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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the fiscal quarter ended November 30, 2008

OR

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

ACT OF 1934
Commission File Number: 1-11869

FactSet Research Systems Inc.

(Exact name of registrant as specified in its charter)
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Delaware 13-3362547
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
601 Merritt 7, Norwalk, Connecticut 06851
(Address of principal executive office) (Zip Code)

Registrant s telephone number, including area code: (203) 810-1000

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

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

Large accelerated filer x Accelerated filer ©~ Non-accelerated filer © Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The total number of shares of the registrant s common stock, $.01 par value, outstanding on November 30, 2008 was 47,110,023.
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PARTI FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
FactSet Research Systems Inc.

CONSOLIDATED STATEMENTS OF INCOME Unaudited

Three Months Ended
November 30,

(In thousands, except per share data) 2008 2007
Revenues $ 155,632 $134,175
Operating expenses

Cost of services 53,332 44,943
Selling, general and administrative 50,970 46,735
Total operating expenses 104,302 91,678
Operating income 51,330 42,497
Other income 618 2,042
Income before income taxes 51,948 44,539
Provision for income taxes 16,363 15,140
Net income $ 35,585 $ 29,399
Basic earnings per common share $ 075 $ 061
Diluted earnings per common share $ 073 $ 058
Weighted average common shares (Basic) 47,412 48,381
Weighted average common shares (Diluted) 49,076 50,610

The accompanying notes are an integral part of these consolidated financial statements.
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FactSet Research Systems Inc.

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION Unaudited

November 30,
(In thousands, except share data) 2008
CURRENT ASSETS
Cash and cash equivalents $ 1233856
Investments
Accounts receivable, net of reserves 71,313
Prepaid FactSet Fundamentals database updates current 4,257
Prepaid taxes
Deferred taxes 3,500
Other current assets 4,757
Total current assets 207,683
LONG-TERM ASSETS
Property, equipment and leasehold improvements, at cost 152,011
Less accumulated depreciation and amortization (59,733)
Property, equipment and leasehold improvements, net 92,278
Goodwill 175,196
Intangible assets, net 49,409
Prepaid FactSet Fundamentals database updates non-current 618
Deferred taxes 12,283
Other assets 4,296
TOTAL ASSETS $ 541,763
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 26,606
Accrued compensation 11,641
Deferred fees 21,842
Dividends payable 8,480
Taxes payable 12,162
Total current liabilities 80,731
NON-CURRENT LIABILITIES
Deferred taxes 4,449
Taxes payable 4,604
Deferred rent and other non-current liabilities 19,835
TOTAL LIABILITIES $ 109,619
Commitments and contingencies (See Note 15)
STOCKHOLDERS EQUITY
Preferred stock, $.01 par value, 10,000,000 shares authorized, none issued $
Common stock, $.01 par value, 100,000,000 shares authorized, 57,225,072 and 57,106,926 shares issued;
47,110,023 and 47,968,758 shares outstanding at November 30, 2008 and August 31, 2008, respectively 572
Additional paid-in capital 214,724
Treasury stock, at cost: 10,115,049 and 9,138,168 shares at November 30, 2008 and August 31, 2008,
respectively (353,523)
Retained earnings 594,486
Accumulated other comprehensive (loss) income (24,115)
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August 31,
2008

$ 117,986
25,032
74,859

6,377
1,090
3,271
5,908

234,523

142,392
(51,279)

91,113
187,780
58,333
2,000
10,279
3,246

$ 587,274

$ 22,366
38,095
23,531

8,634

92,626

5,122
3,905
20,150

$ 121,803

571
206,585

(311,248)
567,381
2,182
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TOTAL STOCKHOLDERS EQUITY 432,144 465,471
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 541,763 $ 587,274

The accompanying notes are an integral part of these consolidated financial statements.
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FactSet Research Systems Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS  Unaudited

Three Months Ended
November 30,
(In thousands) 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 35,585 $ 29,399
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 8,455 7,112
Stock-based compensation expense 4,173 2,714
Deferred income taxes (2,796) 2,475
(Gain) loss on sale of assets (130) 88
Tax benefits from share-based payment arrangements (376) (4,320)
Changes in assets and liabilities
Accounts receivable, net of reserves 3,546 (3,410)
Accounts payable and accrued expenses 4,820 (5,016)
Accrued compensation (25,579) (20,911)
Deferred fees (1,689) 3,417)
Taxes payable, net of prepaid taxes 14,946 8,381
Landlord contributions 687 90
Other working capital accounts, net (1,882) 439
Net cash provided by operating activities 39,760 13,624
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales of investments 25,260 4,154
Purchases of investments (3,079)
Insurance proceeds from fixed asset recoveries 175
Purchases of property, equipment and leasehold improvements (9,379) (5,750)
Net cash provided by (used in) investing activities 15,881 (4,500)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend payments (8,586) (5,788)
Repurchase of common stock (42,275) (29,669)
Proceeds from employee stock plans 3,487 7,760
Tax benefits from share-based payment arrangements 376 4,320
Net cash used in financing activities (46,998) (23,377)
Effect of exchange rate changes on cash and cash equivalents (2,773) 341
Net increase (decrease) in cash and cash equivalents 5,870 (13,912)
Cash and cash equivalents at beginning of period 117,986 168,834
Cash and cash equivalents at end of period $123,856  $154,922
The accompanying notes are an integral part of these consolidated financial statements.
5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FactSet Research Systems Inc.

November 30, 2008

(Unaudited)

1. DESCRIPTION OF BUSINESS

FactSet Research Systems Inc. (the Company or FactSet ) is a leading provider of integrated global financial and economic information,
including fundamental financial data on tens of thousands of companies worldwide. FactSet s applications support workflows for buy and
sell-side professionals. These professionals include portfolio managers, research and performance analysts, risk managers, marketing
professionals, sell-side equity research professionals, investment bankers and fixed income professionals. The Company s applications provide
users access to company analysis, multicompany comparisons, industry analysis, company screening, portfolio analysis, predictive risk
measurements, alphatesting, portfolio optimization and simulation, real-time news and quotes and tools to value and analyze fixed income
securities and portfolios.

FactSet combines more than 500 data sets, including content regarding tens of thousands of companies and securities from major markets all
over the globe, into a single online platform of information and analytics. Clients have simultaneous access to content from an array of sources,
which they can combine and utilize in nearly all of the Company s applications. FactSet is also fully integrated with Microsoft Office
applications such as Excel, Word and PowerPoint. This integration allows its users to create extensive custom reports. The Company s revenues
are derived from month-to-month subscriptions to services, databases and financial applications.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Company and its subsidiaries are summarized below.
Basis of Presentation

The accompanying financial data as of November 30, 2008 and for the three months ended November 30, 2008 and 2007 has been prepared by
the Company, without audit, pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States
have been condensed or omitted pursuant to such rules and regulations. The August 31, 2008 Consolidated Statement of Financial Condition was
derived from audited financial statements, but does not include all disclosures required by accounting principles generally accepted in the United
States. However, the Company believes that the disclosures are adequate to make the information presented not misleading. These consolidated
financial statements should be read in conjunction with Management s Discussion and Analysis of Financial Condition and Results of Operations
and the financial statements and notes to them included in the Company s Annual Report on Form 10-K for the fiscal year ended August 31,
2008.

In the opinion of management, the accompanying statements of financial condition and related interim statements of income and cash flows
include all normal adjustments in order to present fairly the results of the Company s operations for the periods presented in conformity with
accounting principles generally accepted in the United States. Certain prior year amounts have been reclassified to conform to current year
presentation.

The accompanying consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All intercompany
activity and balances have been eliminated from the consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates have been made in areas that
include receivable reserves, valuation of goodwill, useful lives and valuation of fixed and intangible assets, accrued compensation, asset
retirement obligations, income and other taxes, stock-based compensation and allocation of purchase price to assets and liabilities acquired.
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Actual results could differ from those estimates.

Revenue Recognition

FactSet revenues are derived from month-to-month subscriptions to services such as workstations (also referred to as users), content and
applications. At the option of investment management clients, FactSet services may be paid either in commissions from securities transactions or
in cash. To facilitate the payment for services in commissions, the Company s
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wholly owned subsidiary, FactSet Data Systems, Inc. ( FDS ), is a member of the Financial Industry Regulatory Authority, Inc. ( FINRA ) and is a
registered broker-dealer under Section 15 of the Securities and Exchange Act of 1934. Services paid in commissions are derived from securities
transactions introduced and cleared on a fully disclosed basis through a designated clearing broker. That is, a client paying subscription charges

on a commission basis directs the clearing broker to credit the commission on the transaction to FDS at the time the client executes a securities
transaction. Clients may also direct commissions to unrelated third party brokers and request payment be transmitted to FactSet to pay for its

services.

FactSet applies Staff Accounting Bulletin No. 104 ( SAB 104 ), Revenue Recognition, to its business arrangements for revenue recognition.
Primarily all clients are invoiced monthly to reflect the actual services provided. Remaining clients are invoiced quarterly or annually in
advance. Subscription revenue is earned each month as the service is rendered to clients on a monthly basis. A provision is estimated for billing
adjustments and cancellation of services. This provision is accounted for as a reduction of revenue, with a corresponding reduction to accounts
receivable. FactSet recognizes revenue when all the following criteria are met:

the client subscribes to FactSet services,

the FactSet service has been rendered and earned during the month,

the amount of the subscription is fixed and determinable based on established rates for each product offering, quoted on an
annualized basis, and

collectibility is reasonably assured.
Under the guidance in SAB 104, the Company s subscriptions represent a single earnings process. Collection of subscription revenues through
FDS s external clearing broker does not represent a separate service or earnings process since FDS is not the principal party to the settlement of
the securities transactions for which the clearing broker charges clearing fees. Clearing fees are recorded as a reduction to revenues in the period
incurred, at the time that a client executes securities transactions through the designated clearing broker. The Company earns the right to recover
the clearing fee from its clients at the time the securities transactions are executed, which is the period in which the clearing fees are incurred.

Amounts that have been earned but not yet paid are reflected on the Consolidated Statements of Financial Condition as accounts receivable, net
of reserves. Amounts invoiced in advance or client payments that are in excess of earned subscription revenues are reflected on the Consolidated
Statements of Financial Condition as deferred fees. As of November 30, 2008, the amount of accounts receivable, net of reserves that was
unbilled totaled $0.5 million, which was billed at the beginning of December 2008.

The Company calculates its receivable reserve through analyzing aged client receivables and reviewing the recent history of client receivable
write-offs. No individual client accounted for more than 3% of total subscriptions as of November 30, 2008. Subscriptions from the ten largest
clients did not surpass 17% of total client subscriptions. As of November 30, 2008 and August 31, 2008, the receivable reserve was $1.7 million,
respectively.

Fair Value of Financial Instruments

In September 2006, the Financial Accounting Standards Board ( FASB ) issued SFAS 157, Fair Value Measurements. SFAS 157 defines fair
value, establishes a framework and gives guidance regarding the methods used for measuring fair value, and expands disclosures about fair value
measurements. In February 2008, the FASB issued FSP 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other
Accounting Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or Measurement under Statement 13.
FSP 157-1 amends SFAS 157 to remove certain leasing transactions from its scope. Effective September 1, 2008, the Company adopted the
measurement and disclosure requirements related to financial assets and financial liabilities. The adoption of SFAS 157 for financial assets and
financial liabilities did not have a material impact on the Company s results of operations or the fair values of its financial assets and liabilities.

FSP 157-2, Effective Date of FASB Statement No. 157, delayed the effective date of SFAS 157 for all non-financial assets and non-financial
liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually), until
the beginning of fiscal 2010. The Company is currently assessing the impact that the application of SFAS 157 to non-financial assets and
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liabilities will have on its results of operations and financial position.

In February 2007, the FASB issued SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities, Including an Amendment
of FASB Statement No. 115, which will permit the measurement of many financial instruments and certain other assets and liabilities at fair value
on an instrument-by-instrument basis (the fair value option). Effective September 1, 2008, FactSet adopted SFAS 159, but the Company has not
elected the fair value option for any eligible financial instruments as of November 30, 2008.
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The Company conducts business outside the U.S. in several currencies including the British Pound Sterling, Euro and Japanese Yen. As such, it
is exposed to movements in foreign currency exchange rates compared to the U.S. dollar. To hedge the financial exposure related to the effects
of foreign exchange rate fluctuations, the Company may utilize derivative instruments (foreign currency forward contracts). The Company does
not enter into foreign exchange forward contracts for trading or speculative purposes.

These hedging programs are not designed to provide foreign currency protection over long time horizons. In designing a specific hedging
approach, FactSet considered several factors, including offsetting exposures, significance of exposures, forecasting risk and potential
effectiveness of the hedge. The gains and losses on foreign currency forward contracts offset the variability in operating expenses associated
with currency movements. These transactions are designated and accounted for as cash flow hedges in accordance with SFAS 133, Accounting
for Derivative Instruments and Hedging Activities. The effective portion of the derivative s gain or loss is initially reported as a component of
accumulated other comprehensive income and then reclassified into operating income when the hedged exposure affects operating income
(when net expenses are recorded).

FactSet has incorporated counterparty risk into the fair value of its derivative assets and its own credit risk into the value of the Company s
derivative liabilities. FactSet calculates credit risk from observable data related to credit default swaps ( CDS ) as quoted by publicly available
information. Counterparty risk is represented by 12-month CDS spreads related to the senior secured debt of the respective bank with whom
FactSet has executed these derivative transactions. Because CDS spread information is not available for FactSet, the Company s credit risk is
determined based on using a simple average of the 12-month CDS spreads for peer companies as determined by FactSet. See Note 7 for
additional disclosure of the use of foreign currency forward contracts by FactSet.

Income Taxes

Effective September 1, 2007, the Company adopted Financial Accounting Standards Board ( FASB ) FIN 48, Accounting for Uncertainty in
Income Taxes, an Interpretation of FASB Statement 109, which provides a comprehensive model for the recognition, measurement and
disclosure in financial statements of uncertain income tax positions that a company has taken or expects to take on a tax return. Under FIN 48,
the Company can recognize the benefit of an income tax position only if itis more-likely-than-not that the tax position will be sustained upon tax
examination, based solely on the technical merits of the tax position as of the reporting date. Otherwise, no benefit can be recognized. The tax
benefits recognized are measured based on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement.
The Company will classify the liability for unrecognized tax benefits as current to the extent that the Company anticipates payment (or receipt)
of cash within one year. Additionally, the Company accrues interest and related penalties, if applicable, on all tax exposures for which reserves
have been established consistent with jurisdictional tax laws. Interest and penalties are classified as income tax expense in the financial
statements. At adoption, companies must adjust their financial statements to reflect only those tax positions that are more-likely-than-not to be
sustained as of the adoption date. Any necessary adjustment is recorded directly to opening retained earnings in the period of adoption and
reported as a change in accounting principle. See Note 13 for information relating to the implementation of this interpretation and other required
disclosures pertaining to uncertain tax positions.

3. NEW ACCOUNTING PRONOUNCEMENTS

In December 2007, the FASB issued SFAS 141 (revised 2007), Business Combinations and SFAS 160, Noncontrolling Interests in Consolidated
Financial Statements an amendment of ARB No. 51. SFAS 141(R) will significantly change current practices regarding business combinations.
Among the more significant changes, SFAS 141(R) expands the definition of a business and a business combination; requires the acquirer to
recognize the assets acquired, liabilities assumed and noncontrolling interests (including goodwill), measured at fair value at the acquisition date;
requires acquisition-related expenses and restructuring costs to be recognized separately from the business combination; requires assets acquired
and liabilities assumed from contractual and non-contractual contingencies to be recognized at their acquisition-date fair values with subsequent
changes recognized in earnings; and requires in-process research and development to be capitalized at fair value as an indefinite-lived intangible
asset. SFAS 160 will change the accounting and reporting for minority interests, reporting them as equity separate from the parent entity s equity,
as well as requiring expanded disclosures. The Company will adopt SFAS 141(R) and SFAS 160 in the first quarter of fiscal 2010 and does not
expect the adoption of these standards to have a material effect on the Company s financial position and results of operations.

In March 2008, the FASB issued SFAS 161, Disclosures about Derivative Instruments and Hedging Activities, an amendment of SFAS 133.
SFAS 161 requires disclosures of how and why an entity uses derivative instruments, how derivative instruments and related hedged items are
accounted for and how derivative instruments and related hedged items
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affect an entity s financial position, financial performance, and cash flows. SFAS 161 is effective for fiscal years beginning after November 15,
2008, with early adoption permitted. The Company will adopt SFAS 161 in the first quarter of fiscal 2010 and does not expect the adoption of
this standard to have a material effect on the Company s financial position and results of operations.

In May 2008, the FASB issued SFAS 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS 162 identifies the sources of
accounting principles and the framework for selecting the principles used in the preparation of financial statements of nongovernmental entities
that are presented in conformity with US generally accepted accounting principles ( GAAP ). The GAAP hierarchy previously resided in the
American Institute of Certified Public Accountants statements on auditing standards, which are directed to the auditor rather than the reporting
entity. SFAS 162 moves the GAAP hierarchy to the accounting literature, thereby directing it to reporting entities since it is the entity (not its
auditor) that is responsible for selecting accounting principles for financial statements that are presented in conformity with GAAP. The
Company will adopt SFAS 162 when it becomes effective which is 60 days following the SEC s approval of the Public Company Accounting
Oversight Board amendments to AU Section 411, The Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles
and does not expect the adoption of this standard to have an effect on the Company s financial position and results of operations.

In May 2008, the FASB issued FASB Staff Position ( FSP ) SFAS 142-3, Determination of the Useful Life of Intangible Assets. The FSP amends
the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible
asset under SFAS 142, Goodwill and Other Intangible Assets. The FSP is intended to improve the consistency between the useful life of an
intangible asset determined under SFAS 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS

141(R) and other U.S. GAAP. The Company will adopt FSP 142-3 in the first quarter of fiscal 2010 and does not expect the adoption of this
standard to have a material effect on the Company s financial position and results of operations.

4. INTANGIBLE ASSETS

The Company s identifiable intangible assets consist primarily of certain acquired content databases, software technology, client relationships,
trade names and non-compete agreements resulting from the acquisitions of the Insyte, LionShares, Mergerstat, CallStreet, JCF, TrueCourse,
DSI, AlphaMetrics, Global Filings, DealMaven and the Thomson Fundamentals businesses in August 2000, April 2001, January 2003, May
2004, September 2004, January 2005, August 2005, September 2005, February 2006, January 2008 and July 2008, respectively. The acquired
businesses and related assets have been fully integrated into the Company s operations. The weighted average useful life of all acquired
intangible assets is 12.9 years at November 30, 2008.

The Company amortizes intangible assets over their estimated useful lives. Amortizable intangible assets are tested for impairment based on
undiscounted cash flows, and, if impaired, written down to fair value based on either discounted cash flows or appraised values. No impairment
of intangible assets has been identified during any of the periods presented. These intangible assets have no assigned residual values. During
fiscal 2009, the Company reassessed the estimated useful lives and classification of its identifiable intangible assets and determined that they are
still appropriate.

The gross carrying amounts and accumulated amortization totals related to the Company s identifiable intangible assets are as follows (in
thousands):

At November 30, 2008 Gross Carrying Amount Accumulated Amortization Net Carrying Amount
Data content $ 41,150 $ 7,018 $ 34,132
Software technology 18,566 10,419 8,147
Client relationships 13,990 7,070 6,920
Trade names 500 415 85
Non-compete agreements 765 640 125
Total $ 74,971 $ 25,562 $ 49,409
Gross Carrying Accumulated Net Carrying

At August 31, 2008 Amount Amortization Amount
Data content $ 47,423 $ 6,980 $ 40,443
Software technology 19,579 9,990 9,589
Client relationships 15,353 7,304 8,049
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Trade names 539 448

Non-compete agreements 837 676

Total $ 83,731 $ 25,398
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There were no intangible assets acquired during the three months ended November 30, 2008. The change in the gross carrying amount of
intangible assets at November 30, 2008 as compared to August 31, 2008 was due to the disposal of fully amortized intangible assets that were no
longer in use by FactSet as of November 30, 2008 and foreign currency translation adjustments.

Amortization expense recorded for intangible assets for the three months ended November 30, 2008 and 2007 was $2.1 million and $1.8 million,
respectively. Estimated intangible asset amortization expense for the remainder of fiscal 2009 and the succeeding years are as follows (in
thousands):

Years Ended August 31, Estimated Amortization Expense
2009 (remaining nine months) $ 6,095
2010 7,632
2011 5,251
2012 4,228
2013 2,882
Thereafter 23,321
Total $ 49,409
5. GOODWILL

Goodwill has resulted from the acquisitions of the Insyte, LionShares, Mergerstat, CallStreet, JCF, TrueCourse, DSI, AlphaMetrics, Global
Filings, DealMaven and Thomson Fundamentals businesses. Goodwill resulting from the acquisitions of LionShares, Mergerstat, TrueCourse
and DSI are income tax-deductible based on the structure of the acquisition. On an ongoing basis, the Company evaluates goodwill at the
reporting unit level for indications of potential impairment. Goodwill is tested for impairment based on the present value of discounted cash
flows, and, if impaired, written down to fair value based on discounted cash flows. Based on the guidance in SFAS 142, Goodwill and Other
Intangible Assets, the Company has determined that there were three reporting units during fiscal years 2008, 2007 and 2006, which are
consistent with the operating segments reported under SFAS 131, Disclosures about Segments of an Enterprise and Related Information because
there is no discrete financial information available for the subsidiaries within each operating segment. The Company s reporting units evaluated
for potential impairment during fiscal years 2009, 2008 and 2007 were U.S., Europe and Asia Pacific, which reflects the level of internal
reporting the Company s uses to manage its business and operations. The Company performed an annual goodwill impairment test during the
fourth quarter of fiscal years 2008, 2007 and 2006 and determined that there had been no impairment.

Changes in the carrying amount of goodwill by segment for the three months ended November 30, 2008 are as follows (in thousands):

U.S. Europe Asia Pacific Total
Balance at August 31, 2008 $99,599 $ 85,174 $ 3,007 $ 187,780
Goodwill acquired during the period
Foreign currency translation adjustments (13,004) 420 (12,584)
Balance at November 30, 2008 $99,599 $ 72,170 $ 3427 $ 175,196

6. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents - Cash and cash equivalents consist of demand deposits and money market investments with maturities of three
months or less at the date of acquisition and are reported at fair value.

Investments - Investments which have maturities greater than three months from the date of acquisition are classified as available-for-sale
securities and are reported at fair value. Unrealized gains and losses on available-for-sale securities are included net of tax in accumulated other
comprehensive income in stockholders equity.
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The Company maintains a portfolio of investments that is managed to preserve principal. Pursuant to the investment guidelines established by
the Company, the Company s investments attempt to achieve high levels of credit quality, liquidity and diversification. The weighted average
duration of the Company s portfolios is managed not to exceed two years. Eligible investments include obligations issued by the U.S. Treasury
and other governmental agencies, money market securities and highly rated commercial paper to be held in the custody of major financial
institutions. Investments such as puts, calls, strips, straddles, short sales, futures, options, commodities, precious metals or investments on
margin are not permitted under the Company s investment guidelines. All investments are denominated in U.S. dollars.
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The following table summarizes the Company s cash and investments at November 30, 2008 (in thousands):

Amortized Gross Fair
Cost Unrealized Gain Value

Cash on hand $ 22,795 $ $ 22,795
U.S Treasury money market funds 24,443 24,443
U.S Government agency money market funds 76,618 76,618
Fixed income securities
Government securities (U.S. Treasuries)
Government agency securities
Asset-back securities
Commercial paper (corporate debt securities)
Publicly traded equity securities
Total cash and investments $ 123,856 $ $ 123,856

The following table summarizes the Company s cash and investments at August 31, 2008 (in thousands):

Amortized Gross Fair
Cost Unrealized Gain Value

Cash on hand $ 42256 $ $ 42,256
U.S Treasury money market funds 24,333 24,333
U.S Government agency money market funds 51,397 51,397
Fixed income securities
Government securities (U.S. Treasuries) 20,355 39 20,394
Government agency securities 4,563 75 4,638
Asset-back securities
Commercial paper (corporate debt securities)
Publicly traded equity securities
Total cash and investments $ 142,904 $ 114 $ 143,018

Investments are recorded at fair value determined from readily available quoted market prices. The Company did not hold any investments as of
November 30, 2008. All of the Company s investments as of August 31, 2008 were classified as available-for-sale securities in accordance with
SFAS 115. Unrealized gains on available-for-sale securities of $0.1 million were included net of tax in accumulated other comprehensive (loss)
income in stockholders equity at August 31, 2008. During the first quarter of fiscal 2009 and 2008, the Company s cash and investment portfolio
did not experience any significant realized or unrealized losses as a result of counterparty credit risk or ratings change.

7. DERIVATIVE INSTRUMENTS

FactSet uses derivative instruments to manage exposures to foreign currency. The Company s primary objective in holding derivatives is to
reduce the volatility of earnings and cash flows associated with changes in foreign currency. These transactions are designated and accounted for
as cash flow hedges in accordance with SFAS 133. The effective portion of the derivative s gain or loss is initially reported as a component of
accumulated other comprehensive income and subsequently reclassified into earnings when the hedged exposure affects earnings. As a result of
the use of derivative instruments, the Company is exposed to counterparty credit risk. To mitigate such risk, FactSet enters into contracts with
only large financial institutions. The Company regularly reviews its credit exposure balances as well as the creditworthiness of the counterparty.
At November 30, 2008, the Company does not expect any losses as a result of default as its counterparty is Bank of America.

During the first quarter of fiscal 2009, FactSet entered into foreign currency forward contracts with maturities up to twelve months to reduce the
short-term effects of foreign currency fluctuations. In designing a specific hedging approach, FactSet considered several factors, including
offsetting exposures, significance of exposures, forecasting risk and potential effectiveness of the hedge. The gains and losses on foreign
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currency forward contracts offset the variability in operating expenses associated with currency movements. There was no discontinuance of
cash flow hedges during the first quarter of fiscal 2009 or fiscal 2008 and as such, no gains or losses were reclassified into earnings.

At November 30, 2008, the aggregated notional amount of all foreign currency forward contracts outstanding was 11.0 million Euros and
14.0 million British Pound Sterling. These hedging programs are not designed to provide foreign currency protection over the long time horizon.
A loss on derivatives for the three months ended November 30, 2008 of $1.7 million
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was recorded into operating income in the Company s Consolidated Statement of Income. There was no gain or loss recorded in the same period
a year ago as the Company s foreign currency exposure was not hedged. The fair value of all derivative instruments recorded in the Company s
Consolidated Statement of Financial Condition at November 30, 2008 and August 31, 2008 was $4.2 million and $0.2 million in other current
liabilities, respectively and $2.8 million and $0.2 million in accumulated other comprehensive loss (income), respectively.

8. FAIR VALUE MEASURES

SFAS 157 provides a framework for measuring fair value and requires expanded disclosures regarding fair value measurements. SFAS 157
defines fair value as the price that would be received from selling an asset or paid to transfer a liability (i.e., the exit price ) in an orderly
transaction between market participants at the measurement date. In determining fair value, SFAS 157 permits the use of various valuation
methodologies, including market, income and cost approaches. SFAS 157 establishes a hierarchy for inputs used in measuring fair value that
maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs be used when
available. The Company considers the principal or most advantageous market in which it would transact and considers assumptions that market
participants would use when pricing the asset or liability.

(a) Fair Value Hierarchy

SFAS 157 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. A financial instrument s categorization within the fair value hierarchy is based upon the lowest
level of input that is significant to the fair value measurement. SFAS 157 establishes three levels of inputs that may be used to measure fair value
based on the reliability of inputs. FactSet has categorized its cash equivalents and derivatives within the hierarchy as follows:

Level 1

Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets or liabilities. These Level 1 assets
and liabilities include FactSet s investments in institutional money-market funds that are classified as cash equivalents. Valuations of these
products do not require a significant degree of judgment.

Level 2

Level 2 applies to assets or liabilities for which there are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability such as quoted prices for similar assets or liabilities in active markets; quoted prices for identical assets or liabilities in markets with
insufficient volume or infrequent transactions (less active markets); or model-derived valuations in which significant inputs are observable or
can be derived principally from, or corroborated by, observable market data. The Company s derivative instruments are classified as Level 2 as
they are not actively traded and are valued using pricing models that use observable market inputs.

Level 3

Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology that are significant to the
measurement of the fair value of the assets or liabilities. Certain assets are classified within Level 3 of the fair value hierarchy because they trade
infrequently and, therefore, have little or no transparency. There were no Level 3 assets or liabilities held by FactSet as of November 30, 2008 or
at adoption of SFAS 157 on September 1, 2008.

(b) Assets and Liabilities Measured at Fair Value on a Recurring Basis

The following table shows by level within the fair value hierarchy the Company s financial assets and liabilities that are accounted for at fair
value on a recurring basis as of November 30, 2008. As required by SFAS 157, financial assets and liabilities are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement. The Company s assessment of the significance of a particular
input to the fair value measurement requires judgment and may affect their placement within the fair value hierarchy levels.

Fair Value Measurements Using
Quoted Prices in  Significant Other Significant Total Balance

Active Observable Unobservable
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Markets Inputs Inputs
for (Level 2) (Level 3)
Identical
Instruments

(Level 1)
Assets
U.S Treasury money market funds $ 24,443 $ $ 24,443
U.S Government agency money market funds 76,618 76,618
Total assets measured at fair value $101,061 $ $ $ 101,061
Liabilities
Derivative liabilities $ $ 4,207 $ $ 4,207
Total liabilities measured at fair value $ $ 4,207 $ $ 4,207
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The Company s institutional money market funds are traded in an active market and the net asset value of each fund on the last day of the quarter
is used to determine its fair value. Valuations of these cash equivalents do not require a significant degree of judgment, and as such, are
classified as Level 1.

Derivative Instruments

The derivative instrument valuations are based primarily on an income approach using spot, forward and interest rates, as well as credit default
swap spreads, all of which are observable inputs. Derivative instruments utilizing Level 2 inputs are foreign exchange forward contracts.

Assets and liabilities measured at fair value on a recurring basis were presented on the Company s Consolidated Statement of Financial Condition
at November 30, 2008 as follows:

Fair Value Measurements Using

Quoted Prices in

Active
Markets
for Significant Other Significant
Identical Observable Unobservable
Instruments Inputs Inputs

(Level 1) (Level 2) (Level 3) Total Balance
Cash and cash equivalents $ 101,061 $ $ $ 101,061
Investments
Total assets measured at fair value $ 101,061 $ $ $ 101,061
Accounts payable and accrued liabilities (derivative liabilities) $ $ 4,207 $ $ 4,207
Total liabilities measured at fair value $ $ 4207 $ $ 4,207

9. COMMON STOCK AND EARNINGS PER SHARE

On November 17, 2008, the Company announced a regular quarterly dividend of $0.18 per share. The cash dividend was paid on December 16,
2008, to common stockholders of record on November 28, 2008. Shares of common stock outstanding were as follows (in thousands):

Three Months Ended
November 30,
2008 2007
Balance at September 1 47,969 48,349
Common stock issued for employee stock plans 118 331
Repurchase of common stock 977) (448)
Balance at November 30 47,110 48,232

Earnings per Share

Basic earnings per share ( EPS ) is computed using the weighted average number of common shares outstanding during the period. Diluted net
income per share is computed using the weighted average number of common shares and dilutive potential common shares outstanding during
the period. Dilutive potential common shares consist of employee stock options and restricted common stock. SFAS 128, Earnings per Share,
requires that employee equity share options, non-vested shares and similar equity instruments granted by the Company be treated as potential
common shares outstanding in computing diluted earnings per share. Diluted shares outstanding include the dilutive effect of in-the-money
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options which is calculated based on the average share price for each fiscal period using the treasury stock method. Under the treasury stock
method, the exercise price paid by the optionee, future stock-based compensation expense that the Company has not yet recognized, and the
amount of tax benefits that would be recorded in additional paid-in capital when the award becomes deductible are assumed to be used to
repurchase shares. A reconciliation between the weighted average shares outstanding used in the basic and diluted earnings per share
computations is as follows (in thousands, except per share data):
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Weighted
Average
Common Per
Net Income Shares Share
(Numerator) (Denominator) Amount
For the three months ended November 30, 2008
Basic EPS
Income available to common stockholders $ 35,585 47,412 $ 0.75
Diluted EPS
Dilutive effect of stock options and restricted stock 1,664
Income available to common stockholders plus assumed conversions $ 35,585 49,076 $ 073
For the three months ended November 30, 2007
Basic EPS
Income available to common stockholders $ 29,399 48,381 $ 0.6l
Diluted EPS
Dilutive effect of stock options and restricted stock 2,229
Income available to common stockholders plus assumed conversions $ 29,399 50,610 $ 0.58

Dilutive potential common shares consist of stock options and unvested restricted stock awards. For the three months ended November 30, 2008,
1,342,005, stock options were excluded from the calculation of diluted earnings per share because their inclusion would have been anti-dilutive.

No stock options were excluded from the calculation of diluted earnings per share for the three months ended November 30, 2007. No restricted

stock awards were excluded from the calculation of diluted earnings per share for the three months ended November 30, 2008 or 2007.

For the three months ended November 30, 2008 and 2007, 1,916,373 and 1,777,072, respectively, of performance-based stock option grants
were excluded from the calculation of diluted earnings per share in accordance with SFAS 128. As indicated in SFAS 128, performance-based
stock options should be omitted from the calculation of diluted earnings per share until the performance criteria have been met. The criteria have
not yet been met at November 30, 2008 or 2007 for performance-based stock options granted in fiscal 2008 and 2007, respectively.

10. STOCKHOLDERS EQUITY
Share Repurchase Program

On January 25, 2008, the Company s Board of Directors approved an expansion of the existing share repurchase program by an additional $125
million. At that time, the Company completed the $100 million expansion to the existing share repurchase program authorized by the Board on
March 19, 2007. Repurchases will be made from time to time in the open market and privately negotiated transactions, subject to market
conditions. No minimum number of shares to be repurchased has been fixed. There is no timeframe to complete the repurchase program and it is
expected that share repurchases will be paid using existing and future cash generated by operations. During the three months ended

November 30, 2008, the Company repurchased 1.0 million shares for $42.3 million under the program. At November 30, 2008, $63 million
remains authorized for future share repurchases.

Preferred Stock

At November 30, 2008 and August 31, 2008, there were 10,000,000 shares of preferred stock (par value $0.01 per share) authorized, of which no
shares were issued and outstanding. FactSet s Board of Directors may from time to time authorize the issuance of one or more series of preferred
stock and, in connection with the creation of such series, determine the characteristics of each such series including, without limitation, the
preference and relative, participating, optional or other special rights, and the qualifications, limitations or restrictions of the series.
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Three months ended

Comprehensive Income (in thousands) November 30,

2008 2007
Net income $ 35,585 $ 29,399
Changes in unrealized gains and losses on investments, net of tax (71) 74
Foreign currency translation adjustments (23,679) 4,426
Net unrealized loss on cash flow hedges, net of tax (2,547)
Comprehensive Income $ 9,288 $ 33,899

November 30, August 31,

Accumulated Other Comprehensive (Loss) Income (in thousands) 2008 2008
Accumulated unrealized gains and losses on investments, net of tax $ $ 72
Accumulated foreign currency translation adjustments (21,361) 2,316
Accumulated unrealized loss on cash flow hedges, net of tax (2,754) (206)
Total accumulated other comprehensive (loss) income $ (24,115) $ 2,182

11. EMPLOYEE STOCK OPTION AND RETIREMENT PLANS

Stock Option Plans

Stock Option Awards

Options granted without performance conditions under the Company s stock option plans (the Option Plans ) expire either seven or ten years from
the date of grant and the majority vest at a rate of 20% after the first year and 1.67% per month thereafter for years two through five. Options
become vested and exercisable provided the employee continues employment with the Company through the applicable vesting date, and remain
exercisable until expiration or cancellation. Options granted with performance conditions under the Company s 2004 Stock Option Plan expire
seven years from the date of grant and vest at a rate of 40% after the first two years and 1.67% per month thereafter for years three through five.
Options generally are not transferable or assignable other than by will or the laws of descent and distribution. During the grantee s lifetime, they
may be exercised only by the grantee.

General Option Activity

There were 329,857 employee stock options granted during the three months ended November 30, 2008 at prices which ranged from $35.80 to
$42.72. At November 30, 2008, there were 3,278,000 shares available for future grants under the Option Plans.

A summary of stock option activity follows (in thousands, except per share data):

Options Available Number Weighted Average

for Grant Outstanding Exercise Price Per Share
Balance at August 31, 2008 3,562 8,916 $ 40.11
Granted (330) 330 $ 36.00
Exercised (79) $ 16.74
Forfeited 46 (46) $ 52.69
Balance at November 30, 2008 3,278 9,121 $ 40.10

The total number of in-the-money options exercisable as of November 30, 2008 was 4.1 million with a weighted average exercise price of
$22.42. As of August 31, 2008, 4.6 million in-the-money outstanding options were exercisable with a weighted average exercise price was
$25.12.

The aggregate intrinsic value represents the difference between the Company s closing stock price of $40.00 as of November 30, 2008 and the
exercise price multiplied by the number of options exercisable as of that date. The aggregate intrinsic value of in-the-money stock options
exercisable at November 30, 2008 and August 31, 2008 was $71.5 million and $172.5 million, respectively. The total pre-tax intrinsic value of
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stock options exercised during the three months ended November 30, 2008 and 2007 was $2.0 million and $14.5 million, respectively.

Performance-based Stock Awards

Performance-based stock options require management to make assumptions regarding the likelihood of achieving Company performance targets.
The number of performance-based options that vest will be predicated on the Company achieving
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performance levels for both organic annual subscription value ( ASV ) and diluted earnings per share during the two fiscal years subsequent to the
date of grant. Dependent on the financial performance levels attained by FactSet during the two subsequent fiscal years, 0%, 20%, 60% or 100%

of the performance-based stock options will vest to the grantees of those stock options. There is no current guarantee however that such options
will vest in whole or in part.

August 2007 Performance-based Option Grant Review

In August 2007, the Company granted 896,194 performance-based employee stock options. The number of performance-based options that vest
is based on the Company achieving performance levels for both organic ASV and diluted earnings per share during the two fiscal years ended
August 31, 2009. At November 30, 2008 the Company estimated that none of the performance-based stock options will vest. This results in zero
unamortized stock-based compensation expense as of November 30, 2008. The Company s estimate considered the current environment in and
the potential adverse impact on many of its clients from the dislocation in the global equity and credit markets. A change in the financial
performance levels achieved by FactSet could result in the following changes to the Company s current estimate of the vesting percentage and
related expense (in thousands):

Total
Unamortized Average
Stock-based Remaining
Compensation Quarterly
Expense at One-time Expense to
Vesting Percentage November 30, 2008 Adjustment (A) be Recognized
0% $ $ $
20% $ 1,908 $ 1,202 $ 127
60% $ 5,724 $ 3,606 $ 381
100% $ 9,540 $ 6,010 $ 635

(A) Amounts represent the one-time cumulative adjustment to be recorded if there had been a change in the vesting percentage as of
November 30, 2008. The one-time cumulative adjustment increments each quarter by the amount stated in the average remaining quarterly
expense to be recognized column.

August 2008 Performance-based Option Grant Review

In August 2008, the Company granted 1,058,981 performance-based employee stock options. The number of performance-based options that
vest is based on the Company achieving performance levels for both organic ASV and diluted earnings per share during the two fiscal years
ended August 31, 2010. At November 30, 2008, the Company estimated that 20% or 211,796 of the performance-based stock options will vest
which results in stock-based compensation expense of $3.2 million to be recognized over the next fifty-seven months as of November 30, 2008.
A change in the actual financial performance levels achieved by FactSet could result in the following changes to the Company s current estimate
of the vesting percentage and related expense (in thousands):

A)

Total
Unamortized Average
Stock-based Remaining
Compensation Quarterly
Expense at One-time Expense to
Vesting Percentage November 30, 2008 Adjustment (A) be Recognized
0% $ $ (308) $
20% $ 3,204 $ $ 170
60% $ 9,612 $ 616 $ 510
100% $ 16,020 $ 1,235 $ 850
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Amounts represent the one-time cumulative adjustment to be recorded if there had been a change in the vesting percentage as of
November 30, 2008. The one-time cumulative adjustment increments each quarter by the amount stated in the average remaining quarterly
expense to be recognized column.

Employee Stock Purchase Plan

On December 16, 2008, the Company s stockholders ratified the adoption of the FactSet Research Systems Inc. 2008 Employee Stock Purchase
Plan (the Purchase Plan ). A total of 500,000 shares have been reserved for issuance under the 2008 Purchase Plan. There is no expiration date
for the 2008 Plan. Shares of FactSet common stock may be purchased by eligible employees under the Purchase Plan in three-month intervals at
a purchase price equal to at least 85% of the lesser of the fair market value of the Company s common stock on either the first day or the last day
of each three-month offering period. Employee purchases may not exceed 10% of their gross compensation during an offering period.

Employees purchased 39,166 shares at a price of $34.00 during the first quarter of fiscal 2009. At November 30, 2008, 552,672 shares were
collectively reserved for future issuance under the 2001 Employee Stock Purchase Plan and the 2008 Employee Stock Purchase Plan.
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