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PART | FINANCIAL INFORMATION

ITEM 1. Financial Statements

QUIDEL CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except par value; unaudited)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, n
Inventories
Deferred tax ass—current
Income tax receivabl
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Goodwill
Intangible assets, n
Other nol-current assel
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued payroll and related expen:
Accrued royaltie:
Current portion of lease obligatic
Other current liabilitie:
Total current liabilities
Long term deb
Lease obligation, net of current porti
Deferred tax liabilit—nor-current
Income taxes payab
Other nor-current liabilities
Commitments and contingenci
Stockholder equity:
Preferred stock, $.001 par value per share; 5,88fes authorized; none issued or outstanding at
March 31, 2011 and December 31, 2!
Common stock, $.001 par value per share; 50,00@slzthorized; 33,166 and 28,514 shares issue
outstanding at March 31, 2011 and December 31,,2@%pectively
Additional paic-in capital
Retained earning
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes.
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March 31, December 31
2011 2010
$ 58,93¢ $ 6,78¢
16,21( 13,47
14,83¢ 17,701

5,781 7,15¢
8,331 8,34¢
3,02¢ 2,552
107,13! 56,02
31,72¢ 31,75
71,01 71,01
51,88t 53,67¢
1,56¢€ 2,12:
$263,32° $ 214,59
$ 4,73¢ $ 4,71¢F
4,74 3,01z
4,46% 2,262
29z 28C
5,13¢ 5,507
19,36t 15,771
43,44 73,49¢
6,197 6,27¢
6,82¢ 2,31:
2,92¢ 2,931
1,18¢ 1,271
33 29
169,20¢ 109,80:
14,13¢ 2,69(
183,38( 112,52
$263,32 $ 214,59
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QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data; unaudited)

Total revenue
Costs and expens

Cost of sales (excludes amortization of intangédsisets of $1.5 million and $0.9 million, respediiy
Amortization of inventory fair value adjustmentiincaacquisitior
Total cost of sales (excludes amortization of igtate assets of $1.5 million and $0.9 million,

respectively’
Research and developmt
Sales and marketir
General and administratiy
Amortization of intangible assets from acquiredibesses
Amortization of intangible assets from licensechtemogy
Business acquisition and integration cc
Total costs and expens
Operating income (lost
Other (expense) incon
Interest incom
Interest expens
Total other expens
Income (loss) before provision for income ta
Provision (benefit) for income tax
Net income (loss
Basic and diluted earnings (loss) per st

Shares used in basic per share calculz
Shares used in diluted per share calcule

See accompanying notes.
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Three months ended

March 31,

2011 2010
$59,59¢ $28,37¢
20,04: 12,63¢
71¢
20,04: 13,35:
7,81¢ 6,27¢
6,25¢ 5,99¢
5,75¢ 4,241
1,632 652
144 324
— 1,35(
41,64, 32,19¢
17,94¢ (3,815

52 16¢
(655) (399)
603) (230)

17,34¢ (4,045)
5,897 (1,52¢)
$11,44¢ $ (2,517)
$ 0.3F $ (0.09
32,45 28,50¢
32,83¢ 28,50¢
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QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands; unaudited)

OPERATING ACTIVITIES:
Net income (loss
Adjustments to reconcile net income (loss) to resthcprovided by (used for) operating activit
Depreciation, amortization and ott
Stocl-based compensation expel
Change in deferred tax assets and liabil
Changes in assets and liabiliti
Accounts receivabl
Inventories
Income tax receivabl
Prepaid expenses and other current a:
Accounts payabl
Accrued payroll and related expen:
Accrued royaltie:
Accrued income taxes payal
Other current and ni-current liabilities

Net cash provided by (used for) operating actis

INVESTING ACTIVITIES:
Acquisitions of property and equipme
Purchase of business, net of cash acquired ofr®ion
Proceeds from sale of marketable secur
Other asset

Net cash used for investing activiti

FINANCING ACTIVITIES:
Payments on lease obligati
Purchases of common sta
Borrowing from line of credi
Payments on borrowing from line of cre
Proceeds from issuance of common stock, net ofedlations
Other
Net cash provided by financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for inter

Cash paid during the period for income ta

NON-CASH INVESTING ACTIVITIES:
Purchase of capital equipment by incurring curhatilities

See accompanying notes.
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Three months ended

March 31,

2011 2010
$ 11,44¢ $ (2,517
3,37¢ 2,20¢
1,771 1,21(
5,88¢ (1,507
(2,739 3,55:
2,87¢ (393
7 —_
(477 (81¢)
21 (2,509
1,727 (632)
2,201 (3,437)
(8) (6,157)
(45€) (3,04()
25,63¢ (14,02)
(1,43¢) (97¢)
— (128,20)
— 3,99¢
(45) (311)
(1,487 (125,49))
(67) (48)
(28€) (4,676
— 75,00(
(30,000 —
58,55¢ 79¢
(20€) (302)
27,99 70,77:
52,15( (68,74()
6,78¢ 89,00:
$ 58,93¢ $ 20,26
$ 65F $ 39¢
$  — $  6,50(
$ 96 $ 94
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 1. Basis of Presentation

The accompanying unaudited consolidateghtial statements of Quidel Corporation andutssgdiaries (the “Company”) have been
prepared in accordance with generally acceptedusticy principles in the U.S. for interim financiaformation and with the instructions to
Form 10-Q and Article 10 of Regulation S-X. Accargly, they do not include all of the informationdaimotnotes required by accounting
principles generally accepted in the U.S. for catgpfinancial statements. Certain reclassificatluenge been made to prior year amounts to
conform to the current year presentation. In thieiop of management, all adjustments considereéssagy for a fair presentation (consist
of normal recurring accruals) have been includda iiformation at March 31, 2011, and for the thremths ended March 31, 2011 and
2010, is unaudited. Operating results for the thmeaths ended March 31, 2011 are not necessadigative of the results that may be
expected for the year ending December 31, 2011fufdrer information, refer to the Company’s comdaled financial statements and
footnotes thereto for the year ended December @) thcluded in the Company’s 2010 Annual ReporForm 10-K. Subsequent events
have been evaluated up to and including the datetfinancial statements were issued.

For 2011 and 2010, the Company'’s fisearywill or has ended on January 1, 2012 and Jaridy&011, respectively. For 2011 and
2010, the Company'’s first quarter ended on AprR@11 and April 4, 2010, respectively. For easeetdrence, the calendar quarter end dates
are used herein. The three month periods endedh\V&drc2011 and 2010 both included 13 weeks, resgct

Note 2. Comprehensive Income (Loss)

Net income (loss) is equal to comprehengicome (loss) for the three months ended Malci2G11 and 2010, respectively.

Note 3. Computation of Earnings (Loss) Per Share

Basic earnings (loss) per share was coeaply dividing net earnings (loss) by the weigkawdrage number of common shares
outstanding, including vested restricted stock awaduring the period. Diluted earnings per sheflects the potential dilution that would
occur if net earnings were divided by the weighdwdrage number of common shares and potentiallyivcel common shares from
outstanding stock options as well as unvested,-biased restricted stock awards. Potentially dilutwemon shares were calculated using
treasury stock method and represent incrementaéslissuable upon exercise of the Company’s owdstgrstock options and unvested, time-
based restricted stock awards. The Company haslad/aestricted stock with both time-based as weferformance-based vesting
provisions. Stock awards based on only performaonaoéitions are not included in the calculation a$ie or diluted earnings per share until
the performance criteria are met. For periods iictwkhe Company incurs losses, potentially dilustares are not considered in the
calculation of net loss per share, as their impantld be anti-dilutive. For periods in which ther@gany has earnings, out-of-the-money
stock options {.e., the average stock price during the period iswdhe exercise price of the stock option) are noluded in diluted
earnings per share as their effect would be ahitidé. For the three months ended March 31, 20112010, 2.2 million and 1.8 million
shares, respectively, were excluded from the cafimul of diluted earnings per share as their effieag anti-dilutive.

The following table reconciles the weggtaverage shares used in computing basic anedi&grnings (loss) per share in the
respective periods (in thousands):

Three months

ended
March 31,
2011 2010
Shares used in basic earnings (loss) per sharglftee-average common shares outstand 32,45! 28,50¢
Effect of dilutive stock options and restrictedckt@wards 387
Shares used in diluted earnings (loss) per shicalation 32,83¢ 28,50¢
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Quidel Corporation
Notes to Consolidated Financial Statements (Contirad)
(Unaudited)

Note 4. Inventories

Inventories are recorded at the lowerast (first-in, first-out) or market and consisttbé following (in thousands):

March 31, December 31
2011 2010
Raw material $ 6,80¢ $ 7,262
Work-in-process (materials, labor and overhe 4,344 5,37¢
Finished goods (materials, labor and overhi 3,68¢ 5,07(
$14,83¢ $ 17,707
Note 5. Other Current Liabilities
Other current liabilities consist of #folowing (in thousands):
March 31, December 31
2011 2010
Accrued liability for technology licenst $ 2,10( $  2,30(
Customer incentive 1,58¢ 1,74C
Current portion of note payable to state age 211 211
Other 1,23¢ 1,25¢
$ 5,13/ $ 5,501

Note 6. Income Taxes

The Company’s effective tax rate for theee months ended March 31, 2011 and 2010 wa&@4dr@ 37.8%, respectively. The
Company recognized tax expense of $5.9 millionaiek benefit of $1.5 million for the three monérsled March 31, 2011 and 2010,
respectively. The difference between the Marchi2®1,1 and March 31, 2010 effective tax rate is prilpaue to the exclusion of the federal
research and development tax credit and certainigitiqn related non-deductible transaction dutimg first quarter of 2010.

The Company is subject to periodic aubjtslomestic and foreign tax authorities. The Comyfmfederal tax years for 1995 and
forward are subject to examination by the U.S. auitiles due to the carry forward of unutilized veerating losses and research and
development credits. With few exceptions, the Camyfsatax years for 1999 and forward are subjeexamination by state and foreign tax
authorities. The Company believes that it has gmmte support for the income tax positions takernt®tax returns and that its accruals for
tax liabilities are adequate for all open yearsedasn its assessment of many factors, includingexgserience and interpretations of tax law
applied to the facts of each matter.

Note 7. Line of Credit

The Company currently has a $120.0 nmilBenior secured syndicated credit facility (theri®r Credit Facility”), which matures on
October 8, 2013. The Senior Credit Facility beatsrest for base rate loans at a rate equal tbgihigher of (a) the lender’s prime rate and
(b) the Federal funds rate plus one-half of onegr, plus (ii) the applicable rate, or for Eurddotate loans the interest rate is equal to
(i) the Eurodollar rate, plus (ii) the applicabéte. The applicable rate is generally determinezttordance with a performance pricing grid
based on the Comparsyfeverage ratio and ranges from 0.50% to 1.75%dse rate loans and from 1.50% to 2.75% for Edlmdate loans
The agreement governing the Senior Credit Fadsity
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Quidel Corporation
Notes to Consolidated Financial Statements (Contirad)
(Unaudited)

Note 7. Line of Credit (Continued)

subject to certain customary limitations, includargong others: limitation on liens; limitation orergers, consolidations and sales of assets;
limitation on debt; limitation on dividends, stodemptions and the redemption and/or prepaymeothef debt; limitation on investments
(including loans and advances) and acquisitionstdition on transactions with affiliates; and liatibn on annual capital expenditures. The
Company is also subject to financial covenants Wwiniclude a funded debt to EBITDA ratio (as defimethe Senior Credit Facility, with
adjusted EBITDA generally calculated as earningeree among other adjustments, interest, taxegedegion and amortization) not to
exceed 3:00 to 1:00 as of the end of each fiscaltgr and an interest coverage ratio of not leas 8:50 to 1:00 as of the end of each fiscal
quarter. The Senior Credit Facility is secured blystantially all present and future assets andgstigs of the Company. As of March 31,
2011, the Company had $32.0 million available urilerSenior Credit Facility. The Company'’s abilityborrow under the Senior Credit
Facility fluctuates from time to time due to, amanther factors, the Company’s borrowings underféledity and its funded debt to adjusted
EBITDA ratio. At March 31, 2011, the Company ha@ $million outstanding under the Senior Creditifgaovhich was borrowed in
connection with the acquisition of DHI. At March,3011, the Company was in compliance with all cargs.

Note 8. Stockholders’ Equity

In January 2011, the Company completpdhdic offering of 4.6 million shares of its commstock at $13.15 per share. The Company
received proceeds, net of underwriting discounts@mmissions, of $57.2 million ($12.43 per shabe)ting the three months ended
March 31, 2011, 163,695 shares of restricted siare awarded, 1,260 shares of restricted stock easreelled, 19,784 shares of common
stock were issued due to the exercise of stocloepiand 26,928 shares of common stock were issugghnection with the Company’s
employee stock purchase plan (the “ESPP”), regultimet proceeds to the Company of approximatély $illion. Additionally, during the
three months ended March 31, 2011, 21,431 shamgtstanding common stock were repurchased foroappately $0.3 million, which we
related to shares repurchased in connection wifmpat of minimum tax withholding obligations forrtain employees relating to the laps:
restrictions on certain restricted stock awardsnduthe three months ended March 31, 2011.

8
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Quidel Corporation
Notes to Consolidated Financial Statements (Contirad)
(Unaudited)
Note 9. Stock-Based Compensation

The compensation expense related to dmpany’s stock-based compensation plans includétkimccompanying Consolidated
Statements of Operations for the three months ektiedh 31, 2011 and 2010 was as follows (in mikipn

Three months

ended
March 31,
2011 2010
Cost of sale: $ 041 $ 041
Research and developmt 0.2 0.2
Sales and marketir 0.1 0.1
General and administrati 1.4 0.8
$ 1.8 $ 1.2

Total compensation expense recognizethsthree months ended March 31, 2011 and 2010dies $1.4 million and $0.9 million
related to stock options and $0.4 million and $@ilBon related to restricted stock, respectivedg. of March 31, 2011, total unrecognized
compensation expense related to non-vested stdamspvas $5.9 million, which is expected to beogrtized over a weightealverage peric
of approximately 2.4 years. As of March 31, 20bialtunrecognized compensation expense relatedrtevested restricted stock was
$2.8 million, which is expected to be recognizedrow weightedrverage period of approximately 2.2 years. Compemsaxpense capitaliz
to inventory and compensation expense relatedet@timpany’s ESPP were not material for the threethnsoended March 31, 2011 and
2010.

The estimated fair value of each stodkoopaward was determined on the date of granigusia Black-Scholes option valuation model
with the following weighted-average assumptionstfar option grants.

Three months

ended
March 31,
2011 2010
Expected option life (in year: 5.21 4.8¢
Volatility rate 0.47 0.5z
Risk-free interest rat 2.16% 2.42%
Forfeiture rate 14% 15.5%
Dividend rate 0% 0%

The weighted-average grant date faireaiustock options granted during the three moatited March 31, 2011 and 2010 was $5.61
and $6.99, respectively. The grant date fair vafuestricted stock is determined based on thdargiamarket price of the Comparsytommol
stock on the grant date.

Note 10. Industry and Geographic Information

The Company operates in one reportalgjmeat. Sales to customers outside the U.S. repreb&8.3 million (9%) and $6.9 million
(24%) of total revenue for the three months endeddcil 31, 2011 and 2010, respectively. As of Marth2®11 and December 31, 2010,
balances due from foreign customers were $3.1aniind $1.5 million, respectively.

9
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Quidel Corporation
Notes to Consolidated Financial Statements (Contirad)
(Unaudited)

Note 10. Industry and Geographic Information (Conthued)

The Company had sales to individual onstis in excess of 10% of total revenue, as follows:

Three months

ended
March 31,
2011 2010
Customer
A 17% 12%
B 15% 7%
C 2% 11%
34% 30%

As of March 31, 2011, accounts receivdiden customers with balances due in excess of @Dfdtal accounts receivable totaled
$5.3 million while, at December 31, 2010, accouat®ivable from customers with balances due in &xo€ 10% of total accounts receivable
totaled $3.2 million.

Note 11. Lease Obligation

During 1999, the Company completed a aafktleaseback transaction of its approximatelQ0®@squardeot executive, administrativ
manufacturing and research and development fa@ili§an Diego. The facility was sold for $15.0 ioitl, of which $3.8 million was capital
contributed by the Company. The sale was an all tassaction, netting the Company approximatel $7illion. The Company is a 25%
limited partner in the partnership that acquireslfércility. The transaction was deemed a finantiagsaction under the guidance in ASC
Topic 840-40, Accounting for Sales of Real Estéitee assets sold remain on the books of the Comgadyill continue to be depreciated
over the estimated useful life. The Company’s leaae initially for 15 years, with options to exteting lease for up to two additional five-
year periods

In December 2009, the Company amendetktihes of its lease agreement which had no sigmifiatmpact on the Company’s financial
statements. The amended terms include a new tarlegsse term through December 2019, with optiorextend the lease for up to three
additional five-year periods. The Company will atiz® the lease obligation over this new term. Tim@ant of the monthly rental payments
remain the same under the amendment. In additienCbmpany has the option to purchase the genanaley’s interest in the partnership in
January 2015 for a fixed price. The Company hasrdened that the partnership is a variable intezatity (VIE). The Company is not,
however, the primary beneficiary of the VIE asaed not absorb the majority of the partnershipiseeked losses or receive a majority of the
partnership’s residual returns. The Company maaeel@ayments to the partnership in connectiontélSan Diego facility of
approximately $0.3 million for each of the threentis ended March 31, 2011 and 2010.

Note 12. Fair Value Measurement

The Company’s valuation techniques asetan observable and unobservable inputs. Obdervatuts reflect readily obtainable data
from independent sources, while unobservable inprggienerally developed internally, utilizing mgement’s estimates, assumptions and
specific knowledge of the assets/liabilities andteel market assumptions. The fair value of ouh@giivalents are determined based on
Level 1 inputs, which consist of quoted pricesdtivee markets for identical assets.

10
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ITEM 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

In this quarterly report, all referent¢eswe,” “our” and “us” refer to Quidel Corporaticemnd its subsidiaries.

Future Uncertainties and Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the feflsecurities laws that involve
material risks, assumptions and uncertainties. Masgible events or factors could affect our fufurancial results and performance, such
that our actual results and performance may diffaterially from those that may be described or ietpin the forward-looking statements.
As such no forward-looking statement can be guasghtDifferences in actual results and performanag arise as a result of a number of
factors including, without limitation, seasonalitiie timing of onset, length and severity of catd #lu seasons, the level of success in
executing on our strategic initiatives, our reliamn sales of our influenza diagnostic tests, uacgy surrounding the detection of novel
influenza viruses involving human specimens, oulitatio develop new products and technology, adearhanges in the competitive and
economic conditions in domestic and internationatkats, our reliance on and actions of our majstrihiutors, technological changes and
uncertainty with research and technology develognmecluding any future molecular-based technoldfg, medical reimbursement system
currently in place and future changes to that systeanufacturing and production delays or diffimdf adverse regulatory actions or dela
product reviews by the U.S. Food and Drug Admiatsdn (the “FDA”), compliance with FDA and enviroemtal regulations, our ability to
meet unexpected increases in demand for our predowat ability to execute our growth strategy, uthg the integration of new companies
or technologies, disruptions in the global capatad credit markets, our ability to hire key persglnmtellectual property, product liability,
environmental or other litigation, potential regrpatent license fee payments not currently reftein our costs, potential inadequacy of
booked reserves and possible impairment of googdawilll lower than anticipated acceptance, salesadkehpenetration of our new products.
Forward-looking statements typically are identiftedthe use of terms such as “may,” “will,” “shoifldmight,” “expect,” “anticipate,”
“estimate,” and similar words, although some forvloking statements are expressed differentlywBod-looking statements in this
Quarterly Report include, among others, statemgriserning: our outlook for the upcoming fiscal iyéacluding projections about our
revenue, gross margins, expenses, effective texarad the effect the DHI acquisition will have be seasonality of our business; projected
capital expenditures for the upcoming fiscal yead aur source of funds for such expenditures; ttiicgency of our liquidity and capital
resources; the future impact of deferred tax assdiabilities; the expected vesting periods ofagognized compensation expense; and our
intention to continue to evaluate technology andh@any acquisition opportunities. The risks desctibader “Risk Factors” in Item 1A of
this Report on Form 10-Q and our Annual Report om¥10-K for the year ended December 31, 2010 edswlvhere herein and in reports
and registration statements that we file with teeuBities and Exchange Commission (the “SEC”) ftone to time, should be carefully
considered. You are cautioned not to place undisnoe on these forward-looking statements, whéftect managemerst’analysis only as
the date of this Quarterly Report. The followingsld be read in conjunction with the audited Comsaéd Financial Statements and Notes
thereto beginning on page 3 of this Quarterly Reple undertake no obligation to publicly reledse tesults of any revision or update of
these forward-looking statements, except as redjliydaw.

Overview

We have a leadership position in the tgraent, manufacturing and marketing of rapid daslit testing solutions. These diagnostic
testing solutions primarily include applicationsifiectious diseases, women’s health and gaststintd diseases. We sell our products
directly to end users and distributors, in eacle ci® professional use in physician offices, htagj clinical laboratories, reference
laboratories, leading universities, retail clingo®d wellness screening centers. We market our ptsdiuthe U.S. through a network of
national and regional distributors, and a diretgséorce. Internationally, we sell and market @ity in Japan and Europe through distribt
arrangements.

In January 2011, we completed a publierafg of 4.6 million shares of our common stoclké&8.15 per share. We received proceeds,
net of underwriting discounts and commissions, 5.8 million ($12.43 per share) and incurred appnately $0.7 million in related offering
expenses. We expect to use the net proceeds afffaitng for working capital and other generalpamrate purposes, which may potentially
include the acquisition or development of new texdbgy, the acquisition of diagnostic or related pamies, products or businesses or the
repayment of existing indebtedness.

11
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Outlook

We had a more normalized cold and flu season fttttee months ended March 31, 2011, resultinggimfecant sales of our influenza, strep
and respiratory products as compared to a lack d@ffiuenza season in the first quarter of 2010e. &pect gross margins will trend higher
year over year as a result of a more favorableymioehix shift that includes higher influenza sdlefiscal year 2011 compared to fiscal y
2010, which was adversely impacted by the lacknahfiuenza season in the first quarter of 201G &bquisition of DHI continues to build
upon and diversify our revenue base and we expedadcquisition to lessen the effect of seasonatitpur business quarter to quarter. We
continue our focus on prudently managing our bissirand delivering solid financial results, whilgle same continuing to introduce new
products to the market and maintaining our empt@si®search and development investments for loieger growth. Finally, we will
continue to evaluate opportunities to acquire nevdpct lines and technologies, as well as compaguiaitions.

Results of Operations
Three months ended March 31, 2011 compared to tharee months ended March 31, 2010
Total Revenues

The following table compares total revesifor the three months ended March 31, 2011 ah@ @6 thousands, except percentages):

For the three months

ended March 31, Increase (Decrease

2011 2010 $ %
Infectious disease net product s¢ $47,65( $17,39. $30,25¢ 174%
Womer's health net product sal 7,98¢ 7,631 34¢ 5%
Gastrointestinal disease net product s 1,71¢ 1,061 65€ 62%
Other net product sal 1,59C 1,891 (307) (16)%
Royalty, license fees and grant revel 651 39¢ 253 64%
Total revenue $59,59¢ $28,37¢ $31,21¢ 11(%

The increase in total revenues was pilyndue to a more normalized cold and flu seaso2Ghl and the related increase in sales o
influenza and Group A strep products, additionafipacted by the lack of an influenza season irfiteequarter of 2010. Also, the first
quarter 2011 includes a full quarter of revenuemfthe DHI acquisition compared to the first quaaie2010 that does not include
$5.7 million of DHI pre-acquisition revenues.

The revenue from our royalty, licensesfaad grant revenue category for all periods piilsneglates to royalty payments earned on our
patented technologies utilized by third parties.

Cost of Sales

Cost of sales increased 50% to $20.0anijllor 34% of total revenues for the three momihded March 31, 2011, compared to
$13.4 million, or 47% of total revenues for theegthmonths ended March 31, 2010. The absolute dodlegase in cost of sales is primarily
related to the variable nature of direct costs émaltand labor) associated with the 110% incréasetal revenues. Partially offsetting this
acquisition related synergies including certainrdased material costs and freight rates assoaitedeveraging our combined volume, and
reduced overhead costs and scrap at DHI. The dexiea&ost of sales as a percentage of total revems primarily related to a more
favorable product mix, as well as the improved sbstcture noted above.
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Operating Expenses

The following table compares operatingenses for the three months ended March 31, 204 2@10 (in thousands, except
percentages):

For the three months
ended September 3C

2011 2010
As a % of As a % ol
Operating total Operating total Increase (Decrease
expenses revenues expenses revenues $ %
Research and developm $ 7,81« 13% $ 6,27¢ 22% $ 1,53¢ 25%
Sales and marketir 6,25¢ 10% 5,99¢ 21% 25€ 4%
General and administratiy 5,75¢ 10% 4,241 15% 1,51¢ 36%
Amortization of intangible assets from
acquired business: 1,632 3% 652 2% 98C 15C%
Amortization of intangible assets fror
licensed technolog 144 — 324 1% (280) (56)%
Business acquisition and integration
costs — — 1,35( 5% (1.350 (100%

Research and Development Expense

Research and development expense for thayfieater of 2011 includes a full quarter of expefinem the DHI acquisition compared to the
first quarter of 2010 that does not include $1.8iom of DHI pre-acquisition expenses. Research @enklopment costs are primarily
associated with the development of potential nehrelogies and with products under development.

Sales and Marketing Expense

Sales and marketing expense for thedinstrter of 2011 includes a full quarter of expeingm the DHI acquisition compared to the
first quarter of 2010 that does not include $0.8iom of DHI pre-acquisition expenses. Additionalthere is an increase in sales commissions
and product shipment costs associated with highles solume in 2011, partially offset by a decreafsgroduct promotions and market
research. Other key components of this expensemel@ontinued investment in assessing futureymbelxtensions and enhancements and
market research.

General and Administrative Expense

General and administrative expense feffilst quarter of 2011 includes a full quarteespense from the DHI acquisition compared to
the first quarter of 2010 that does not include’$illion of DHI pre-acquisition expenses. Theresvedso an increase in incentive and stock
compensation in the first quarter of 2011.

Amortization of Intangible Assets from Acquired Busnesses
Amortization of intangible assets frongaiced businesses consists of customer relatioashipchased technology and patents and
trademarks acquired in connection with the acdaisiof DHI.

Amortization of Intangible Assets from Licensed Tehnology

Amortization of intangible assets frorelsed technology consists primarily of expensedsted with purchased technology.

Business Acquisition and Integration Costs

We incurred $1.4 million in expensesha first quarter of 2010 primarily related to prefmnal fees for the DHI acquisition and
integration activities.

Other Income (Expense)

The decrease in interest income is rdltdeghe decrease in the average interest rata @edrease in our average cash balance during
the three months ended March 31, 2011 as compaithe three months ended March 31, 2010. Intesgsrese primarily relates to interest
paid on borrowings under the Senior Credit Facdityl interest paid on our lease obligation assettiaith our San Diego facility.
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Income Taxes

For the three months ended March 31, 20llMarch 31, 2010, our expected annual effettivgate was 34.0% and 37.8%,
respectively. We recognized tax expense (bendftfb® million and ($1.5) million for the three ntbs ended March 31, 2011 and 2010,
respectively. The difference in the effective taterbetween March 31, 2011 and March 31, 2010nsgpily due to the exclusion of the
federal research and development tax credit artdineacquisition related non-deductible transactiaring the first quarter of 2010.

Liquidity and Capital Resources

As of March 31, 2011, our principal sesof liquidity consisted of $58.9 million in caahd cash equivalents, as well as $32.0 million
available to us under our Senior Credit Facilityr @orking capital as of March 31, 2011 was $87iion.

Cash provided by operating activities %a5.6 million during the three months ended Ma&th2011. We had net earnings of
$11.4 million, including non-cash charges of $5ifiom of depreciation and amortization of intanigitassets and property and equipment,
and stock-based compensation. As a result of iseteeevenues during the three months ended Marc?031, we had an increase in
accounts receivable of $2.7 million, a decreassuminventories of $2.9 million, and an increasadarued royalties of $2.2 million. Accrued
payroll and related expenses increased by $1.1omiflue to the timing of payroll disbursements andrual for incentive compensation.

Our investing activities used $1.5 milliduring the three months ended March 31, 2011giiynrelated to the acquisition of
production and scientific equipment, and buildingprovements.

We are planning approximately $7.0 millia capital expenditures for the remainder of 200te primary purpose for our capital
expenditures is to acquire manufacturing equipnierglement facility improvements, and for the puasé or development of information
technology. We plan to fund these capital expenetwvith cash flow from operations and other abdélaources of liquidity. We have
$0.5 million in firm purchase commitments with respto such planned capital expenditures as odfidte of filing this report.

Our financing activities generated appraately $28.0 million of cash during the three nfenénded March 31, 2011. This was
primarily related to proceeds from the sale of cwmmon stock, partly offset by repayments made wtideSenior Credit Facility, both
occurring during the first quarter of 2011.

Our $120.0 million Senior Credit Facilityatures on October 8, 2013. The Senior CreditiBabears interest for base rate loans at a
rate equal to (i) the higher of (a) the lenderisngrrate and (b) the Federal funds rate plus otfeshane percent, plus (ii) the applicable rate,
or for Eurodollar rate loans the interest rategisad to (i) the Eurodollar rate, plus (ii) the appble rate. The applicable rate is generally
determined in accordance with a performance prigimgjbased on our leverage ratio and ranges fr&®% to 1.75% for base rate loans and
from 1.50% to 2.75% for Eurodollar rate loans. Blgeeement governing the Senior Credit Facilityulsjsct to certain customary limitations,
including among others: limitation on liens; lintittn on mergers, consolidations and sales of gdgattation on debt; limitation on
dividends, stock redemptions and the redemptiovioapuepayment of other debt; limitation on invesnts (including loans and advances)
and acquisitions; limitation on transactions witfiliates; and limitation on annual capital expetdés. The terms of the Senior Credit Fac
require us to comply with certain financial covetsamhich include a funded debt to EBITDA ratio (efined in the Senior Credit Facility,
with adjusted EBITDA generally calculated as eagsibefore, among other adjustments, interest, tabsggeciation and amortization) not to
exceed 3:00 to 1:00 as of the end of each fiscaltgry and an interest coverage ratio of not leas 8:50 to 1:00 as of the end of each fiscal
quarter. The Senior Credit Facility is secured blystantially all present and future assets andestigs of the Company. As of March 31,
2011, we had $32.0 million available under the 8e@iredit Facility. Our ability to borrow under t&enior Credit Facility fluctuates from
time to time due to, among other factors, our beings under the facility and our funded debt tauatihd EBITDA ratio. At March 31, 2011,
we had $42.0 million outstanding under the Seniad@ Facility which was borrowed in connectiontwihe acquisition of DHI. At
March 31, 2011, we were in compliance with all aoesets.
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Our cash requirements fluctuate as dtrenumerous factors, such as the extent to whietgenerate cash from operations, progress
in research and development projects, competitimhtachnological developments and the time andredipges required to obtain
governmental approval of our products. In additiwa,intend to continue to evaluate candidatesdqusitions or technology licensing. If we
determine to proceed with any such transactionanaye need to incur additional debt, or issue aoldiéti equity, to successfully complete the
transactions. Based on our current cash positidroan current assessment of future operating i£3u# believe that our existing sources of
liquidity will be adequate to meet our operatin@ade during the next 12 months.

Off-Balance Sheet Arrangements

At March 31, 2011, we did not have arptienships or other arrangements with unconsdidi@ntities or financial partners, such as
entities often referred to as structured financepercial purpose entities, which would have begabéished for the purpose of facilitating off-
balance sheet arrangements or other contractuadipw or limited purposes. As such, we are not nalg exposed to any financing,
liquidity, market or credit risk that could aridanie had engaged in such relationships.

Critical Accounting Policies and Estimates

Our discussion and analysis of our finainwondition and results of operations are basedw consolidated financial statements, wi
have been prepared in accordance with accountingiples generally accepted in the U.S. The prejmraf these financial statements
requires us to make estimates and judgments tfeat difie reported amounts of assets, liabilitiegenues and expenses, and related discl
of contingent assets and liabilities. On an on-gdiasis, we evaluate our estimates, including thels¢ed to customer programs and
incentives, bad debts, inventories, intangible tasg@come taxes, stock-based compensation, résting and contingencies and litigation.
We base our estimates on historical experienceoandirious other assumptions that we believe @soreable under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liadslitihat are not readily apparent from other
sources. Actual results may differ from these estas.

There have been no significant changesifical accounting policies or management estasaince the year ended December 31, :
A comprehensive discussion of our critical accaumfiolicies and management estimates is includétbimgement’s Discussion and
Analysis of Financial Condition and Results of Cqiems in our Annual Report on Form 10-K for theryended December 31, 2010.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

The fair market value of our floatingarest rate debt is subject to interest rate rignegally, the fair market value of floating interes
rate debt will vary as interest rates increaseesrehse. We had $42.0 million outstanding undeSemior Credit Facility at March 31, 2011.
The weighted average interest rate on these bamgsais currently 2.5%. A hypothetical 100 basisypadverse move in interest rates along
the entire interest rate yield curve would increaseannual interest expense by approximately 80lébn. Based on our market risk sensi
instruments outstanding at March 31, 2011 and 2@&(thave determined that there was no material ehaidk exposure from such
instruments to our consolidated financial positi@sults of operations or cash flows as of suchglat

Our current investment policy with respecour cash and cash equivalents focuses on airaiimyj acceptable levels of interest rate risk
and liquidity. Although we continually evaluate qulacement of investments, as of March 31, 2016 cash and cash equivalents were
placed in money market or overnight funds that ekele are highly liquid and not subject to matemarket fluctuation risk.

Foreign Currency Exchange Risk

The majority of our international sales aegotiated for and paid in U.S. dollars. Nonlethg these sales are subject to currency risks,
since changes in the values of foreign curreneikgive to the value of the U.S. dollar can rerularproducts comparatively more expensive.
These exchange rate fluctuations could negativepact international sales of our products, as cobéhges in the general economic
conditions in those markets. Continued changeérvtiues of the Euro, the Japanese Yen and ottedgfocurrencies could have a negative
impact on our business, financial condition andilteof operations. We do not currently hedge agja@®change rate fluctuations, which
means that we are fully exposed to exchange rateges.
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ITEM 4. Controls and Procedures

Evaluation of disclosure controls and procedures; We have performed an evaluation under the supervind with the participation of
our management, including our Chief Executive @ffi¢CEO”) and Chief Financial Officer (“CFQ”"), dfie effectiveness of our disclosure
controls and procedures, as defined in Rule 13a)1&(der the Securities Exchange Act of 1934 (Eechange Act”). Based on that
evaluation, our CEO and CFO concluded that oulalsce controls and procedures were effective &dasth 31, 2011 to provide reasone
assurance that information required to be discldigeds in the reports filed or submitted by us urtie Exchange Act is recorded, processed,
summarized and reported within the time periodgi§ipd in the SEC’s rules and forms.

Changesin internal control over financial reporting: There was no change in our internal control ovaaricial reporting during the
three months ended March 31, 2011 that materiffiacted, or is reasonably likely to materially affeour internal control over financial
reporting.
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PART Il OTHER INFORMATION

ITEM 1. Legal Proceedings

None.

ITEM 1A. Risk Factors

There has been no material change in oufaidors as previously disclosed in our Annual ReparForm 10-K for the fiscal year ended
December 31, 2010. For a detailed description ofisld factors, refer to Item 1A, “Risk Factors” afir Annual Report on Form 10-K for the

year ended December 31, 20

ITEM 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The table below sets forth information regagdiepurchases of our common stock by us duringhttee months ended March 31, 2011:

Total number

Approximate dollar
value of shares tha

of shares purchase may yet be
Total number Average as part of publicly purchased

of shares price paid announced plans under the plans or

Period purchased (1 per share or programs programs (2)
January 10,26: $ 14.7¢ — $ 10,300,00
February 10,21: 13.9(C — 10,300,00
March 95¢€ 12.04 — 10,300,00
Total 21,43 $ 14.2% — $ 10,300,00

(1) We repurchased 21,431 shares of common stambnnection with payment of minimum tax withhaeldiobligations relating to the
lapse of restrictions on certain restricted stogkrals during the three months ended March 31, Z

(2) In June 2005, we announced that our Boamiigctors authorized us to repurchase up to $2%l®min shares of our common stock
under our stock repurchase program. In March 2@@7announced that our Board of Directors authorizetb repurchase up to an
additional $25.0 million in shares of our commowocitunder our stock repurchase program. In Dece2®@8, we announced that our
Board of Directors authorized us to repurchaseoumtadditional $25.0 million in shares of our coomstock under our stock
repurchase program. In December 2009, we annouheédur Board of Directors authorized us to repase up to an additional
$25.0 million in shares of our common stock undarsiock repurchase program. Any shares of comrtomk sepurchased under this
program will no longer be deemed outstanding ugmurchase and will be returned to the pool of aigbd shares. This repurchase

program will expire on December 2, 2011 unlessradge by our Board of Director

ITEM5. OTHER INFORMATION
None.
ITEM 6. Exhibits

Exhibit
Number

3.1 Restated Certificate of Incorporation of Quidel @aation. (Incorporated by reference to Exhibit ®.the Registrang’ Curren

Report on Form 1-Q filed on October 29, 201C

3.2 Amended and Restated Bylaws of Quidel Corporafimeorporated by reference to Exhibit 3.2 to thgiReant’'s Current

Report on Form-K filed on November 8, 2000
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Exhibit
Number

4.1

4.2

10.1

10.2

31.1*

31.2*

32.1*

Certificate of Designations of Series C Junior iegrating Preferred Stock. (Incorporated by refeseto Exhibit 4.1 to the
Registrar’s Quarterly Report on Form -Q filed on October 29, 201C

Amended and Restated Rights Agreement dated ase#rBber 29, 2006 between Registrant and Ameriaack Jransfer and
Trust Company, as Rights Agent. (Incorporated ligremce to Exhibit 4.1 to the Registrant’s Curi@eport on Form 8-K filed
on January 5, 2007

2011 Equity Incentive Plan Grants to the CompaigXscutive Officers. (Incorporated by reference xbiBit 10.1 to the
Registrar’s Current Report on Forn-K filed on March 7, 2011.

2011 Annual Base Salaries for the Company’s Exeeuiifficers, effective as of February 28, 2011c@mporated by reference
to Exhibit 10.2 of the Registre’s Current Report of Forrr-K filed on March 7, 2011.

Certification by Principal Executive Officer of Regant pursuant to Rules 13a-14 and 15d-14, agtadgursuant to
Section 302 of the Sarbar-Oxley Act of 2002

Certification by Principal Financial and Accounti@dficer of Registrant pursuant to Rules 13a-14 &bd-14, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certifications by Principal Executive Officer andrigipal Financial and Accounting Officer of Regstt pursuant to 18 U.S.
Section 1350, as adopted pursuant to Section 9@&dbarban«-Oxley Act of 2002

* Filed herewith
(1) Indicates a management plan or compensatory plarrangemen
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly edulsis report to be signed on its behalf by
the undersigned thereunto duly authorized.

Date: April 29, 2011 QUIDEL CORPORATION

/sl DOUGLAS C. BRYANT
Douglas C. Bryant

President and Chief Executive Officer
(Principal Executive Officer)

/s/ JOHN M. RADAK

John M. Radak

Chief Financial Officer

(Principal Financial Officer and Accounting Officer)
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Exhibit
Number

3.1

3.2

4.1

4.2

10.1

10.2

31.1*

31.2*

32.1*

Exhibit Index

Restated Certificate of Incorporation of Quidel ganation. (Incorporated by reference to Exhibit 8 .the Registrant’s Current
Report on Form 1-Q filed on October 29, 201(

Amended and Restated Bylaws of Quidel Corporafimcorporated by reference to Exhibit 3.2 to thgiR&ant’s Current
Report on Form-K filed on November 8, 2000

Certificate of Designations of Series C Junior iegrating Preferred Stock. (Incorporated by refeeeto Exhibit 4.1 to the
Registrar’'s Quarterly Report on Form -Q filed on October 29, 201C

Amended and Restated Rights Agreement dated asadrbber 29, 2006 between Registrant and Amerigaek Stransfer and
Trust Company, as Rights Agent. (Incorporated lgremce to Exhibit 4.1 to the Registrant’s Curri@aport on Form 8-K filed
on January 5, 2007

2011 Equity Incentive Plan Grants to the CompafXscutive Officers. (Incorporated by reference xaiit 10.1 to the
Registrar’'s Current Report on Forn-K filed on March 7, 2011.

2011 Annual Base Salaries for the Company’s Exeeudifficers, effective as of February 28, 2011c@imporated by reference
to Exhibit 10.2 of the Registre’s Current Report of Forrr-K filed on March 7, 2011.

Certification by Principal Executive Officer of Reggant pursuant to Rules 13a-14 and 15d-14, agtadgursuant to
Section 302 of the Sarbal-Oxley Act of 2002

Certification by Principal Financial and Accounti@dficer of Registrant pursuant to Rules 13a-14 &bd-14, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certifications by Principal Executive Officer andrigipal Financial and Accounting Officer of Regasit pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9¢&dbarban~Oxley Act of 2002

* Filed herewith
(1) Indicates a management plan or compensatory plarrangemen
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Douglas C. Bryant, certify that:
1. | have reviewed this report on Form-Q of Quidel Corporatior

2. Based on my knowledge, this report doesantain any untrue statement of a material facioit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the
period covered by this repo

3. Based on my knowledge, the financial statémend other financial information included imsthreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedaresgused such disclosure controls and procedortes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financiala®pg, or caused such internal control over finah@porting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrarissldsure controls and procedures and presentgtsimeport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis report based on such
evaluation; ant

(d) Disclosed in this report any change in the regigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

(&) All significant deficiencies and material weakses in the design or operation of internal cordgx@r financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refimanhcial information; ani

(b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrant’s
internal control over financial reportin

Date: April 29, 2011

/sl DOUGLAS C. BRYANT
Douglas C. Bryant

President and Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL AND ACCOUNTING  OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John M. Radak, certify that:
1. | have reviewed this report on Form-Q of Quidel Corporatior

2. Based on my knowledge, this report doesantain any untrue statement of a material facioit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the
period covered by this repo

3. Based on my knowledge, the financial statémend other financial information included imsthreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedaresgused such disclosure controls and procedortes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financiala®pg, or caused such internal control over finah@porting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the registrarissldsure controls and procedures and presentgtsimeport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis report based on such
evaluation; ant

(d) Disclosed in this report any change in the regigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

(&) All significant deficiencies and material weakses in the design or operation of internal cordgx@r financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refimanhcial information; ani

(b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrant’s
internal control over financial reportin

Date: April 29, 2011

/s/ JOHN M. RADAK

John M. Radak

Chief Financial Officer

(Principal Financial Officer and Accounting Officer)




Exhibit 32.1

Certifications by the Principal Executive Officer and Principal Financial and Accounting Officer of Registrant
pursuant to Section 906 of the Sarbanes-Oxley Acf 2002.

Each of the undersigned hereby cesijfin his capacity as an officer of Quidel Corfpiorg a Delaware corporation (the “Company”),

for purposes of 18 U.S.C. Section 1350, as adgmtesliant to Section 906 of the Sarbanes-Oxley A2062, that to the best of his
knowledge:

» the Company’s Quarterly Report on Form 10-Q fier period ended March 31, 2011, as filed with teeusities and Exchange

Commission on the date hereof, fully complies vifith requirements of Section 13(a) or 15(d) of teeuSities Exchange Act of 19!
as amended; ar

« the information contained in such report fairhegents, in all material respects, the financialdition and results of operations of the
Company

Dated: April 29, 2011

/sl DOUGLAS C. BRYANT
Douglas C. Bryant

President and Chief Executive Officer
(Principal Executive Officer)

/s/ JOHN M. RADAK
John M. Radak
Chief Financial Officer

(Principal Financial Officer and Accounting
Officer)




