486 14,177 $ 0.39
Effect of dilutive securities - 224 (0.01)
Diluted per-share information $ 5,486 14,401 $ 0.38
Nine months ended December 31, 2007:
Basic per share information $ 12,016 14,337 $ 0.84
Effect of dilutive securities - 175 (0.01)
Diluted per-share information $ 12,016 14,512 $ 0.83
Nine months ended December 31, 2006:
Basic per share information $ 11,267 14,120 $ 0.80
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Effect of dilutive securities - 291 (0.02)
Diluted per-share information $ 11,267 14,411 $ 0.78

4. INVENTORIES

Inventories, net of inventory reserves for slow moving, obsolete and lower of cost or market exposures at December
31, 2007 and March 31, 2007 are summarized as follows:

December 31,

2007 March 31, 2007
Raw Materials $ 21,765 $ 18,328
Work-in-Process 6,020 5,099
Finished Goods 13,989 13,804
$ 41,774 $ 37,231
Inventory Reserves: $ 3,028 $ 3,158

12
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5. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at cost. Equipment under capital leases is stated at the present value of
minimum lease payments.

Property, plant and equipment are summarized as follows:

December 31,
2007 March 31, 2007 Useful Life
Production equipment & tooling $ 38,727 $ 32,435 3-10 years
Building and leasehold improvements 8,581 7,524 39 years or lesser of useful life
or remaining term of lease

Furniture and equipment 10,827 9,103 3-10 years
Construction-in-progress 7,159 2,603
Total 65,294 51,665
Less: accumulated depreciation and
amortization (29,891) (24,106)

$ 35403 $ 27,559

Total depreciation was $1,541 and $1,367 for the three months ended December 31, 2007 and 2006, respectively.
Total depreciation was $4,505 and $3,909 for the nine months ended December 31, 2007 and 2006, respectively.
Property and equipment included $1,710 and $2,165 in capital leases at December 31, 2007 and March 31, 2007,
respectively. Construction-in-progress at December 31, 2007 and March 31, 2007 includes approximately $3,387 and
$1,588, respectively, related to the construction of the new facility in China.

6. ACQUISITIONS, GOODWILL AND ACQUIRED INTANGIBLES
Recent Acquisitions:

As part of its growth strategy, the Company made twelve acquisitions since June 2004 with total purchase price
exceeding $150,000, of which two acquisitions were made during the year ended March 31, 2007 and two acquisitions
were made during the quarter ended December 31, 2007.

Changes to goodwill relate to new acquisitions and translation adjustments for changes in foreign currency exchange
rates. Goodwill balances presented in the condensed consolidated balance sheets of foreign acquisitions are translated
at the exchange rate in effect at each balance sheet date; however, opening balance sheets used to calculate goodwill
and acquired intangible assets are based on purchase date exchange rates, except for earn-out payments which are
recorded at the exchange rates in effect on the date the earn-out is accrued. The following acquisition summaries
represent acquisitions from the beginning of fiscal 2007 forward. Therefore, goodwill for each acquisition presented
below does not aggregate to reported amounts.

YSI:

Effective April 1, 2006, the Company completed the acquisition of all of the capital stock of YSIS Incorporated (“YSI
Temperature”), a division of YSI Incorporated, for $14,252 ($14,000 in cash at close and $252 in acquisition costs).
YSI Temperature manufactures a range of thermistors for automotive, medical, industrial and consumer goods
applications. The transaction was financed with borrowings under the Company’s Amended and Restated Credit
Facility (See Note 7). The Company’s final purchase price allocation related to the YSI Temperature acquisition
follows:

21



Assets:

Cash

Accounts receivable
Inventory

Prepaid assets and other
Property and equipment
Acquired intangible assets
Goodwill

Other

Liabilities:
Accounts payable
Accrued compensation

Deferred income taxes
Minority interest

Total Purchase Price
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440
3,109
1,672

714
1,134
2,142
7,588

303

17,102

(884)
(780)
(65)
(1,121)
(2.850)
14,252
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BetaTHERM:

Effective April 1, 2006, the Company completed the acquisition of all of the capital stock of BetaTHERM Group Ltd.,
a sensor company headquartered in Galway, Ireland (“BetaTHERM”), for $37,248 ($33,741 in cash at closing, $1,787 in
deferred acquisition payments which were paid in October 2007, $1,000 in Company shares and $720 in acquisition
costs). BetaTHERM manufactures precision thermistors used for temperature sensing in aerospace, biomedical,
automotive, industrial and consumer goods applications. BetaTHERM conducts business through operations located
in Ireland, Massachusetts and China. The transaction was financed with borrowings under the Company’s Amended
and Restated Credit Facility (See Note 7). The Company executed a restructuring of BetaTHERM during the three
months ended March 31, 2007, whereby the ownership of BetaTHERM’s U.S. operation was transferred to
Measurement Specialties, Inc. from BetaTHERM Ireland. This reorganization was part of the acquisition in that it was
a requirement in our Amended and Restated Credit Facility and provided an efficient organizational structure for
operational and tax purposes. The Company’s final purchase price allocation related to the BetaTHERM acquisition
follows:

Assets:
Cash $ 2,388
Accounts receivable 3,180
Inventory 2,521
Property and equipment 3,551
Acquired intangible assets 8,609
Goodwill 25,803
Other 228
46,280
Liabilities:
Accounts payable (1,733)
Accrued expenses (695)
Taxes payable (805)
Debt (3,737)
Deferred income taxes (2,062)
(9,032)
Total Purchase Price $ 37,248
Visyx:

Effective November 20, 2007, the Company acquired certain assets of Visyx Technologies Inc. based in Sunnyvale,

California for $1,616 ($1,400 at close, $100 held-back to cover certain expenses, and $116 in acquisition costs). The

Seller has the potential to receive up to an additional $2,000 in the form of a contingent payment based on successful

commercialization of specified sensors prior to December 31, 2011, and an additional $9,000 earn-out based on a

percentage of sales in calendar years 2009, 2010 and 2011. Visyx has a range of sensors that measure fluid properties,

including density, viscosity and dielectric constant, for use in heavy truck/off road engines and transmissions,

compressors/turbines, refrigeration and air conditioning. Because of the proximity of the Visyx transaction to our

fiscal quarter end, the values of certain assets and accruals are based on preliminary information and are subject to

adjustment as additional information is obtained. The Company’s preliminary purchase price allocation related to the
Visyx acquisition follows:

Assets:

Accounts receivable $ 12
Inventory 10
Acquired intangible assets 1,528
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Goodwill
Total Purchase Price
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66
1,616
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Intersema:

Effective December 28, 2007, the Company completed the acquisition of all of the capital stock of Intersema
Microsystems S.A. (“Intersema”), a sensor company headquartered in Bevaix, Switzerland, for $40,049 ($31,249 in cash
at closing, $8,708 in unsecured Promissory Notes (“Intersema Notes”), and $92 in acquisition costs). The Intersema
Notes bear interest of 4.5% per annum and are payable in four equal annual installments beginning December 28,
2008. The selling shareholders have the potential to receive up to an additional $17,400 tied to 2009 earnings growth
objectives. Intersema is a designer and manufacturer of pressure sensors and modules with low pressure, harsh media
and ultra-small package configurations for use in barometric and sub-sea depth measurement markets. The transaction
was financed with borrowings under the Company’s Amended Credit Facility (See Note 7). Because of the proximity
of the Intersema transaction to our fiscal quarter end, the values of certain assets and accruals are based on preliminary
information and are subject to adjustment as additional information is obtained. The Company’s preliminary purchase
price allocation related to the Intersema acquisition follows:

Assets:
Cash $ 10,744
Accounts receivable 1,183
Inventory 2,980
Other assets 537
Property and equipment 1,846
Acquired intangible assets 16,160
Goodwill 12,571
46,021
Liabilities:
Accounts payable (848)
Accrued compensation (1,329)
Deferred income taxes (3,795)
(5,972)
Total Purchase Price $ 40,049
Acquired Intangibles:

In connection with acquisitions, the Company acquired certain identifiable intangible assets, including customer
relationships, proprietary technology, patents, trade-names, order backlogs and covenants not to compete. The gross
amounts and accumulated amortization, along with the range of amortizable lives, are as follows:

December 31, 2007 March 31, 2007
Lifein =~ Gross Accumulated Gross  Accumulated
years Amount Amortization  Net Amount Amortization  Net
Amortizable intangible assets:

Customer relationships 5-15 $ 26339 $ (4920) $ 21419 % 15474 $ (3,194) $ 12,280
Patents 5-19.5 7,471 (627) 6,844 2,514 (445) 2,069
Tradenames 1.5-3 1,768 (814) 954 1,031 (520) 511
Backlog 1 3,019 (1,832) 1,187 1,780 (1,780) -
Covenants-not-to-compete 3 1,556 (905) 651 903 (824) 79
Proprietary technology 5-15 2,462 (549) 1,913 2,447 (380) 2,067

$ 42615 $ (9,647) $ 32968 $ 24,149 $ (7,143) $ 17,006
Estimated annual amortization expense is as follows:
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Amortization

Fiscal Year Expense
2008 $ 3,694
2009 5,318
2010 4,215
2011 4,056
2012 3,297
Thereafter 12,388

$ 32,968

15
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Pro forma Financial Data (Unaudited):

The following represents the Company’s pro forma consolidated results of continuing operations for the quarter and
nine months ended December 31, 2007 and 2006, assuming the Visyx and Intersema acquisitions occurred as of April
1, 2007 and 2006, giving effect to purchase accounting adjustments. The pro forma data is for informational purposes
only and may not necessarily reflect results of operations had all the acquired companies been operated as part of the
Company since April 1, 2007 and 2006. Additionally, due to the proximity of acquiring Visyx and Intersema to
December 31, 2007, the pro forma data is based on preliminary purchase accounting information.

Three months ended Nine months ended
December 31, December 31,
2007 2006 2007 2006

Net Sales $ 60,638 $ 53,407 $ 178,970 $ 156,852
Income from continuing operations $ 4,531 $ 2,543 $ 10,949 $ 6,769
Income from continuing operations

per common share:

Basic $ 0.32 $ 0.18 $ 0.76 $ 0.48
Diluted $ 0.31 $ 0.13 $ 0.75 $ 0.47

7. LONG-TERM DEBT

To support the financing of the acquisition of Intersema (See Note 6), the Company amended the Amended and
Restated Credit Agreement (“Amended Credit Facility”) with GE Commercial Credit effective December 10, 2007
which, among other things, increased the Company’s existing revolving credit facility from $55,000 to $121,000 and
lowered the applicable London Inter-bank Offered Rate (“LIBOR”) or Index Margin from 2.75% and 1.0%,
respectively, to LIBOR and Index Margins of 2.00% and 0.25%, respectively. Interest accrues on the principal amount
of the borrowings at a rate based on either LIBOR plus a LIBOR margin, or at the election of the borrower, at an
Index Rate (prime based rate) plus an Index Margin. The applicable margins may be adjusted quarterly based on a
change in specified financial ratios. Borrowings under the line are subject to certain financial covenants and
restrictions on indebtedness, dividend payments, financial guarantees, annual capital expenditures, and other related
items. The availability of the revolving credit facility is not based on any borrowing base requirements, but
borrowings may be limited by certain financial covenants. The Company has provided a security interest in
substantially all of the Company’s U.S. based assets as collateral for the Amended Credit Facility. The term loan
portion of our credit facility was not changed with the Amended Credit Facility. At December 31, 2007, the Company
was in compliance with applicable financial covenants.

To support the financing of the acquisitions of YSI Temperature and BetaTherm (See Note 6), effective April 1, 2006,
the Company entered into an Amended and Restated Credit Agreement (“Amended and Restated Credit Facility”’) with
GE Commercial Credit which, among other things, increased the Company’s existing credit facility from $35,000 to
$75,000 and lowered the applicable London Inter-bank Offered Rate (“LIBOR”) or Index Margin from 4.50% and
2.75%, respectively, to LIBOR and Index Margins of 2.75% and 1%, respectively. The term portion of the Amended
Credit Facility totaled $20,000. The term loan is payable in $500 quarterly installments plus interest beginning June 1,
2006 through March 1, 2011, with a final payment of $10,500 payable on April 3, 2011.

As of December 31, 2007, the Company utilized the LIBOR based rate for approximately $82,343, and the balance of
the total credit facility utilized the Index based Rate. The interest rate applicable to borrowings under the revolving
credit facility was approximately 6.94% at December 31, 2007. As of December 31, 2007, the outstanding borrowings
on the revolver, which is classified as long-term debt, were $69,647, and the Company had the right to borrow an
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additional $51,353 under the revolving credit facility. Commitment fees on the unused balance were equal to .375%
per annum of the average amount of unused balances.

Promissory Notes:

In connection with the acquisition of Elekon, the Company issued unsecured promissory notes (“Elekon Notes”) totaling
$3,000, of which $100 was outstanding at March 31, 2007. The Elekon Notes, which amortized over a period of three
years in quarterly installments at an interest rate of 6% per year, were paid in full during the quarter ended September
30, 2007.

In connection with the acquisition of Intersema, the Company issued unsecured promissory notes (‘“Intersema Notes™)
totaling $8,708, of which $2,177 is classified as current at December 31, 2007. The Intersema Notes are payable in

four annual installments of $2,177 beginning December 28, 2008 and bear an interest rate of 4.5% per year.

16
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Long-Term Debt and Promissory Notes:

Below is a summary of the long-term debt and promissory notes outstanding at December 31, 2007 and March 31,
2007:

December 31, March 31,
2007 2007
Prime or LIBOR plus 2.00% or 0.25% five-year term loan with a final
installment due on April 3, 2011 $ 16,500 $ 18,000
Governmental loans from French agencies at no interest and payable based
on R&D expenditures. 851 744
Term credit facility with six banks at an interest rate of 4% payable through
2010. 1,102 1,009
Bonds issued at an interest rate of 3% payable through 2009. 515 467
Term credit facility with two banks at interest rates of 3.9%-4.0% payable
through 2009. 52 94
$ 19,020 $ 20,314
Less current portion of long-term debt 3,106 2,753
$ 15914 $ 17,561
6% promissory notes payable in six quarterly installments through July 1,
2007 $ - $ 100
4.5% promissory note payable in four equal annual installments through
December 28, 2011 8,708 -
Less current portion of promissory notes payable 2,177 100
$ 6,531 $ -

The annual principal payments of long-term debt and revolver as of December 31, 2007 are as follows:

Year Term Other Subtotal Notes Revolver Total

2008 $ 2,000 $ 1,106 $ 3,106 $ 2,177 -3 5,283
2009 2,000 991 2,991 2,177 - 5,168
2010 2,000 326 2,326 2,177 - 4,503
2011 10,500 72 10,572 2,177 69,647 82,396
2012 - 19 19 - - 19
Thereafter - 6 6 - - 6
Total $ 16,500 $ 2,520 $ 19,020 $ 8,708 $ 69,647 $ 97,375
8. INCOME TAXES:

Income tax expense for interim reporting is based on an estimated overall effective tax rate for the year ending March
31, 2008. The Company’s overall effective tax rate during the nine months ended December 31, 2007 is estimated to
have been approximately 28.5% (income tax expense from continuing operations divided by income from continuing
operations less minority interest), as compared to 18.1% during the same period last year. The estimated overall
effective income tax rate for fiscal 2008 has been impacted by the discrete items noted below, and a higher portion of
taxable income expected to be earned in tax jurisdictions with higher tax rates as compared to the prior year. In
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addition to the recent increase in tax rates in China, the shift of taxable earnings is mainly with the forecast of higher
earnings in the United States and Europe, as a result of continued cost controls, operating leverage, and lower interest
expense. The overall estimated effective tax rate is based on expectations and other estimates and involves complex
domestic and foreign tax issues, which are monitored closely, but are subject to change.

During the quarter ended December 31, 2007, the Company recorded two discrete tax credit adjustments totaling
approximately $312. The Company recorded a tax credit adjustment of approximately $137 related to the refinement
of the estimates between the preparation of the prior year tax provision and the filing of the prior year tax returns. The
Company recorded an additional net non-cash tax credit adjustment of $175 related to the revaluation of the net
deferred tax assets for its MEAS China subsidiary due to a tax law change.

During the quarter ended September 30, 2007, the Company recorded a discrete non-cash tax adjustment of

approximately $997 for the revaluation of the net deferred tax assets in Germany resulting from a recently enacted

decrease in tax rates. The Company’s combined tax rate in Germany decreased from 39% to 31%, as a result of the
German Business Tax Reform 2008, which became effective on August 17, 2007. The lower German corporate tax

rates are effective in fiscal 2008. The Company is required by SFAS No. 109, Accounting for Income Taxes,

to revalue the German net deferred tax assets at the lower combined German tax rate. Prior to the combined German

tax rate reduction, the Company's German net deferred tax assets were valued at approximately $4,297 using a

combined German tax rate of 39%, and after the combined German tax rate reduction, the Company’s German net
deferred tax assets reduced to approximately $3,293 using a comb