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1934
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OR
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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x  No o
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every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
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this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes ¨  No ¨

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

Large Accelerated
Filer o Accelerated Filer o Non-Accelerated Filer

¨
Smaller reporting
company  T

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
o  No x

As of May 10, 2010, 10,049,539 shares of Common Stock of the registrant were issued and outstanding.
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Part I.     Financial Information

Item 1.   Financial Statements

HEMACARE CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

March 31, December 31,
2010 2009

(Unaudited)
Assets

 Current assets:
 Cash and cash equivalents $ 1,619,000 $ 1,007,000
 Accounts receivable, net of allowance for
 doubtful accounts of $90,000 in 2010 and
$87,000 in 2009 3,579,000 3,669,000
 Product inventories and supplies 1,237,000 870,000
 Prepaid expenses 414,000 558,000
 Assets held for sale 215,000 215,000
 Other receivables 22,000 56,000
 Total current assets 7,086,000 6,375,000
 Plant and equipment, net of accumulated
 depreciation and amortization of $6,924,000 in
2010 and
 $6,654,000 in 2009 3,909,000 4,035,000
 Other assets 161,000 165,000
 Total assets $ 11,156,000 $ 10,575,000

Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable $ 1,813,000 $ 1,601,000
Accrued payroll and payroll taxes 1,029,000 583,000
Other accrued expenses 287,000 217,000
Liabilities related to assets held for sale 2,061,000 2,049,000
      Total current liabilities 5,190,000 4,450,000
Deferred rent 585,000 600,000
Shareholders' equity:
Common stock, no par value - 20,000,000 shares
authorized,
10,049,539 issued and outstanding in 2010 and
2009 16,396,000 16,336,000
Accumulated deficit (11,015,000 ) (10,811,000 )
Total shareholders' equity 5,381,000 5,525,000
Total liabilities and shareholders' equity $ 11,156,000 $ 10,575,000

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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HEMACARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF (OPERATIONS) INCOME

(UNAUDITED)

For the Three Months
Ended March 31,

2010 2009
Revenues
Blood services $ 6,071,000 $ 7,858,000
Therapeutic services 1,776,000 1,853,000
Total revenues 7,847,000 9,711,000

Operating costs and expenses
Blood services 5,126,000 6,789,000
Therapeutic services 1,333,000 1,387,000
Total operating costs and expenses 6,459,000 8,176,000

Gross profit 1,388,000 1,535,000

General and administrative expenses 1,580,000 1,451,000

(Loss) income from continuing operations before
income taxes (192,000 ) 84,000

Provision for income taxes - 3,000

(Loss) income from continuing operations (192,000 ) 81,000

Discontinued Operations:
Loss from discontinued operations  (12,000 ) (12,000 ) 
Net (loss) income $ (204,000 ) $ 69,000

(Loss) income per share
Basic and diluted
Continuing operations $ (0.02 ) $ 0.01
Discontinued operations $ - $ -
Total $ (0.02 ) $ 0.01

Weighted average shares outstanding-basic 10,049,539 9,903,622

Weighted average shares outstanding-diluted 10,049,539 9,974,622

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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HEMACARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

For the Three Months
Ended March 31,

2010 2009
Cash flows from operating activities:
Net (loss) income $ (204,000 ) $ 69,000
Adjustments to reconcile net (loss) income to net
cash
provided by operating activities:
Loss from discontinued operations 12,000 12,000
Provision for (recovery of) bad debts 3,000 (31,000 )
Depreciation and amortization 284,000 248,000
Loss on disposal of assets 3,000 -
Share-based compensation 60,000 54,000

Changes in operating assets and liabilities:
Decrease in accounts receivable 87,000 723,000
(Increase) decrease in inventories, supplies and
prepaid expenses (223,000 ) 53,000
Decrease in other receivables 34,000 15,000
Decrease in other assets 4,000 1,000
Increase in accounts payable, accrued payroll,
accrued expenses
   and deferred rent 713,000 482,000
Net cash provided by operating activities 773,000 1,626,000

Cash flows from investing activities:
Proceeds from the sale of plant and equipment 1,000 -
Purchases of plant and equipment (162,000 ) (94,000 )
Net cash used in investing activities (161,000 ) (94,000 )

Cash flows from financing activities:
Principal payments on notes payable - (2,226,000 )
Net cash used in financing activities - (2,226,000 )

Net cash provided by (used in) continuing
operations 612,000 (694,000 )

Cash Flows - Discontinued Operations
Net cash used in operating activities - (12,000 )
Net cash used in discontinued operations - (12,000 )

Increase (decrease) in cash and cash equivalents 612,000 (706,000 )
Cash and cash equivalents at beginning of period 1,222,000 1,215,000
Cash and cash equivalents at end of period 1,834,000 509,000
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Cash and cash equivalents - Continuing
operations 1,619,000 197,000
Cash and cash equivalents - Assets held for sale 215,000 312,000
Total cash and cash equivalents $ 1,834,000 $ 509,000

Supplemental disclosure:
Interest paid $ - $ 28,000
Income taxes refunded $ (10,000 ) $ (12,000 )

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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  HemaCare Corporation
  Notes to Unaudited Condensed Consolidated Financial Statements

Note 1—Basis of Presentation and General Information

BASIS OF PRESENTATION

In the opinion of management, the accompanying (a) condensed consolidated balance sheet as of December 31, 2009,
which has been derived from audited financial statements, and (b) the unaudited interim condensed consolidated
financial statements for the three months ended March 31, 2010 and 2009, include all adjustments (consisting of
normal recurring accruals) which management considers necessary to present fairly the financial position of the
Company as of March 31, 2010 and December 31, 2009, the results of its operations for the three months ended
March 31, 2010 and 2009, and its cash flows for the three months ended March 31, 2010 and 2009 in conformity with
accounting principles generally accepted in the United States (“GAAP”).

These financial statements have been prepared consistently with the accounting policies described in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2009, as filed with the Securities and Exchange
Commission (“SEC”) on March 23, 2010 which should be read in conjunction with this Quarterly Report on Form 10-Q.
The notes from the consolidated financial statements for 2009 are incorporated by reference from the Notes to
Consolidated Financial Statements as of December 31, 2009 as described in the Company’s Annual Report on
Form 10-K. The results of operations for the three months ended March 31, 2010 are not necessarily indicative of the
consolidated results of operations to be expected for the full fiscal year ending December 31, 2010. The above
unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the
SEC. Certain information and note disclosures normally included in annual financial statements prepared in
accordance with GAAP have been condensed or omitted pursuant to those rules and regulations, although the
Company believes that the disclosures made are adequate to make the information not misleading.

USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP 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. Estimates also affect the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Revenue and Accounts Receivable: Revenue is recognized upon acceptance of blood products or the performance of
therapeutic services. Occasionally the Company receives advance payment against future delivery of blood or
services. Until the related products or services are delivered, the Company records advance payments as deferred
revenue, which appears as a current liability on the balance sheet. Therapeutic services revenue consists primarily of
mobile therapeutic procedure fees, while blood services revenue consists primarily of sales of single donor platelets,
whole blood components or other blood products that are manufactured or purchased and distributed by the Company.
Accounts receivable are reviewed periodically for collectability. The Company estimates an allowance for doubtful
accounts based on balances owed that are 90 days or more past due from the invoice date, unless evidence exists, such
as subsequent cash collections, that specific amounts are collectable. In addition, balances less than 90 days past due
are reserved based on the Company’s recent bad debt experience.

4
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

Inventories and Supplies: Inventories consist of Company-manufactured platelets, whole blood components and other
blood products, as well as component blood products purchased for resale. Supplies consist primarily of medical
supplies used to collect and manufacture products and to provide therapeutic services. Inventories are stated at the
lower of cost or market and are accounted for on a first-in, first-out basis. Management estimates the portion of
inventory that might not have future value by analyzing historical sales for the twelve months prior to any balance
sheet date. For each inventory type, management establishes an obsolescence reserve equal to the value of inventory
quantity in excess of twelve months of historical sales quantity, using the first-in, first-out inventory valuation
methodology. The Company did not record any reserves for obsolete inventory as of March 31, 2010 or as of
December 31, 2009.

Financial Instruments:  On January 1, 2009, the Company adopted all of the provisions of Financial Accounting
Standards Board Accounting Standards Codification, (“ASC”).  ASC Topic 820, Fair Value Measurements and
Disclosures (“ASC 820”) which provides guidance on how to measure assets and liabilities that use fair value.  ASC 820
defines fair value, establishes a framework for measuring fair value in accordance with GAAP, and expands
disclosures about fair value measurements. The full adoption of ASC 820 did not have a material impact on the
Company’s financial statements.

Share-Based Compensation: Pursuant to ASC Topics 505 and 718, Equity and Stock Based Compensation, an entity
shall account for share-based compensation transactions with employees in accordance with the fair-value-based
method, that is, the cost of services received from employees in exchange for awards of share-based compensation
generally shall be measured based on the grant-date fair value of the equity instruments issued or on the fair value of
the liabilities incurred.

The Company’s assessment of the estimated fair value of share-based payments is impacted by the price of the
Company’s stock, as well as assumptions regarding a number of complex and subjective variables and the related tax
impact. Management calculated fair value based on fair value of the stock at the date of issuance for restricted stock
and restricted stock units. Management utilized the Black-Scholes model to estimate the fair value of share-based
payments granted. Valuation techniques used for employee share options and similar instruments estimate the fair
value of those instruments at a single point in time (for example, at the grant date). The assumptions used in a fair
value measurement are based on expectations at the time the measurement is made, and those expectations reflect the
information that is available at the time of measurement.

The Black-Scholes valuation model was developed for use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. This model also requires the input of highly subjective assumptions
including:

(a)The expected volatility of the common stock price, which was determined based on historical volatility of the
Company’s common stock;

(b) expected dividends, which are not anticipated;
(c) expected life, which is estimated based on the historical exercise behavior of employees; and
(d) expected forfeitures.

In the future, management may elect to use different assumptions under the Black-Scholes valuation model or a
different valuation model, which could result in a significantly different impact on earnings.

The Company currently uses the 2006 Equity Incentive Plan (“2006 Plan”), approved by shareholders at the 2006 annual
meeting, to grant stock options and other share-based payments. At the March 11, 2010 meeting of the Board of
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Directors, the non-employee directors were awarded, pursuant to the Company’s director compensation policy, their
2010 annual stock option grants utilizing the closing stock price on March 11, 2010, the date of the meeting. Since this
grant was intended as compensation for annual service, and since the vesting policy requires quarterly vesting of
non-employee director options, the Company recorded $20,000 of share-based compensation for the three months
ended March 31, 2010, utilizing the Black-Scholes valuation model.

5
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

Income Taxes: The process of preparing the financial statements requires management estimates of income taxes in
each of the jurisdictions that the Company operates. This process involves estimating current tax exposure together
with assessing temporary differences resulting from differing treatment of items for tax and accounting purposes.
These differences result in deferred tax assets and liabilities, which are included in the balance sheet. Pursuant to ASC
Topic 740, Income Taxes, the Company utilizes an asset and liability approach that requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences of events that have been recognized in the
Company’s financial statements or tax returns. Management must assess the likelihood that the deferred tax assets or
liabilities will be realized for future periods, and to the extent management believes that realization is not likely, must
establish a valuation allowance. To the extent a valuation allowance is created or adjusted in a period, the Company
must include an expense or benefit within the tax provision in the statements of operations.

Significant management judgment is required in determining the provision for income taxes, deferred tax assets and
liabilities and any valuation allowance recorded against net deferred tax assets. It is possible that a selection of
different input variables could produce a materially different estimate of the provision, asset, liability and valuation
allowance.

Based on management’s analysis of the Company’s recent performance, management determined that there was
insufficient evidence of guaranteed future profitability to insure that the Company would realize any benefit from the
deferred tax assets.  Therefore, as of March 31, 2010, the Company continued to record a 100% valuation reserve
against all of the deferred tax assets.

CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at various financial institutions. Deposits not exceeding $250,000 for each
institution are insured by the Federal Deposit Insurance Corporation. At March 31, 2010, the Company had
$1,365,000 of uninsured cash and at December 31, 2009, the Company had uninsured cash of $754,000.  Cash and
cash equivalents for continuing operations on March 31, 2010 were $1,619,000.

RECENT ACCOUNTING PRONOUNCEMENTS

The Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2010-09, Subsequent
Events (Topic 855): Amendments to Certain Recognition and Disclosure Requirements. The amendments in the ASU
remove the requirement for an SEC filer to disclose a date through which subsequent events have been evaluated in
both issued and revised financial statements.  All of the amendments in the ASU were effective upon issuance
(February 24, 2010) except for the use of the issued date for conduit debt obligors. That amendment is effective for
interim or annual periods ending after June 15, 2010. The adoption of this standard did not materially impact the
Company’s financial position, results of operations or cash flows.

The FASB issued ASU 2010-08, Technical Corrections to Various Topics.. This ASU resulted from a review by the
FASB of its standards to determine if any provisions are outdated, contain inconsistencies, or need clarifications to
reflect the FASB’s original intent. The FASB believes the amendments do not fundamentally change U.S. GAAP. This
ASU contains various effective dates. The clarifications of the guidance on embedded derivatives and hedging
(Subtopic 815-15) are effective for fiscal years beginning after December 15, 2009. The amendments to the guidance
on accounting for income taxes in a reorganization (Subtopic 852-740) applies to reorganizations for which the date of
the reorganization is on or after the beginning of the first annual reporting period beginning on or after December 15,
2008. All other amendments are effective as of the first reporting period (including interim periods) beginning after
the date this ASU was issued (February 2, 2010). The adoption of this standard did not materially impact the
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

In January 2010, the FASB issued ASU 2010-06, Fair Value Measurements and Disclosures (Topic 820)—Improving
Disclosures about Fair Value Measurements, which amends FASB codification Subtopic 820-10, Fair Value
Measurements and Disclosures.  The amendments in this update require separate disclosure of the amounts of
significant transfers in and out of Level 1 and Level 2 fair value measurements and describe the reasons for fair value
measurements using significant unobservable inputs (Level 3), as well as disclosure of the level of disaggregation and
valuation techniques and inputs. This update also includes conforming amendments to the guidance on employers'
disclosures about postretirement benefit plan assets (FASB Codification Subtopic 715-20). These amendments are
effective for annual reporting periods beginning after December 15, 2009.  The adoption of this standard did not
materially impact the Company’s financial position, results of operation or cash flows.

Note 2—Inventory

Inventories consist of Company-manufactured platelets, whole blood components and other blood products, as well as
component blood products purchased for resale. Supplies consist primarily of medical supplies used to collect and
manufacture products and to provide therapeutic services. Inventories are stated at the lower of cost or market and are
accounted for on a first-in, first-out basis.
Inventories are comprised of the following as of:

March 31, December 31,
2010 2009

Supplies $ 810,000 $ 691,000
Blood products 427,000 179,000
Total $ 1,237,000 $ 870,000

Note 3 – Resignation of Chief Executive Officer and Chief Financial Officer

On February 26, 2010, John Doumitt resigned as the Company’s Chief Executive Officer, and as a member of the
Company’s Board of Directors.  In exchange for a release of any employment-related claims Mr. Doumitt could assert
against the Company, the Company agreed to pay Mr. Doumitt $63,000 on April 9, 2010.  On February 27, 2010, the
Company's Board of Directors promoted Pete van der Wal, then serving as the Company’s Vice President of Sales and
Marketing, to serve as President and Chief Executive Officer, and appointed Mr. van der Wal to serve on the
Company’s Board of Directors.

Effective March 26, 2010, Robert S. Chilton resigned as the Company’s Chief Financial Officer, and as a member of
the Company’s Board of Directors.  In exchange for a release of any employment-related claims Mr. Chilton could
assert against the Company, the Company agreed to pay Mr. Chilton $115,000 on April 26, 2010.  On March 11,
2010, the Company's Board of Directors named Pete van der Wal, then serving as the Company’s President and Chief
Executive Officer, as Chief Financial Officer.

7
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

In the first quarter of 2010, the Company recognized a charge to general and administrative expenses including
payroll taxes of $184,000 as the total cost of the separation obligation to Mr. Doumitt and Mr. Chilton.  This amount
is included as accrued payroll and payroll taxes on the Company’s balance sheet as of March 31, 2010.

Note 4 - Discontinued Operations

On November 5, 2007, the Board of Directors of the Company’s wholly owned subsidiary, HemaCare BioScience, Inc.
(“HemaBio”), in consultation with, and with the approval of, the Board of Directors of the Company, decided that it was
in the best interest of HemaBio’s creditors to close all operations of HemaBio. On December 4, 2007, HemaBio
executed an Assignment for Benefit of Creditors, under Florida Statutes Section 727.101 et seq. (“Assignment”),
assigning all of its assets to an assignee, who is responsible for taking possession of, protecting, preserving, and
liquidating such assets and ultimately distributing the proceeds to creditors of HemaBio according to their priorities as
established by Florida law. The assignee continues to fulfill his obligations under the Assignment, but has not
concluded his efforts to liquidate all of the assets or complete a final distribution of all proceeds to HemaBio’s
creditors.

When the Company acquired HemaBio, two former HemaBio investors, Dr. Lawrence Feldman and Dr. Karen Raben,
each held a $250,000 note from HemaBio.  Both of these notes require four equal annual installments of $62,500, plus
accrued interest, commencing August 29, 2007, until paid and pay interest at 7% annually, and are secured by all of
the assets of HemaBio.

HemaBio failed to pay the first installments due to Drs. Feldman and Raben on August 29, 2007 of $160,000, which
included $35,000 in accrued interest.  Under the terms of the promissory notes between HemaBio and Drs. Feldman
and Raben, failure to pay any of the scheduled payments when due causes the entire unpaid balance, including unpaid
interest, to become immediately due and payable, and causes the stated interest rate on both notes to increase to 10%
per annum.  Therefore, since August 29, 2007, HemaBio, now shown as discontinued operations, recognized accrued
interest expense on the outstanding balance on both notes at an interest rate of 10%, which totaled $12,000 for the
three months ended March 31, 2010.

As of March 31, 2010, HemaBio’s default on the notes to Drs. Feldman and Raben remains unresolved.
In accordance with GAAP, the results of operations of HemaBio, along with an estimate of all closure related costs
were recorded in 2007.  The following is the breakdown of the assets held for sale and the liabilities related to the
assets held for sale for the discontinued operations as of March 31, 2010 and December 31, 2009:

8
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

HEMACARE BIOSCIENCE, INC
Discontinued Operations

March 31, December 31
2010 2009

Assets held for sale
Cash and cash equivalents $ 215,000 $ 215,000
Total assets held for sale $ 215,000 $ 215,000

Liabilities related to assets held for sale
Accounts payable $ 779,000 $ 779,000
Accrued payroll and payroll taxes 603,000 603,000
Accrued interest 179,000 167,000
Notes payable 500,000 500,000
Total liabilities related to assets held
for sale $ 2,061,000 $ 2,049,000

When the Board of Directors of HemaBio authorized the execution of the Assignment, HemaBio conveyed all of its
assets, defined as “all real property, fixtures, goods, stock inventory, equipment, furniture, furnishings, accounts
receivable, bank deposits, cash, promissory notes, cash value and proceeds of insurance policies, claims and demands”,
to the Assignee.  The Assignee is then responsible for liquidating any non-monetary assets, for the purpose of
eventually satisfying any and all creditor claims against HemaBio.  Unlike a federal bankruptcy proceeding, the
Florida Assignment process does not stay any legal action the creditors might choose to force HemaBio to pay claims.

Therefore, management concluded that given the liabilities remain outstanding throughout the Assignment, it was
appropriate to keep these liabilities on the books of HemaBio as outstanding until such time as the Assignee pays
these claims, or the claimants rights to pursue claims expires pursuant to the Florida statute of limitations.

Management analyzed all of the claims submitted to the Assignee, and after reviewing the applicable Florida statute of
limitations, management determined that the claimant’s rights to pursue claims would not expire until November 2011
at the earliest. Therefore, management concluded that none of the claims against HemaBio can be removed as of
March 31, 2010.

Note 5—Line of Credit and Notes Payable

On April 10, 2008, the Company, together with the Company’s subsidiary Coral Blood Services, Inc., entered into a
Credit and Security Agreement (“Wells Agreement”) with Wells Fargo Bank (“Wells Fargo”) to provide a $4.75 million,
revolving line of credit for working capital purposes, and a $250,000 capital expenditure line of credit.  The Wells
Agreement provided that the Company may borrow the lesser of 85% of eligible accounts receivables, or $4.75
million with respect to the revolving line of credit.  The term of the Wells Agreement was three years.  Interest on the
working capital line of credit was payable monthly at a rate of the Wells Fargo prime rate minus 0.25%, and interest
on the capital expenditure line of credit was payable monthly at the Wells Fargo prime rate.   The Wells Agreement
also required minimum monthly interest payments of $14,000.  The Wells Agreement was collateralized by
substantially all of the Company’s assets and required the maintenance of certain covenants that, among other things,
require minimum levels of profitability and prohibit the payment of dividends.
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

On December 9, 2009, the Company, together with the Company’s subsidiary Coral Blood Services, Inc., entered into
a new Credit Agreement (the “New Wells Agreement”), and related security agreements, with Wells Fargo to replace
the Wells Agreement.  The New Wells Agreement provides that the Company may borrow the lesser of 80% of
eligible accounts receivables, or $5 million with respect to the revolving line of credit with a maturity date of
December 1, 2011.  Most of the terms in the New Wells Agreement are similar to those in the Wells Agreement;
however, the New Wells Agreement provides that the Company pay interest on a monthly basis on any outstanding
balance at 0.25% above the Bank’s Prime Rate, but eliminates any minimum monthly interest requirement. As of
March 31, 2010, the interest rate on this line of credit was 3.5%.  The New Wells Agreement also grants the Bank a
first priority security interest in all of the assets of the Company and Coral Blood Services, Inc.   Based on eligible
accounts receivable as of March 31, 2010, the Company’s borrowing base on this line of credit was $2.8 million.  The
Company had no outstanding borrowings as of March 31, 2010. Wells Fargo previously issued an $815,000 Letter of
Credit on behalf of the Company as security for lease obligations associated with the Company’s Van Nuys
facility.  Although no amounts have been drawn against the Letter of Credit, the amount available to borrow is
reduced by the value of this Letter of Credit.  Therefore, as of March 31, 2010, the amount available from this line of
credit for the Company to borrow was $2.0 million.  The New Wells Agreement requires the Company pay a fee of
.125% annually on any unused portion of the line of credit, calculated and paid on a quarterly basis. The New Wells
Agreement also requires the Company to maintain certain financial covenants, including minimum tangible net worth,
maximum total liabilities and minimum net income over a rolling two quarter basis. As of March 31, 2010, the
Company was in compliance with all of the financial covenants except the minimum income requirement. In April,
2010, the Company requested and Wells Fargo issued a waiver of this covenant violation.

Note 6—Shareholders’ Equity

Pursuant to ASC Topics 505 and 718, Equity and Stock Based Compensation, the cost resulting from all share-based
payment transactions must be recognized in the Company’s consolidated financial statements.  For 2010, the Company
recognizes compensation expense related to stock options, restricted stock units and restricted stock, granted to
employees based on compensation cost for all share-based payments granted prior to March 31, 2010, based on the
grant date fair value estimated in accordance with ASC Topics 505 and 718.  For the three months ended March 31,
2010, the Company recognized $60,000 in share-based compensation costs, including $20,000 of share-based
compensation for non-employee director options. See Note 1 of Notes to Consolidated Financial Statements.

The following summarizes the activity of the Company’s stock options for the three months ended March 31, 2010:
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Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

Shares

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual

Term
(Years)

Numbe r  o f  s h a r e s  unde r
option:
Outstanding at January 1, 2010 1,815,000 $ 1.14
Granted 165,000 0.62
Exercised - -
Cancelled or expired (45,000 ) 2.25
Forfeited (134,000 ) 0.64
Outstanding at March 31, 2010 1,801,000 $ 1.10 5.2
Exercisable at March 31, 2010 1,471,000 $ 1.21 4.3

The following summarizes the activity of the Company’s stock options that have not yet vested as of March 31, 2010:

Shares

Weighted
Average
Fair Value

Nonvested at January 1,
2010 362,000 $ 0.62
Granted 165,000 0.54
Vested (63,000 ) 0.88
Forfeited (134,000) 0.60
Nonvested at March 31,
2010 330,000 $ 0.54

As of March 31, 2010, there was $130,000 of total unrecognized compensation cost related to nonvested share-based
compensation arrangements granted under existing share-based payments. This cost is expected to be recognized over
a weighted-average period of 2.8 years. The total measurement fair value of shares vested during the three months
ended March 31, 2010 was $55,000.

The Black-Scholes option pricing model is used by the Company to determine the weighted average fair value of
share-based payments. The fair value at date of grant and the assumptions utilized to determine such values are
indicated in the following table:

Weighted average fair value at date of grant for share-based payments
awarded during the period $   0.54
Weighted average fair value for options exercised during the period $   0.00
Weighted average fair value at date of grant for share-based payments
vested during the period $   0.88
Risk-free interest rates 2.8 % 
Expected stock price volatility 141.9 % 
Expected dividend yield 0 % 
Expected forfeitures 29.5 %
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

The Company does not assume a forfeiture rate when assessing value for options held by independent members of the
Board of Directors.  Since options issued to independent board members are not forfeited upon separation from the
Company, management has determined it is inappropriate to assign a forfeiture rate to these options.

The Company uses the 2006 Plan to encourage ownership in the Company by key personnel whose long-term service
is considered essential to the Company’s continued progress, thereby linking these employees directly to stockholder
interests through increased stock ownership.  A total of 1,200,000 shares of the Company’s common stock have been
reserved for issuance under the 2006 Plan. As of March 31, 2010, the Company had utilized 1,043,835 of the shares
reserved under the 2006 Plan, and 156,165 shares remain available.  Awards may be granted to any employee, director
or consultant, or those of the Company’s affiliates.

Prior to the 2006 Plan, the Company utilized the 1996 Stock Incentive Plan (“1996 Plan”).  The 1996 Plan expired on
July 19, 2006, although options remain outstanding that were originally issued under this plan.

Note 7—Earnings per Share

The following table provides the calculation methodology for the numerator and denominator for diluted earnings per
share:

Years Ended March 31,
2010 2009

Net (loss) income from continuing operations $ (192,000 ) $ 81,000

Weighted average shares outstanding 10,049,539 9,,903,622
Net effect of dilutive options and warrants - 71,000
Weighted average diluted shares outstanding 10,049,539 9,974,622

(Loss) earnings per share from continuing
operations - diluted $ (0.02 ) $ 0.01

Net (loss) income from discontinued
operations $ (12,000 ) $ (12,000 )

Earnings per share from discontinued
operations - diluted $ 0.00 $ 0.00

Net (loss) income $ (204,000 ) $ 69,000

(Loss) earnings per share - diluted $ (0.02 ) $ 0.01

Options outstanding for 1,801,000 shares of common stock for the three months ended March 31, 2010 have been
excluded from the above calculation because their effect would have been anti-dilutive.

Options outstanding for 1,525,000 shares of common stock for the three months ended March 31, 2009 have been
excluded from the above calculation because their effect would have been anti-dilutive.
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HemaCare Corporation
Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

Note 8—Provision for Income Taxes

The process of preparing the financial statements includes estimating income taxes in each of the jurisdictions that the
Company operates. This process involves estimating actual current tax exposure together with assessing temporary
differences resulting from differing treatment of items for tax and accounting purposes. These differences result in
deferred tax assets and liabilities, which are included in the balance sheet. Under the provisions of ASC 740-10, the
Company must utilize an asset and liability approach that requires the recognition of deferred tax assets and liabilities
for the expected future tax consequences of events that have been recognized in the Company’s financial statements or
tax returns. Management must assess the likelihood that the deferred tax assets or liabilities will be realized for future
periods, and to the extent management believes that realization is not likely, must establish a valuation allowance. To
the extent a valuation allowance is created or adjusted in a period, the Company must include an expense, or benefit,
within the tax provision in the statements of operations. Significant management judgment is required to determine the
provision for income taxes, deferred tax asset and liabilities and any valuation allowance recorded against net deferred
tax assets.

Based on management’s analysis of the Company’s recent performance, management determined that there was
insufficient evidence of guaranteed future profitability to insure that the Company would realize any benefit from the
deferred tax assets.  Therefore, as of March 31, 2010, the Company continued to record a 100% valuation reserve
against all of the deferred tax assets.

Note 9—Business Segments

The Company renamed its two business segments at the beginning of 2010 to reflect its increased emphasis on
customer service.  The historically named blood products segment has been renamed the “blood services” segment, and
the historically named blood services segment has been renamed the “therapeutic services” segment. Beginning with this
quarterly form 10Q filing with the Securities and Exchange Commission (“SEC”), the Company refers to its business
segments using their new names.

HemaCare operates two business segments as follows:

• Blood Services—Collection, processing, purchasing and distribution of blood products and donor testing.
•Therapeutic Services—Therapeutic apheresis, stem cell collection procedures and other therapeutic services to
patients.

There were no intersegment revenues for the three month period ended March 31, 2010.
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Notes to Unaudited Condensed Consolidated Financial Statements -- Continued

Note 10—Commitments and Contingencies

State and federal laws set forth anti-kickback and self-referral prohibitions and otherwise regulate financial
relationships between blood banks and hospitals, physicians and other persons who refer business to them. While the
Company believes its present operations comply with applicable regulations, there can be no assurance that future
legislation or rule making, or the interpretation of existing laws and regulations, will not prohibit or adversely impact
the delivery by HemaCare of its services and products.

Healthcare reform became law in March 2010, however reconciliation and implementation of the law continues to be
under consideration by lawmakers, and it is not certain as to what changes may be made in the future regarding health
care policies However, policies regarding reimbursement, universal health insurance and managed competition may
materially impact the Company’s operations.

The Company is party to various claims, actions and proceedings incidental to its normal business operations. The
Company believes the outcome of such claims, actions and proceedings, individually and in the aggregate, will not
have a material adverse effect on the business and financial condition of the Company.

Note 11—Subsequent Events

In accordance with the provisions of ASC 855-10, management evaluated all material events occurring subsequent to
the balance sheet date through the time of filing of this Form 10-Q for events requiring disclosure or recognition in the
Company’s consolidated financial statements. Management determined that there were no subsequent events requiring
disclosure or recognition in the Company’s consolidated financial statements.
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Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

The information contained in this Form 10-Q is intended to update the information contained in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2009 and presumes that readers have access to, and will have
read, the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and other
information contained in such Form 10-K.  The following discussion and analysis of the Company’s financial
condition and results of operations should be read in conjunction with the Company’s financial statements and the
related notes provided under “Item 1-Financial Statements” above.

The matters discussed in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
elsewhere in this Quarterly Report on Form 10-Q that are not historical are forward-looking statements. These
statements may also be identified by the use of words such as “anticipate,” “believe,” “continue,” “estimate,” “expect,” “intend,”
“may,” “project,” “will” and similar expressions, as they relate to the Company, its management and its industry. Investors
and prospective investors are cautioned that these forward-looking statements are not guarantees of future
performance and involve risks and uncertainties. Actual results could differ materially from those described in this
report because of numerous factors, many of which are beyond the Company’s control. These factors include, without
limitation, those described under Item 1A. “Risk Factors” in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2009.  The Company does not undertake to update its forward-looking statements to reflect later
events and circumstances or actual outcomes.

General

HemaCare Corporation (“HemaCare” or the “Company”) provides the customized delivery of blood products and
services.  The Company collects, processes, purchases and distributes blood products to hospitals and research related
organizations.  The Company operates and manages donor centers and mobile donor vehicles to collect transfusable
blood products from donors.  In addition, the Company purchases blood products from other blood suppliers.  The
Company also provides blood related services, principally therapeutic apheresis procedures, stem cell collection and
other blood treatments to patients with a variety of disorders.  Blood related therapeutic services are usually provided
to hospitals under contract as an outside purchased service.

The Company has operated in Southern California since 1979. In 1998, the Company expanded operations to include
portions of the eastern United States.  In August 2006, the Company acquired Florida based Teragenix Corporation,
subsequently renamed HemaCare BioScience, Inc. (“HemaBio”), which sourced, processed and distributed human
biological specimens, manufactured quality control products and provided clinical trial management and support
services.  Due to ongoing losses, and the resignation of the senior managers at HemaBio, the Board of Directors of
HemaBio, in consultation with, and with the approval of, the Board of Directors of the Company, closed all operations
of HemaBio, effective November 5, 2007.  With the closure of HemaBio, the Company reports the financial results
for 2009 and 2010 of HemaBio, as well as the impact of the closure activities, as “Discontinued Operations” on the
income statement.

The Company’s current strategy is to profitably grow the core business of providing blood and therapeutic services to
hospital customers, in addition to leveraging the Company’s expertise and infrastructure to support research
organizations and developing cellular therapy technologies.  Central to this effort is a new focus on sales and
marketing to differentiate the Company from the competition by clearly communicating the Company’s unique value
to customers.  Examples of this effort include introduction of a new service mark, The Service DifferenceSM, and
hiring sales professionals to support all business segments.  The Company also plans to expand its service offerings in
the Mid-Atlantic market to include blood services to complement the existing therapeutic services business.
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The Company renamed its two business segments at the beginning of 2010 to reflect its increased emphasis on
customer service.  The historically named blood products segment has been renamed the “blood services” segment, and
the historically named blood services segment has been renamed the “therapeutic services” segment. Beginning with this
quarterly Form 10Q filing with the SEC, the Company refers to its business segments using their new names.

Although most suppliers of transfusable blood products are organized as not-for-profit, tax-exempt organizations, all
suppliers charge fees for blood products to cover their cost of operations.  The Company believes that it is the only
investor-owned and taxable organization operating as a transfusable blood supplier with significant operations in the
U.S.

In the future, the Company intends to leverage its core-business infrastructure, to enable collection of various cellular
components for cellular therapy manufacturing and future personalized patient therapies.  The Company already
collects allogeneic, whole-blood derived, stem cells for hospital customers, research organizations and other biotech
companies to support their cellular therapy research and manufacturing.  In doing so, the Company directly leverages
i ts  equipment ,  faci l i t ies ,  l icensure,  current  good manufactur ing (“cGMP”) protocols ,  and hospi ta l
relationships.  Ultimately, the Company believes these specialized collections will generate high margin revenue
through the support of advanced therapies and research activities.

The Company was incorporated in the state of California in 1978.

Results of Operations

Three months ended March 31, 2010 compared to the three months ended March 31, 2009

Overview

The Company’s continuing operations generated $7,847,000 in revenue in the first quarter of 2010, compared to
$9,711,000 in the same quarter of 2009, representing a decrease of $1,864,000, or 19%.  Blood services revenue
decreased $1,787,000, or 23%, while therapeutic services revenue decreased $77,000, or 4%.

Gross profit from continuing operations in the first quarter of 2010 decreased $147,000, or 10%, to $1,388,000
compared to $1,535,000 for the same period of 2009.  This decrease is comprised of $124,000 decrease, or 12%, in
gross profit for the blood services business segment, and $23,000 decrease, or 5%, in gross profit for the therapeutic
services business segment.  The gross profit percentage increased to 18% in the first quarter of 2010 compared to 16%
for the same period of 2009.

General and administrative expenses increased by $129,000 to $1,580,000 in 2010 compared with $1,451,000 in
2009.  This was primarily due to the $184,000 severance accrual for the former Chief Executive Officer and Chief
Financial Officer.

The Company reported a loss of $192,000 from continuing operations in the first quarter of 2010, compared to income
of $81,000 for the same period of 2009.

Discontinued operations generated a loss of $12,000 in both the first quarter of 2010 and 2009.
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The Company recorded no provision for income taxes for the three month period ended March 31, 2010, whereas the
Company recorded a $3,000 increase in the provision for the same three month period of 2009.

The Company generated a net loss of $204,000 for the first quarter of 2010, compared to income of $69,000 for the
same period of 2009.

Blood Services

For this business segment, the following table summarizes the revenue and gross profit for the three months ended
March 31, 2010 and 2009:

Blood Services

For the Three Months Ended March 31,

2010 2009 Variance $
Variance

%

Revenues $6,071,000 $7,858,000 ($1,787,000) (23)%

Gross Profit 945,000 1,069,000 (124,000) (12)%

Gross Profit % 16% 14%

The 23% decrease in revenue was primarily attributable to a 24% decrease in revenue generated by the Company’s
California-based blood services operations in the quarter, while revenue generated by the Company’s Maine-based
operations decreased 15% compared to the same period of the prior year.  The decrease in California revenue was the
result of a 5% decrease in revenue from the sale of red cell products collected by the Company’s California mobile
collection operations and a 63% decrease in revenue from product purchases from third party vendors, offset by a 5%
increase in the revenue generated by the Company’s donor centers in California. The decrease in red cell volume in
California was principally caused by a substantial reduction in purchases by one of the Company’s high volume, low
price, customers. The decrease in red cell volume in Maine was principally caused by a reduction in collections from
mobile blood drives.

The 12% decrease in gross profit was primarily the result of the decrease in revenue.  The gross profit percentage for
the first quarter of 2010 for this segment increased to 16% compared to 14% for the same quarter of 2009, as the
decline in revenue was principally of lower margin sales.

Therapeutic Services

For the therapeutic services business segment, the revenue and gross profit for the three months ended March 31, 2010
and 2009 is summarized on the following table:

Therapeutic Services

For the Three Months Ended March 31,

2010 2009
Variance

$
Variance

%

Revenue $1,776,000 $1,853,000 ($77,000) (4)%

Gross Profit $443,000 $466,000 ($23,000) (5)%

Gross Profit % 25% 25%
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The 4% decrease in revenue was primarily due to an 8% decrease in the number of therapeutic procedures performed
in the Company’s Mid Atlantic Region.  This was a result of a change to performing procedures in house by two large
photopheresis customers. The Company’s California operations reported a 24% increase in the number of procedures
performed.  The increase in California was the result of increased procedures performed in various hospitals which
had previously been performed by the competition, and the addition of outpatient procedures to an existing hospital
contract.

The decrease in gross profit was attributable to the decrease in revenue. The fact that the gross profit decreased at
approximately the same rate as revenue indicates that the Company has been able to effectively leverage costs to vary
with volume. The gross profit percentage during the first quarter of 2010 for this segment remained unchanged from
the first quarter of 2009 at 25%.

General and Administrative Expenses

General and administrative expenses for the three months ended March 31, 2010 and 2009 are summarized on the
following table:

General and Administrative Expenses

For the Three Months Ended March 31,

2010 2009
Variance

$
Variance

%

$1,580,000 $1,451,000 $129,000 9%

The 9% increase in general and administrative expenses in the quarter is primarily the result of an increase in officer
salaries and payroll taxes of $189,000, an increase in personnel programs of $24,000 and an increase in office salaries
of $64,000.  During 2009, bad debt expense was reduced by $31,000 and remained substantially unchanged in
2010.  The Company implemented major improvements in accounts receivable collections in 2009, which continue to
benefit the Company in 2010.  These increases were offset by a decrease in outside services and temporary personnel
of $117,000 and a decrease in interest expense of $42,000.

The $189,000 increase in officer salaries and payroll taxes was primarily due to the $184,000 severance accrual for the
former Chief Executive Officer and Chief Financial Officer.  The increase in personnel programs was the increase in
the 401(k) match accrual for 2010, which was adopted to retain and motivate employees. The increase in office
salaries was the result of bringing more outside services in-house to decrease costs.  These services included
temporary personnel engaged to assist the Company in fulfilling the requirements of the Sarbanes-Oxley Act in 2009,
a task now accomplished by Company employees.

The decrease in interest expense of $42,000 is the result of the Company’s new agreement with Wells Fargo Bank with
no minimum interest charges, compared with minimum interest charges of $14,000 per month under the former Wells
Agreement.

For the first quarter of 2010, general and administrative expenses represented 20% of revenue compared to 15% for
the same period of 2009.
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Income Taxes

The Company recorded no provision for income taxes for the three month period ended March 31, 2010, whereas the
Company recorded a $3,000 provision for the same three month period of 2009.

The process of preparing the financial statements requires management estimates of income taxes in each of the
jurisdictions that the Company operates. This process involves estimating current tax exposure together with assessing
temporary differences resulting from differing treatment of items for tax and accounting purposes. These differences
result in deferred tax assets and liabilities, which are included in the balance sheet. As per the ASC Topic 740, Income
Taxes, the Company utilizes an asset and liability approach that requires the recognition of deferred tax assets and
liabilities for the expected future tax consequences of events that have been recognized in the Company’s financial
statements or tax returns. Management must assess the likelihood that the deferred tax assets or liabilities will be
realized for future periods, and to the extent management believes that realization is not likely, must establish a
valuation allowance.

Discontinued Operations

On November 5, 2007, the Board of Directors of the Company’s wholly owned subsidiary, HemaCare BioScience, Inc.
(“HemaBio”), in consultation with, and with the approval of, the Board of Directors of the Company, decided that it was
in the best interest of HemaBio’s creditors to close all operations of HemaBio. On December 4, 2007, HemaBio
executed an Assignment for Benefit of Creditors, under Florida Statutes Section 727.101 et seq. (“Assignment”),
assigning all of its assets to an assignee, who is responsible for taking possession of, protecting, preserving, and
liquidating such assets and ultimately distributing the proceeds to creditors of HemaBio according to their priorities as
established by Florida law. The assignee continues to fulfill his obligations under the Assignment, but has not
concluded his efforts to liquidate all of the assets or complete a final distribution of all proceeds to HemaBio’s
creditors.

Off-Balance Sheet Arrangements

At March 31, 2010, the Company did not have any relationships with unconsolidated entities or financial partnerships,
such as entities often referred to as structured finance, variable interest or special purpose entities, which would have
been established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited
purposes.  As such, the Company is not exposed to any financing, liquidity, market or credit risk that could arise if it
had engaged in such relationships.

Critical Accounting Policies and Estimates

Use of Estimates

The Company’s discussion and analysis of its financial condition and results of operations are based on the Company’s
consolidated financial statements, which have been prepared in accordance with GAAP. The preparation of these
financial statements requires the Company to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. On an on-going basis, the
Company evaluates its estimates, including those related to valuation reserves, income taxes and intangibles. The
Company bases its estimates on historical experience and on various other assumptions that management believes are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions.
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Accounting for Share-Based Incentive Programs

Share-Based Compensation: As per the ASC Topics 505 and 718, Equity and Stock Based Compensation, an entity
shall account for share-based compensation transactions with employees in accordance with the fair-value-based
method, that is, the cost of services received from employees in exchange for awards of share-based compensation
generally shall be measured based on the grant-date fair value of the equity instruments issued or on the fair value of
the liabilities incurred. The Company’s assessment of the estimated fair value of share-based payments is impacted by
the price of the Company’s stock, as well as assumptions regarding a number of complex and subjective variables and
the related tax impact. Management calculated fair value based on fair value of the stock at the date of issuance for
restricted stock and restricted stock units.

Management utilized the Black-Scholes model to estimate the fair value of share-based payments granted. Valuation
techniques used for employee share options and similar instruments estimate the fair value of those instruments at a
single point in time (for example, at the grant date). The assumptions used in a fair value measurement are based on
expectations at the time the measurement is made, and those expectations reflect the information that is available at
the time of measurement.

The Black-Scholes valuation model was developed for use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. This model also requires the input of highly subjective assumptions
including:

(a)The expected volatility of the common stock price, which was determined based on historical volatility of the
Company’s common stock;

(b) expected dividends, which are not anticipated;
(c)expected life of the stock option, which is estimated based on the historical stock option exercise behavior of

employees; and
(d) expected forfeitures.

The Company does not assume a forfeiture rate when assessing value for options held by independent members of the
Board of Directors.  Since options issued to independent board members are not forfeited upon separation from the
Company, management determined it was inappropriate to assign a forfeiture rate to these options.

In the future, management may elect to use different assumptions under the Black-Scholes valuation model or a
different valuation model, which could result in a significantly different impact on net income or loss.

Allowance for Doubtful Accounts

The Company makes ongoing estimates relating to the collectability of accounts receivable and maintains a reserve
for estimated losses resulting from the inability of customers to meet their financial obligations to the Company. In
determining the amount of the reserve, management considers the historical level of credit losses and makes
judgments about the creditworthiness of significant customers based on ongoing credit evaluations. Since
management cannot predict future changes in the financial stability of customers, actual future losses from
uncollectible accounts may differ from the estimates. If the financial condition of customers were to deteriorate,
resulting in their inability to make payments, a larger reserve may be required. In the event it was determined that a
smaller or larger reserve was appropriate, the Company would record a credit or a charge to general and
administrative expense in the period in which such a determination was made.
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Inventory

Inventories consist of Company-manufactured platelets, whole blood components and other blood products, as well as
component blood products purchased for resale. Supplies consist primarily of medical supplies used to collect and
manufacture products and to provide therapeutic services. Inventories are stated at the lower of cost or market and are
accounted for on a first-in, first-out basis. Management estimates the portion of inventory that might not have future
value by analyzing historical sales history for the twelve months prior to any balance sheet date. For each inventory
type, management establishes an obsolescence reserve equal to the value of inventory quantity in excess of twelve
months of historical sales quantity, using the first-in, first-out inventory valuation methodology.

Income Taxes

As part of the process of preparing the financial statements, the Company is required to estimate income taxes in each
of the jurisdictions that the Company operates. This process involves estimating actual current tax exposure together
with assessing temporary differences resulting from differing treatment of items for tax and accounting purposes.
These differences result in deferred tax assets and liabilities, which are included on the balance sheet. Management
must then assess the likelihood that the deferred tax assets will be recovered from future taxable income, and to the
extent management believes that recovery is not likely, must establish a valuation allowance. To the extent a valuation
allowance is created or adjusted in a period, the Company must include an expense, or benefit, within the tax
provision in the statements of income.

Significant management judgment is required in determining the provision for income taxes, deferred tax assets and
liabilities and any valuation allowance recorded against deferred tax assets. Management continually evaluates
whether or not the deferred tax asset is likely to be realized. If management determines that the deferred tax asset is
not likely to be realized, a write-down of that asset would be required and would be reflected in the provision for taxes
in the accompanying period.

Liquidity and Capital Resources

The Company’s primary sources of liquidity include cash on hand, available borrowing under the Wells Fargo line of
credit, and cash generated from operations.  Liquidity depends, in part, on timely collections of accounts receivable.
Any significant delays in customer payments could adversely affect the Company’s liquidity. Liquidity also depends
on maintaining compliance with the various loan covenants.  Presently, HemaBio is in default on two notes related to
the HemaBio acquisition.  See Note 4 of Notes to Consolidated Financial Statements.

As of March 31, 2010, the Company’s cash and cash equivalents for continuing operations was $1,619,000, and the
Company’s working capital was $3,742,000.

Management anticipates that cash on hand, availability on the Wells Fargo line of credit and cash generated by
operations will be sufficient to provide funding for the Company’s needs during the next year, including working
capital requirements, equipment purchases, operating lease commitments and to fund the Company’s anticipated
capital expenditures.
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On April 10, 2008, the Company, together with the Company’s subsidiary Coral Blood Services, Inc., entered into a
Credit and Security Agreement (“Wells Agreement”) with Wells Fargo Bank (“Wells Fargo”) to provide a $4.75 million,
revolving line of credit for working capital purposes, and a $250,000 capital expenditure line of credit.  The Wells
Agreement provided that the Company may borrow the lesser of 85% of eligible accounts receivables, or $4.75
million with respect to the revolving line of credit.  The term of the Wells Agreement was three years.  Interest on the
working capital line of credit was payable monthly at a rate of the Wells Fargo prime rate minus 0.25%, and interest
on the capital expenditure line of credit was payable monthly at the Wells Fargo prime rate.   The Wells Agreement
also required minimum monthly interest payments of $14,000.  The Wells Agreement was collateralized by
substantially all of the Company’s assets and required the maintenance of certain covenants that, among other things,
required minimum levels of profitability and prohibited the payment of dividends.

On December 9, 2009, the Company, together with the Company’s subsidiary Coral Blood Services, Inc., entered into
a new Credit Agreement (the “New Wells Agreement”), and related security agreements, with Wells Fargo to replace
the Wells Agreement.  The New Wells Agreement provides that the Company may borrow the lesser of 80% of
eligible accounts receivable, or $5 million with respect to the revolving line of credit with a maturity date of
December 1, 2011.  Most of the terms in the New Wells Agreement are similar to those in the Wells Agreement;
however, the New Wells Agreement provides that the Company pay interest on a monthly basis on any outstanding
balance at 0.25% above the Bank’s Prime Rate, but eliminates any minimum monthly interest requirement. As of
March 31, 2010, the interest rate on this line of credit was 3.5%.  The New Wells Agreement also grants the Bank a
first priority security interest in all of the assets of the Company and Coral Blood Services, Inc.   Based on eligible
accounts receivable as of December 31, 2009, the Company’s borrowing base on this line of credit was $2.8
million.  The Company had no outstanding borrowings as of March 31, 2010. Wells Fargo previously issued an
$815,000 Letter of Credit on behalf of the Company as security for lease obligations associated with the Company’s
Van Nuys facility.  Although no amounts have been drawn against the Letter of Credit, the amount available to
borrow is reduced by the value of this Letter of Credit.  Therefore, as of March 31, 2010, the amount available from
this line of credit for the Company to borrow was $2.0 million.  The New Wells Agreement requires the Company pay
a fee of .125% annually on any unused portion of the line of credit, calculated and paid on a quarterly basis. The New
Wells Agreement also requires the Company maintain certain financial covenants, including minimum tangible net
worth, maximum total liabilities and minimum net income over a rolling two quarter basis. As of March 31, 2010, the
Company was in compliance with all of the financial covenants except the minimum income requirement. The
Company requested and Wells Fargo has issued a waiver of this covenant violation.

Future minimum payments under operating leases and notes payable are as follows:

Total
Less than
1 Year 1 - 3 Years 3 - 5 Years

More than
5 Years

Operating leases $ 4,766,000 $ 667,000 $ 1,510,000 $ 1,123,000 $ 1,466,000
Notes Payable 500,000 500,000 - - -

Totals $ 5,266,000 $ 1,167,000 $ 1,510,000 $ 1,123,000 $ 1,466,000
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For the three months ended on March 31, 2010, cash provided by operating activities was $773,000, compared to
$1,626,000 for the three months ended March 31, 2009. The decrease of $853,000 in cash provided between the two
periods was partially due to a decrease of $87,000 in accounts receivable for the quarter ended March 31, 2010
compared with a decrease of $723,000 during the same period of 2009. HemaCare’s days sales outstanding remains
unchanged between March 31, 2010 and December 31, 2009 at 41 days.  Additionally, accounts payable, accrued
payroll, accrued expenses and deferred rent increased by $713,000 compared with a $482,000 increase for the same
period of 2009. An increase in inventories, supplies and prepaid expenses of $223,000 in the quarter, compared with a
decrease of $53,000 in same quarter of 2009 is another component of the increase in cash provided by operating
activities.

For the three months ended March 31, 2010, net cash used in investing activities was $161,000, compared to $94,000
for the same period in 2009, all attributable to an increase in fixed assets.  During 2009, the Company’s single largest
use of cash for capital expenditures was to support the implementation of the Company’s information technology
project.  During the first quarter of 2010, the Company began preparations for the next phase of its information
technology project, which preparations have been postponed as a result of the software provider’s announcement that it
intends to discontinue support for the technology the Company intended on implementing.

For the three months ended March 31, 2010, the Company used no cash in financing activities compared to net cash
used of $2,226,000 for the same period of 2009. The Company had no balance on the line of credit on December 31,
2009 and that remained unchanged through March 31, 2010. In the first three months of 2009, the Company paid
down $2,226,000 of the line of credit.

For discontinued operations, no cash was provided by or used in operating activities in the first quarter of 2010,
compared to $12,000 in cash used by operating activities in the same period of 2009.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Intentionally Omitted

Item 4T. Controls and Procedures

Evaluation of Controls and Procedures

Members of the Company’s management, including the Company’s Chief Executive Officer and Chief Financial
Officer, have evaluated the effectiveness of our disclosure controls and procedures, as defined by paragraph (e) of
Exchange Act Rules 13a-15 or 15d-15, as of March 31, 2010, the end of the period covered by this report.  Based
upon that evaluation, the Company’s Chief Executive Officer and Chief Financial Officer concluded that the
Company’s disclosure controls and procedures were effective as of March 31, 2010.

Internal Control Over Financial Reporting

There were no changes in the Company’s internal control over financial reporting or in other factors identified in
connection with the evaluation required by paragraph (d) of Exchange Act Rules 13a-15 or 15d-15 that occurred
during the quarter ended March 31, 2010 that have materially affected, or are reasonably likely to materially affect,
the Company’s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, the Company is involved in various routine legal proceedings incidental to the conduct of its
business. Management does not believe that any of these legal proceedings will have a material adverse impact on the
business, financial condition or results of operations of the Company, either due to the nature of the claims, or because
management believes that such claims should not exceed the limits of the Company’s insurance coverage.

Item 1A. Risk Factors

This Quarterly Report on Form 10-Q contains forward-looking statements, which are subject to a variety of risks and
uncertainties.  Actual results could differ materially from those anticipated in those forward-looking statements as a
result of various factors, including those set forth in Item 1A. Risk Factors in our Annual Report on Form 10-K for the
year ended December 31, 2009.  There have been no material changes to such risk factors during the three months
ended March 31, 2010.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Security Holders

None.

Item 5. Other Information

None.

Item 6. Exhibits

3.1 Restated Articles of Incorporation of the Registrant incorporated by reference to
Exhibit 3.1 to Form 10-K of the Registrant for the year ended December 31, 2002.

3.2 Amended and Restated Bylaws of the Registrant, as amended, incorporated by
reference to Exhibit 3.1 to Form 8-K of the Registrant filed on March 28, 2007.

4.1 Rights Agreement between the Registrant and U.S. Stock Transfer Corporation
dated March 3, 1998, incorporated by reference to Exhibit 4 to Form 8-K of the
Registrant dated March 5, 1998.

4.1.1 Amendment and Extension of Rights Agreement dated as of March 3, 1998,
between HemaCare Corporation and Computershare Trust Company, N.A.,
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incorporated by reference to Exhibit 99.1 to Registrant’s Current Report on Form
8-K filed on March 24, 2008.

4.2 Form of Common Stock Certificate, incorporated by reference to Exhibit 4.4 to
Form S-8 of the Registrant dated July 10, 2006.

10.1* Employment Agreement, dated March 2, 2010, between the Registrant and Pete van
der Wal, incorporated by reference to Exhibit 10.1 to Registrant’s Current Report on
Form 8-K filed on March 17, 2010.
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10.2* Separation Agreement, dated February 26, 2010, between the Registrant and John Doumitt, incorporated by
reference to Exhibit 10.2 to Registrant’s Current Report on Form 8-K filed on March 17, 2010.

10.3* Separation Agreement, dated March 15, 2010, between the Registrant and Robert S. Chilton, incorporated
by reference to Exhibit 10.3 to Registrant’s Current Report on Form 8-K filed on March 17, 2010.

31.1 Certification Pursuant to Rule 13a-14(a) Under the Securities Exchange Act

31.2 Certification Pursuant to Rule 13a-14(a) Under the Securities Exchange Act

32.1 Certification Pursuant to 18 U.S.C. 1350 and Rule 13a-14(b) Under the Securities Exchange Act of 1934

*      Management contracts and compensatory plans and arrangements.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

DateMay 13, 2010 Hemacare Corporation
(Registrant)

By: /s/ PETER VAN DER WAL
P e t e r  v a n  d e r  W a l ,  C h i e f
Executive Officer

By: /s/ PETER VAN DER WAL
Peter van der Wal, Chief Financial
Officer
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EXHIBIT INDEX

3.1 Restated Articles of Incorporation of the Registrant incorporated by reference to Exhibit 3.1 to Form 10-K
of the Registrant for the year ended December 31, 2002.

3.2 Amended and Restated Bylaws of the Registrant, as amended, incorporated by reference to Exhibit 3.1 to
Form 8-K of the Registrant filed on March 28, 2007.

4.1 Rights Agreement between the Registrant and U.S. Stock Transfer Corporation dated March 3, 1998,
incorporated by reference to Exhibit 4 to Form 8-K of the Registrant dated March 5, 1998.

4.1.1
Amendment and Extension of Rights Agreement dated as of March 3, 1998, between HemaCare
Corporation and Computershare Trust Company, N.A., incorporated by reference to Exhibit 99.1 to
Registrant’s Current Report on Form 8-K filed on March 24, 2008.

4.2 Form of Common Stock Certificate, incorporated by reference to Exhibit 4.4 to Form S-8 of the Registrant
dated July 10, 2006.

10.1* Employment Agreement, dated March 2, 2010, between the Registrant and Pete van der Wal, incorporated
by reference to Exhibit 10.1 to Registrant’s Current Report on Form 8-K filed on March 17, 2010.

10.2* Separation Agreement, dated February 26, 2010, between the Registrant and John Doumitt, incorporated by
reference to Exhibit 10.2 to Registrant’s Current Report on Form 8-K filed on March 17, 2010.

10.3* Separation Agreement, dated March 15, 2010, between the Registrant and Robert S. Chilton, incorporated
by reference to Exhibit 10.3 to Registrant’s Current Report on Form 8-K filed on March 17, 2010.

31.1 Certification Pursuant to Rule 13a-14(a) Under the Securities Exchange Act

31.2 Certification Pursuant to Rule 13a-14(a) Under the Securities Exchange Act

32.1 Certification Pursuant to 18 U.S.C. 1350 and Rule 13a-14(b) Under the Securities Exchange Act of 1934

*      Management contracts and compensatory plans and arrangements.
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