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PART | FINANCIAL INFORMATION
ITEM 1. Financial Statements

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

September 3C December 31
2012 2011
ASSETS
Current asset:
Cash and cash equivale $ 17,84. $ 61,33
Accounts receivable, n 17,13: 14,64¢
Inventories 16,90¢ 14,65«
Deferred tax ass—current 10,68: 10,68
Income tax receivabl 13€ 167
Prepaid expenses and other current a: 6,38( 3,24¢
Total current asse 69,08( 104,72t
Property and equipment, r 30,53¢ 28,08¢
Goodwill 71,01 71,01%
Intangible assets, n 64,17¢ 73,83(
Other nor-current assel 1,97(C 1,23¢
Total asset $ 236,77 $ 278,89«
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 4,67¢ $ 5,001
Accrued payroll and related expen: 5,39¢ 5,37
Accrued royaltie: 22¢ 15,09:
Current portion of lease obligati 367 32¢
Other current liabilitie: 4,76( 7,12¢
Total current liabilities 15,42¢ 32,92¢
Long term deb 19,00( 42,00(
Lease obligation, net of current porti 5,66 5,94
Deferred tax liabilit—nor-current 4,64¢ 7,04(
Income taxes payab 4,41: 4,667
Other nor-current liabilities 952 92¢
Commitments and contingenci
Stockholder equity:
Preferred stock, $.001 par value per share; 5,88fes authorized; none issued or outstanding at
September 30, 2012 and December 31, : — —
Common stock, $.001 par value per share; 50,00@slzthorized; 33,297 and 33,276 shares it
and outstanding at September 30, 2012 and Dece3ib@011, respective 33 33
Additional paic-in capital 180,05¢ 175,03(
Retained earning 6,57¢ 10,32:
Total stockholder equity 186,66¢ 185,38t
Total liabilities and stockholde’ equity $ 236,77 $ 278,89:

See accompanying notes.
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QUIDEL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data; unaudited)

Three months endec

Nine months endec

September 30 September 30
2012 2011 2012 2011
Total revenues $32,99¢ $33,10¢ $101,81¢ $120,21:
Costs and expens
Cost of sales (excludes amortization of intangéssets of $1,438, $1,670, $4,315
$5,009, respectively 14,87: 14,99¢ 43,68¢ 47,57¢
Research and developmt 5,08¢ 5,88¢ 20,43: 19,55¢
Sales and marketir 7,77¢€ 6,48 21,98¢ 18,99¢
General and administrati 4,75¢ 5,19¢ 15,81: 17,13t
Amortization of intangible assets from acquiredibesses and technolo 1,72¢ 1,791 5,16¢ 5,34
Total costs and expens 34,22( 34,35: 107,08 108,61
Operating (loss) incom (1,227) (1,249 (5,277) 11,60:
Other (expense) incon
Interest incomt 8 42 35 151
Interest expens (28€) (48%) (985) (1,639
Other expens (27) — (27) —
Total other expens (305) (443) (977) (1,48%)
(Loss) income before tax (1,52%) (1,687) (6,24¢%) 10,11
(Benefit) provision for income tax: (857) (579 (2,500 3,43¢
Net (loss) incom $ (6760 $(1,119) $ (38,74) $ 6,67F
Basic and diluted (loss) earnings per st $ (002 $ (003 $ (017 $ 0.2
Shares used in basic per share calculz 33,00« 33,01¢ 33,03¢ 32,83
Shares used in diluted per share calcule 33,00« 33,01¢ 33,03¢ 33,18¢

See accompanying notes.
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QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands; unaudited)

Nine months endec
September 30

2012 2011
OPERATING ACTIVITIES:
Net (loss) incom $(3,747) $ 6,67¢
Adjustments to reconcile net (loss) income to mshcprovided by operating activitie
Depreciation, amortization and ott 16,48t 12,06
Loss on disposal of ass¢ 27 —
Stocl-based compensation expel 5,001 5,79¢
Change in deferred tax assets and liabil (2,397) 2,52
Changes in assets and liabiliti
Accounts receivabl (2,48¢) (3,82¢)
Inventories (2,140 2,85¢
Income tax receivabl 31 8,261
Prepaid expenses and other current a: (2,617 (599
Accounts payabl (877) (289)
Accrued payroll and related expen: (160 2,15¢
Accrued royaltiet (14¢) (1,85¢)
Accrued income taxes payal (259) —
Other current and necurrent liabilities (844) 521
Net cash provided by operating activit 5,88¢ 34,29
INVESTING ACTIVITIES:
Acquisitions of property and equipme (6,909 (3,259
Acquisitions of intangible (15,359 (14,269
Purchase of busine (1,000 —
Proceeds from sale of fixed ass 11F —
Net cash used for investing activiti (23,14)) (17,519
FINANCING ACTIVITIES:
Payments on lease obligati (242) (207)
Purchases of common sta (3,409 (625)
Payments on line of crec (23,000 (30,000
Payments on note payable to state ag: (1,499 —
Issuance of common stock, net of cancellat 2,96( 59,22
Other (1,047 (907)
Net cash (used for) provided by financing actiw (26,22§) 27,48
Net (decrease) increase in cash and cash equis (43,490 44,25
Cash and cash equivalents, beginning of pe 61,33 6,78¢
Cash and cash equivalents, end of pe $17,84: $51,04¢
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for inter $ 98 $ 1,63¢
Cash paid during the period for income ta $ — $ 20C
NON-CASH INVESTING ACTIVITIES:
Purchase of capital equipment by incurring curtiatilities $ 558 ¢$ 157
Purchase of licensed technology by incurring curliabilities $ — $ 16,56
NON-CASH FINANCING ACTIVITIES:
Reduction of other nc-current assets upon issuance of common ¢ $ — $ 47¢
Increase of other nicurrent assets upon issuance of common ¢ $ 652 $ —
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 1. Basis of Presentation

The accompanying unaudited consolidated finant@éments of Quidel Corporation and its subsidgfilbee “Company”) have been
prepared in accordance with generally acceptedusititg 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 reclassifications have been made to pear smounts to conform to the current year preentalhe Company reclassified
patent and trademark expenses of $0.3 million @@ #illion from research and development expeageheral and administrative expense
on the Consolidated Statements of Operations #ttttee and nine months ended September 30, 28ddeatively. The Company reclassi
stock-based compensation expense of $0.6 millimm faccrued payroll and related expenses to stos&ebeompensation expense on the
Consolidated Statements of Cash Flows for the miaeths ended September 30, 2011. For the nine menifed September 30, 2011, the
Company reclassified a reduction of other monrent assets of $0.5 million from cash providgdibancing activities and from cash provic
by operating activities to non-cash financing atigg on the Consolidated Statements of Cash flows.

The information at September 30, 2012, and fotlihee and nine months ended September 30, 201204r1d is unaudited. Operating
results for the three and nine months ended SeptieBth) 2012 are not necessarily indicative of #selts that may be expected for the year
ending December 31, 2012. For further informatrefer to the Compang’consolidated financial statements and footndteeto for the ye:
ended December 31, 2011 included in the Compardi4 2nnual Report on Form 10-K. Subsequent evesis been evaluated up to and
including the date these financial statements vgsged. In the opinion of management, all adjustseonsidered necessary for a fair
presentation (consisting of normal recurring ads)uaave been included. Operating results for amyrtgr are historically seasonal in nature
and are not necessarily indicative of the resuipeeted for the full year.

For 2012 and 2011, the Company’s fiscal year wihas ended on December 30, 2012 and January 2, &pectively. For 2012 and
2011, the Company’s third quarter ended on SepteBhe2012 and October 2, 2011, respectively. Bse®f reference, the calendar quarter
end dates are used herein. The three and nine meritids ended September 30, 2012 and 2011 bdtidett 13 and 39 weeks, respectively.

Note 2. Comprehensive (loss) income

Net (loss) income is equal to comprehensive (logz)me for the three and nine months ended Septeddh@012 and 2011. During t
first quarter ended March 31, 2012, the CompanytdbAccounting Standards Update No. 2011-05, Cehw®rsive Income (Topic 220):
Presentation of Comprehensive Income.

Note 3. Computation of Earnings Per Share

Diluted net income per share is reported baseth®miore dilutive of the treasury stock or the tiass method. Under the two-class
method, net income is allocated to common stockpamticipating securities. The Company’s unvesestricted stock awards and certain
unvested restricted stock units meet the definitibparticipating securities. Basic net income @eare under the two-class method is
computed by dividing net income adjusted for eaggiallocated to unvested stockholders for the gddriothe weighted average number of
common shares outstanding during the period. Qilait income per share under the two-class methodmputed by dividing net income
adjusted for earnings allocated to unvested stddien® for the period by the weighted average nurobeommon and common equivalent
shares outstanding during the period. The Compaouées stock options from the calculation of dillinet income per share when the
combined exercise price, unrecognized stock-bagegbensation and assumed tax benefits upon exendsgreater than the average market
price for the Company’s common stock because #ffgct is anti-dilutive. For the nine months en@&mptember 30, 2011, 1.9 million shares
were excluded from the calculation of diluted eagsiper share (“EPS”) as their effect was antitolitu
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 3. Computation of Earnings Per Share (Continug)

For the three and nine months ended Septembe03Q,hd the three months ended September 30, B8dd were no differences between
the number of common shares used for the basiditutdd EPS computations as they were periods iiciwiine Company incurred a net loss.
Due to the fact that the holders of participatingwsities are not contractually required to shardné Company’s losses, in applying the two-
class method to compute basic net loss per comimeme sno allocation to participating securities wasle for periods in which the Company
incurred a net loss.

The following table sets forth the computation abiz and diluted EPS for the nine months endede@epr 30, 2011 (in thousands,
except per share amounts):

2011
Basic net income per shal
Net income $ 6,67¢
Less: income allocated to participating securi (61)
Net income allocated to common stockholc $ 6,61«
Weighted average common shares outstan— basic 32,83
Net income per sha— basic $ 0.2
Diluted net income per shai
Net income $ 6,67¢
Less: income allocated to participating securi (6C)
Net income allocated to common stockholc $ 6,61¢
Weighted average common shares outstan— basic 32,83
Dilutive securities 35¢€
Weighted average common shares outstan— diluted 33,18¢
Net income per sha— diluted $ 0.2

Note 4. Inventories
Inventories are recorded at the lower of costtfirsfirst-out) or market and consist of the fellmg (in thousands):

September 3C December 31

2012 2011
Raw materials $ 5,565¢ $ 5,23¢
Work-in-process (materials, labor and overhe 4,70¢ 3,63
Finished goods (materials, labor and overhi 6,641 5,78:¢
$ 16,90¢ $ 14,65¢
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 5. Other Current Liabilities
Other current liabilities consist of the followilfip thousands):

September 3C December 31
2012 2011

Accrued liability for technology licenses $ 53C $ 863
Customer incentive 1,40( 2,35z
Accrued interes- income taxe: 607 491
Customer prepaymen 48 20z
Current portion of note payable to state age — 1,49¢
Unearned research and development collaboratiasfreceiver 1,222 —
Other 95¢ 1,72(

$  4,76( $ 7,12

Note 6. Income Taxes

The Company'’s effective tax rate for the nine merghded September 30, 2012 and 2011 was 40.09%abib 3respectively. The
Company recognized an income tax benefit of $216amiand an income tax expense of $3.4 milliontfee nine months ended Septembe
2012 and 2011, respectively. The primary differelneeveen the September 30, 2012 and Septembe®3B0 e¥fective tax rate is due to the
exclusion of the federal research and developnaentriedit due to the expiration of the statuteaddition, the Company reduced the reserve
for uncertain tax positions resulting from a fedistatutory audit. During the quarter ended Septam30, 2012, the Company was notified by
the Internal Revenue Service that it is examinimg@ompany’s federal tax returns for the years eé@@®7 through 2010.

The Company is subject to periodic audits by doinestd foreign tax authorities. The Company’s fedléax years for 1995 and
forward are subject to examination by the U.S. auitiles due to the carry forward of unutilized operating 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 gmpte support for the income tax positions takerit® tax returns and that its accruals for
tax liabilities are adequate for all open yearsedasn an assessment of many factors, includinggx@&rience and interpretations of tax law
applied to the facts of each matter.

Note 7. Line of Credit

On August 10, 2012, the Company entered into amdettand restated $140.0 million senior securedisgted credit facility (the
“Senior Credit Facility”), which matures on Augudd, 2017. The Senior Credit Facility amends anthtes the Company’s $120.0 million
senior secured credit facility dated October 8,823 part of this amendment, the Company incue@ million in deferred financing costs
related to the Senior Credit Facility in additiantbhe $0.6 million it had previously recorded rethto the original credit facility. As of
September 30, 2012, the Company had $1.6 millioluéted as a portion of other non-current assets.Sénior Credit Facility bears interest
at either LIBOR or the base rate plus in each tdas@pplicable margin. The base rate is equaldditpher of (i) the lender’s prime rate,

(ii) the federal funds rate plus one-half of onecpat and (iii) LIBOR plus one percent. The apfiearate is generally determined in
accordance with a performance pricing grid basetherCompany’s leverage ratio and ranges from 1.252650% for LIBOR rate loans and
from 0.25% to 1.50% for base rate loans (weightesiage interest rate of 1.72% at September 30,)20h2 agreement governing the Senior
Credit Facility is subject to certain customaryitations, including among others: limitation onnlge limitation on mergers, consolidations
and sales of assets; limitation on debt; limitatondividends, stock redemptions and the redempgtiatior prepayment of other debt;
limitation on investments (including loans and awb&s) and acquisitions; limitation on transactiaiith affiliates; and limitation on
disposition of assets. The Company is also subjefimancial covenants which include a funded delatdjusted EBITDA ratio (as defined in
the Senior Credit Facility, with adjusted EBITDAmgzally calculated as earnings before, among attigistments, interest, taxes,
depreciation, amortization, and stock-based congimg not to exceed 3:1 as of the end of eaclalfigaarter, and an interest coverage ratio
of not less than 3:1 as of the end of each fisaattgr. The Senior Credit Facility is secured byssantially all present and future assets and
properties of the Company.
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 7. Line of Credit (continued)

As of September 30, 2012, the Company had $60lmavailable under the Senior Credit Facility. eT@ompany'’s ability to borrow under

the Senior Credit Facility fluctuates from timetime due to, among other factors, the Company’sdvadngs under the facility and its funded
debt to adjusted EBITDA ratio. As of September3m 2, the Company had $19.0 million outstandingennide Senior Credit Facility. As of

September 30, 2012, the Company was in compliaiitteall financial covenants.

Note 8. Stockholders’ Equity

During the nine months ended September 30, 20228 shares of restricted stock were awardedfb&thares of restricted stock were
cancelled, 197,109 shares of common stock weredsgue to the exercise of stock options and 44sk@@es of common stock were issue
connection with the Company’s employee stock pwsehdan (the “ESPP”), resulting in net proceedhéoCompany of approximately $3.0
million (excludes $0.6 million included in prepaspenses and other current assets as of Septemi2012). Additionally, during the nine
months ended September 30, 2012, 231,704 shacegstdnding common stock were repurchased for appedely $3.4 million, which
primarily included shares repurchased under thef2myis previously announced share repurchase prodrat also included 31,304 shares
repurchased in connection with payment of minimarmwithholding obligations for certain employeektiag to the lapse of restrictions on
certain restricted stock awards during the ninetimended September 30, 2012. There was approxyn®&22.1 million remaining under the
Company’s share repurchase program as of Septe36b2n12.

Note 9. Stock-Based Compensation

The compensation expense related to the Compatogk-based compensation plans included in the apaaging Consolidated
Statements of Operations for the three and ninetlma@nded September 30, 2012 and 2011 was as $o{lownillions):

Three months Nine months
ended ended

September 30, September 30,
2012 2011 2012 2011
Cost of sales $0.2 $0.1 $0.4 $0.5
Research and developmt 0.z 0.2 0.€ 0.€
Sales and marketir 0.2 0.2 0.4 0.3
General and administrati\ 0.t 1.C 34 4.7
$1.4 $1.€ $5.C $5.8

Total compensation expense recognized for the tm@#&hs ended September 30, 2012 and 2011 inc&@@smillion and $1.0 million
related to stock options and $0.5 million and $@ilion related to restricted stock, respectivéliptal compensation expense recognized for
the nine months ended September 30, 2012 and a6lLdes $3.0 million and $3.6 million related tocit options and $2.0 million and
$2.2 million related to restricted stock, respeaiiiv As of September 30, 2012, total unrecognizedgensation expense related to non-vestec
stock options was $5.0 million, which is expectedé¢ recognized over a weighted-average periogmfoximately 2.2 years. As of
September 30, 2012, total unrecognized compensatipense related to non-vested restricted stockb@@smillion, which is expected to be
recognized over a weighted-average period of apmrately 1.0 years. Compensation expense capitalz@d/entory and compensation
expense related to the Company’s ESPP were notialdte the three and nine months ended Septei3®e2012 and 2011.

The estimated fair value of each stock option awead determined on the date of grant using thekB&aholes option valuation model
with the following weighted-average assumptionstfar option grants.

9
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Quidel Corporation
Notes to Consolidated Financial Statements

(Unaudited)
Note 9. Stock-Based Compensation (Continued)
Nine months
ended
September 30,
2012 2011
Expected option life (in years) 5.52 5.22
Volatility rate 0.4¢€ 0.47
Risk-free interest rat 0.82% 2.05%
Dividend rate 0% 0%

The weighted-average grant date fair value of stptions granted during the nine months ended &dy#e 30, 2012 and 2011 was
$6.51 and $5.73, respectively. The Company graé2dd705 and 519,337 stock options during the nioaths ended September 30, 2012
2011, respectively. The weighted-average grant@atealue of restricted stock granted during tiiree months ended September 30, 2012
and 2011 was $15.49 and $12.86, respectively. Tmpany granted 135,295 and 207,532 shares ofatestrstock during the nine months
ended September 30, 2012 and 2011, respectivetygiidnt date fair value of restricted stock is aebeed based on the closing market price
of the Company’s common stock on the grant date.

Note 10. Industry and Geographic Information

The Company operates in one reportable segmers 8atustomers outside the U.S. represented #1i8i®n (16%) and $13.8 million
(11%) of total revenue for the nine months endgateSeber 30, 2012 and 2011, respectively. As of&eper 30, 2012 and December 31,
2011, balances due from foreign customers were@illibn and $4.8 million, respectively.

The Company had sales to individual customers aeexof 10% of total revenue, as follows:

Nine months
ended
September 30,
201 2011
Customer
A 16% 15%
B 6% _12%
2% 2%

As of September 30, 2012, accounts receivable fnestomers with balances due in excess of 10% af a@tounts receivable totaled
$8.1 million while, at December 31, 2011, accouat®ivable from customers with balances due inExo€ 10% of total accounts receivable
totaled $5.5 million.

Note 11. Commitments and Contingencies
Licensing Arrangements

On September 27, 2011, the Company entered intS8é¢bhend Amendment (the “Amendment”) to Quidel/Imess Settlement

Agreement dated April 27, 2005 (the “Agreement® amended by an addendum dated June 19, 2006Akeitn Inc. (formerly known as
Inverness Medical Innovations, Inc.) (“Alere”).

10
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 11. Commitments and Contingencies (Continued)

The Amendment, which was effective as of April @12, amended certain royalty and other provisiarteé Agreement and enabled
the Company to “buy-down” and “buy-out” its futureyalty obligation under the Agreement for paymentaling $29.5 million. Under the
Amendment, the Company made an initial cash paywie$it3.8 million to Alere in September 2011 in nention with a buy-down of the
Company'’s royalty obligations for the period begimnJuly 1, 2011. In addition, the Company exetige buy-out right for any remaining
future royalty obligation by exercising the Royaltgrmination Option (as defined in the Amendmemtyanuary 2012, thereby terminating
the Companys obligation to pay future royalties under the Agmnent in exchange for a fixed cash payment in theusat of $15.7 million les
$1.0 million of specified third quarter 2011 royadt This amount was paid in February 2012.

In conjunction with Financial Accountings StandaBismard Accounting Standard Update No. 2009 Value Measurements and
Disclosures (Topic 820the Company assigned $28.8 million to the licertsetinology and $0.7 million as a one-time chargeost of sales.
In determining the fair value allocation betweea ifitangible asset licensed technology and thetiome€harge to cost of sales, the Company
assessed the past and estimated future revenaestrelated to present and future products thathgspatents that are subject to the
Amendment. The effective life and related amoriarabf the licensed technology will be based ontiger of the percentage of usage or
straight-line method. This percentage of usageheltetermined using the revenues generated frodupts covered by the patents that are
subject to the Amendment. The terms of the Amendmpmvide for an estimated useful life of 3.5 yefansthis asset. The Company recorded
$1.9 million and $5.7 million of amortization exenincluded as a portion of cost of sales for tineet and nine months ended September 30,
2012, respectively.

In addition to the royalty agreement noted abdve,Gompany has entered into various other licersgmgements, which largely requ
royalty payments based on specified product salegedl as the achievement of specified milestoiies. Company had royalty expenses
relating to those agreements of approximately #tilon and $0.4 million for the three months endgebtember 30, 2012 and 2011,
respectively, and $0.6 million and $1.5 million fbe nine months ended September 30, 2012 and g&dectively.

Legal

The Company is involved in various claims and &itign matters from time to time in the ordinary s®iof business. Management
believes that all such current legal actions, sdggregate, will not have a material adverse effie¢the Company. The Company also
maintains insurance, including coverage for prodiatility claims, in amounts which management &edis are appropriate given the natul
its business. At September 30, 2012 and Decemhe2(31, the Company had $0.8 million accrued aahdlity for various legal matters
where the Company deemed the liability probableestuinable.

Research and Development Collaboration Agreements

The Company has entered into various collaboragmeements which provide it with rights to develognufacture and market
products using the intellectual property and tetbgnpof its collaborative partners. Under the tewhsertain of these agreements, the
Company is required to make periodic payments baseathievement of certain milestones. These mihest generally include achievement
of prototype assays, validation lots and clinicalls. At September 30, 2012, total future milestpayments which may become due under
the terms of these agreements are estimated at#lich in the aggregate. These costs may fluetirtsed on estimated development costs
and activities and are expected to be paid at variates through December 2013.

11
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 11. Commitments and Contingencies (Continued)

During the three months ended September 30, 2B&@2ZZompany entered into a master collaborationreageat with a third party for tf
development of molecular diagnostic assays ovareaykar term. In connection with mutually agre@wm project plans and timelines for
each molecular assay, the third party is expectedimburse the Company a portion of total prodigstelopment costs. As of September 30,
2012, the Company and the third party have exequig@ct plans for several assays under the magteement. Reimbursements of
development costs are recorded as a reductiorséareh and development expense and recognized lawtbr of cumulative cash received,
or to be received, or a proportion of actual costsrred as a percentage of total costs expectbd tocurred for all projects in the agreement.
Accordingly, the Company recorded a receivable ftbendevelopment partner for the first paymenhmamount of $2.5 million as a
component of prepaid expenses and other curreetsaas of September 30, 2012, the earned portiéa.8fmillion as a reduction to research
and development expense for the three months ebelgimber 30, 2012, and the unearned portion @friillion as a component of other
current liabilities as of September 30, 2012.

Note 12. Lease Obligation

During 1999, the Company completed a sale and bea&etransaction of its San Diego facility. Theilfacwas sold for $15.0 million,
of which $3.8 million was capital contributed byet@ompany. The sale was an all cash transactittmaéhe Company approximately $7.0
million. The Company is a 25% limited partner i fhartnership that acquired the facility. The teantion was deemed a financing transac
under the guidance in ASC Topic 840-40, AccounforgSales of Real Estate. The assets sold remaiheohooks of the Company and will
continue to be depreciated over the estimated Lisfefuin December 2009, the Company amendeddhag of its lease agreement which had
no significant impact on the Company’s financialtsiments. The amended terms include a new tenlaese term through December 2019,
with options to extend the lease for up to threditaahal five-year periods. The Company will ampetithe lease obligation over this new
term. The amount of the monthly rental paymentsaiemthe same under the amendment. The combingdntavalue of the land and
building subject to this lease, net of accumulategreciation, was $2.3 million and $2.4 millioncisSeptember 30, 2012 and December 31,
2011, respectively. In addition, the Company hasaption to purchase the general partner’s intémeste partnership in January 2015 for a
fixed price. The Company has determined that teeship is a variable interest entity (VIE). TBempany is not, however, the primary
beneficiary of the VIE as it does not absorb the¢omity of the partnership’s expected losses orinara majority of the partnership’s residual
returns. The Company made lease payments to theepsttip of approximately $0.8 million for eachtioé nine months ended September 30,
2012 and 2011.
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Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 13. Fair Value Measurement
ASC Topic 820, Fair Value Measurements and Disckssequires the valuation of assets and liabilitidgjesct to fair value
measurements using a three tiered approach andafar measurement be classified and disclosetdboZbmpany in one of the following
three categories:
Level 1: Unadjusted quoted prices in active markeds are accessible at the measurement datedotiédl, unrestricted assets or
liabilities;
Level 2: Quoted prices for similar assets and i in active markets, quoted prices in markbts are not active, or inputs which are
observable, either directly or indirectly, for steogtially the full term of the asset or liability;
Level 3: Prices or valuation techniques that regjiriputs that are both significant to the fair ealneasurement and unobservable (i.e.
supported by little or no market activity).

As of September 30, 2012 and December 31, 201 Latging amount of the Company’s Senior CreditilRg@pproximates fair value
because it has a variable interest rate that tsflearket changes to interest rates and chandke l@ompany’s leverage ratio. As of
September 30, 2012 and December 31, 2011, the Gomysad Level 2 inputs to determine the fair vatigs Senior Credit Facility. As of
September 30, 2012 and December 31, 2011, themgiaynount of the Company’s cash equivalents apprates fair value. Cash
equivalents primarily consisted of funds held imaney market account. As of September 30, 2012auoember 31, 2011, the carrying v
of cash equivalents was $10.9 million and $46.%oni| respectively, and was determined based orlL&vnputs.
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ITEM 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
In this quarterly report, all references to “wegut” and “us” refer to Quidel Corporation and itdsidiaries.

Future Uncertainties and Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the fetisecurities 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 reliammn sales of our influenza diagnostic tests, uacgy surrounding the detection of novel
influenza viruses involving human specimens, otlitgtio develop new products and technology, adearthanges in the competitive and
economic conditions in domestic and internationatkats, our reliance on and actions of our majsirihiutors, technological changes and
uncertainty with research and technology develogmecduding any future molecular-based technoldbg, medical reimbursement system
currently in place and future changes to that systeanufacturing and production delays or diffimgdf 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 predot ability to execute our growth strategy, umithg 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 reagrpatent license fee payments not currently reftein our costs, potential inadequacy of
booked reserves and possible impairment of googawilll lower than anticipated acceptance, salesadkehpenetration of our new products.
Forward-looking statements typically are identiftadthe use of terms such as “may,” “will,” “shoyldmight,” “expect,” “anticipate,”
“estimate,” and similar words, although some fomlvlroking statements are expressed differentlywod-looking statements in this
Quarterly Report include, among others, statemesriserning: our outlook for the remainder of 20b2|uding projections about our
revenue, gross profit, expenses, and net earnamggected capital expenditures for the remainde2Qdf2 and our source of funds for such
expenditures; the sufficiency of our liquidity acabital resources; the future impact of deferredassets or liabilities; the expected vesting
periods of unrecognized compensation expense; anhi@ntion to maintain our emphasis on reseanchdevelopment, to introduce new
products, and to continue to evaluate technology@wmpany acquisition opportunities and the soofdands for such investments. The
risks described under “Risk Factors” in Item 1Atlts Report on Form 10-Q and our Annual Report om10-K for the year ended
December 31, 2011, and elsewhere herein and imtsepod registration statements that we file wlih $ecurities and Exchange Commission
(the “SEC”) from time to time, should be carefutignsidered. You are cautioned not to place undisnoe on these forward-looking
statements, which reflect management’s analysig ambf the date of this Quarterly Report. Thedimihg should be read in conjunction with
the audited Consolidated Financial Statements atdd\thereto beginning on page 3 of this QuartRdport. We undertake no obligation to
publicly release the results of any revision oratpdbf these forward-looking statements, excepeaqgired by law.

Overview

We have a leadership position in the developmeahufacturing and marketing of rapid diagnosticibgssolutions. These diagnostic
testing solutions primarily include applicationsiifiectious diseases, women'’s health and gastisiintd diseases. We sell our products
directly to end users and distributors, in eacle cts professional use in physician offices, htadgj clinical laboratories, reference
laboratories, leading universities, retail clingo®d wellness screening centers. We market our ptsdluthe U.S. through a network of
national and regional distributors, and a diretgséorce. Internationally, we sell and market @ity through distributor arrangements.
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Outlook

We anticipate revenue growth over the next threethwas compared to the same three month perite iprior year and a related
positive impact on gross profit and net earnings.Will continue our focus on prudently managing business and delivering solid financial
results, while at the same time striving to congita introduce new products to the market and ramimg our emphasis on research and
development investments and commercializationdogér term growth. Finally, we will continue to &vate opportunities to acquire new

product lines and technologies, as well as, compaquisitions.

Results of Operations

Three months ended September 30, 2012 compared tetthree months ended September 30, 2011

Total Revenues

The following table compares total revenues forttlree months ended September 30, 2012 and 201Hoisands, except percentac

Infectious disease net product sales
Womer's health net product sal
Gastrointestinal disease net product s
Other net product sal

Royalty, license fees and grant reve
Total revenue

For the three months Increase

ended September 3C (Decrease’
2012 2011 $ %
$21,62:  $21,99¢  $(374) @)%
8,741 8,14¢ 59¢€ 7%
1,58¢ 1,71¢ (135) (8)%
54C 68¢ (149  (22%
511 55¢ (48) (9)%
$32,99¢  $33,10¢  $(110) 0%

The increase in women'’s health net product salesdsigen primarily by an increase in sales from uegnancy products of $0.4
million. This increase was offset by a decreasefiectious disease product sales driven primanialiecrease in sales from our flu products
of $0.5 million. The revenue from our royalty, lieee fees and grant revenue category for all pepddsarily relates to royalty payments

earned on our patented technologies utilized byl tharties.

Cost of Sales

Cost of sales was $14.9 million, or 45% of totalereues for the three months ended September 3@, 20thpared to $15.0 million, or
45% of total revenues for the three months endgdeB®er 30, 2011. The absolute dollar value of cbstles was relatively constant for

direct and indirect costs for both periods.

Operating Expenses

The following table compares operating expensegh®ithree months ended September 30, 2012 and(ROthbusands, except

percentages):

Research and development

Sales and marketir

General and administrati

Amortization of intangible assets from acquiredibesses and
technology

For the three months
ended September 3C

2012 2011 Increase (Decrease
As a% As a % of
Operating of Operating
total total
expense: revenue: expense: revenues $ %
$ 5,08t 15% $ 5,88¢ 18% $ (799  (149%
7,77¢ 24% 6,481 20% 1,28¢ 20%
4,75¢ 14% 5,19¢ 16% (435) (8)%
(4)
1,72¢ 5% 1,791 5% (623 %
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Research and Development Expense

Research and development expense for the threenmentled September 30, 2012 decreased from $3i8md $5.1 million primarily
due to a research and development reimbursemé&it 8fmillion associated with the collaboration agnent described in Note 11 to the
consolidated financial statements. Excluding teimbursement, research and development increas®d.b5ymillion for costs associated with
the development of potential new technologies aitld products under development.

Research and development expenses include direghekcosts such as fees paid to consultantsingerhal direct and indirect costs
such as compensation and other expenses for resmadaevelopment personnel, supplies and mateclalgal trials and studies, facility
costs and depreciation.

Due to the risks inherent in the product developmpencess and given the early-stage of developwfergrtain projects, we are unable
to estimate with meaningful certainty the costswilkincur in the continued development of our pucticandidates for commercialization. In
addition, we have not historically tracked reseactl development costs by individual project. Hosrewe expect our research and
development costs to be substantial as we move ptbduct candidates into preclinical and clinicalls and advance our existing product
candidates into later stages of development.

Sales and Marketing Expense

Sales and marketing expense for the three monttesdeBeptember 30, 2012 increased from $6.5 miltdsir.8 million due to
additional investments of $1.3 million in our sateganization including an increase in personmaydl, training costs, and incentives related
to Sofia instrument placements. Other key companehthis expense relate to continued investmeasgessing future product extensions
and enhancements and market research.

General and Administrative Expense

General and administrative expense for the threetinscended September 30, 2012 decreased from $fichrto $4.8 million primarily
due to a decrease in the incentive compensatiaaaaaf $0.2 million for the three months ended t8efber 30, 2012 because of a weak
2011/2012 cold and flu season.

Amortization of Intangible Assets from Acquired Busnesses and Technology

Amortization of intangible assets from acquiredibesses consists of customer relationships, puechi@shnology and patents and
trademarks acquired in connection with our acqoisibf DHI. Amortization of intangible assets franquired technology consists primarily
of expense associated with purchased technology.

Other Income (Expense)

Interest expense primarily relates to interest paidborrowings under the Senior Credit Facility amdrest paid on our lease obligation
associated with our San Diego facility. The redutin the outstanding principle balance under ithe ¢f credit from $42.0 million as of
September 30, 2011 to $19.0 million as of SepterBbeR012 resulted in a reduction to interest exspenf $0.2 million.

Income Taxes

As of the three months ended September 30, 201&aptémber 30, 2011, our expected annual effetaiveate was 55.7% and 34.0%,
respectively. We recognized a tax benefit of $0iian and $0.6 million for the three months endgebtember 30, 2012 and 2011,
respectively. The primary difference between thpt&aber 30, 2012 and September 30, 2011 effeciveate is due to the exclusion of the
federal research and development tax credit dtigetexpiration of the statute. In addition, we meghliour reserve for uncertain tax positions
resulting from a federal statutory audit.
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Nine months ended September 30, 2012 compared teethine months ended September 30, 2011

Total Revenues
The following table compares total revenues forrtime months ended September 30, 2012 and 201disands, except percentages):

For the nine months Increase

ended September 3C (Decrease

2012 2011 $ %
Infectious disease net product sales $ 66,73 $ 84,89 $(18,159) (21)%
Womer's health net product sal 25,63¢ 24,55¢ 1,082 4%
Gastrointestinal disease net product s 4,79( 5,25¢ (464) (9)%
Other net product sal 3,26¢ 3,70¢ (442) (12)%
Royalty, license fees and grant reve 1,38i 1,80(C (413) (23)%
Total revenue: $101,81¢ $120,21. $(18,39¢) (15)%

The decrease in total revenues was largely retatadveak 2011/2012 cold and flu season. This haablaerse impact on our infectious
disease products, including influenza, Group ABtRSYV and DFA respiratory. This was partially effey stronger sales in our women’s
health product line driven by increased sales oftloyroid products of $0.5 million and increasetesdrom our pregnancy products of $0.4
million. Revenues in other product categories rewhirelatively constant period over period.

The revenue from our royalty, license fees andtgmrenue category for all periods primarily reliaeoyalty payments earned on our
patented technologies utilized by third parties.

Cost of Sales

Cost of sales decreased 8% to $43.7 million, or 48%tal revenues for the nine months ended Sepei®0, 2012, compared to $47.6
million, or 40% of total revenues for the nine munended September 30, 2011. The absolute doltaeake in cost of sales is primarily
related to the variable nature of direct costs émaltand labor) associated with the 15% decreasatal revenues. The increase in cost of
sales as a percent of total revenue is primarigytdua shift in product mix as flu volume was lovrethe nine months ended September 30,
2012 compared to the nine months ended Septemb&03@ because of a weak 2011/2012 cold and flsosea

Operating Expenses
The following table compares operating expensefi®nine months ended September 30, 2012 and(@dftiousands, except
percentages):

For the nine months
ended September 30,

2012 2011 Increase (Decrease
As a % As a % of
Operating of Operating
total total

expenses revenue: expenses revenues $ i
Research and development $20,43: 20%  $19,55¢ 16% $ 874 4%
Sales and marketir 21,98¢ 22% 18,99¢ 16% 2,99: 16%
General and administrati 15,81 16% 17,13t 14% (1,329 (8)%
Amortization of intangible assets from acquiredibesses and

technology 5,16t 5% 5,34% 4% 177 3)%

Research and Development Expense

Research and development expense increased froi $ilfion to $20.4 million for the nine months exiSeptember 30, 2012
primarily due to an overall increase of $2.3 millir costs associated with the development ofmiiatenew technologies and with products
under development. The increase was partially bifgehe research and development reimbursemesit.8fmillion associated with the
collaboration agreement described in Note 11 tatmesolidated financial statements.

Research and development expenses include direghekcosts such as fees paid to consultantsingerhal direct and indirect costs
such as compensation and other expenses for resmadaevelopment personnel, supplies and mateclalgal trials and studies, facility
costs and depreciation.

Due to the risks inherent in the product developmpencess and given the early-stage of developwfergrtain projects, we are unable
to estimate with meaningful certainty the costswileincur in the continued development of our
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product candidates for commercialization. In additiwe do not currently track research and devedyroosts by individual project.
However, we expect our research and developmetd tmwbe substantial as we move other product datek into preclinical and clinical
trials and advance our existing product candidatieslater stages of development.

Sales and Marketing Expense

Sales and marketing expense increased from $19i0mtb $22.0 million for the nine months endedh&smber 30, 2012 due to
increased costs of $3.0 million for additional istraents in our sales organization, including angase in personnel and corresponding travel
and training costs. Other key components of thiease relate to continued investment in assesstagefproduct extensions and
enhancements and market research.

General and Administrative Expense

General and administrative costs decreased froml$tiflion to $15.8 million for the nine months esttiSeptember 30, 2012 primarily
due to a decrease in the incentive compensaticuaaaf $0.9 million because of a weak 2011/201/4 emd flu season.

Amortization of Intangible Assets from Acquired Busnesses and Technology

Amortization of intangible assets from acquiredibesses consists of customer relationships, puech@shnology and patents and
trademarks acquired in connection with the acqaisiof DHI. Amortization of intangible assets fraquired technology consists primarily
of expense associated with purchased technology.

Other Income (Expense)

Interest expense primarily relates to interest paidborrowings under the Senior Credit Facility amdrest paid on our lease obligation
associated with our San Diego facility. The redutin the outstanding principle balance under ithe ¢f credit from $42.0 million as of
September 30, 2011 to $19.0 million as of SepterBbeR012 resulted in a reduction to interest egpenf $0.7 million.

Income Taxes

The effective tax rate for the nine months endgqute8eber 30, 2012 and 2011 was 40.0% and 34.0%gcteéply. We recognized a tax
benefit of $2.5 million and a tax expense of $3illion for the nine months ended September 30, 28122011, respectively. The primary
difference between the September 30, 2012 and 1Bbpte30, 2011 effective tax rate is due to thewesioh of the federal research and
development tax credit due to the expiration ofdtatute. In addition, we reduced our reserve faettain tax positions resulting from a
federal statutory audit.

Liquidity and Capital Resources

As of September 30, 2012, our principal sourcdigafdity consisted of $17.8 million in cash andshaquivalents, and $60.0 million
available to us under our Senior Credit Facilithiet can fluctuate from time to time due to, amotier factors, our funded debt to adjusted
earnings before interest, taxes, depreciation, eimation and stock compensation (“adjusted EBITD#gfio. Our working capital as of
September 30, 2012 was $53.7 million.

Cash provided by operating activities was $5.9iamlduring the nine months ended September 30,.20&2had a net loss of $3.7
million, including non-cash charges of $21.5 mitliof depreciation and amortization of intangiblsets and property and equipment, and
stock-based compensation. Other significant chaimgegerating assets and liabilities include amease in deferred tax assets net of
liabilities of $2.4 million, accounts receivable$#.5 million, and inventory of $2.1 million all @fhich are related to the seasonal nature of
our business. Prepaid expenses and other cursgtsascreased by $2.6 million primarily due ta2sb$million receivable as described in
Note 11 to the consolidated financial statemenéshCprovided by operating activities was $34.3iamlduring the nine months end
September 30, 2011. We had net earnings of $6libmilncluding non-cash charges of $17.9 millidrdepreciation and amortization of
intangible assets and property and equipment, oét-based compensation. The most significant cbsutgoperating assets and liabilities
included an increase in accounts receivable of 88l&n and decreases in inventories and incomedaeivable of $2.9 million and $8.3
million, respectively. The increase in accounteneable and the decrease in inventory are relatdidet seasonal nature of our business, while
the decrease in income tax receivable is due @ eefund received during the nine months endedefdger 30, 2011.
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Our investing activities used $23.1 million durithg nine months ended September 30, 2012 printaiéyed to the acquisition of
intangibles associated with our exercise of a btigtawse under the Alere Amendment. During the miieaths ended September 30, 2012,
we exercised the buy-out right under the Alere Adment, which allowed us to buy-out any remaininmifel royalty obligation for a fixed
cash payment in the amount of $15.7 million les® $dillion of specified third quarter 2011 royattien addition, we used cash for investing
activities associated with the acquisition of pratin and scientific equipment, and building impeawents during the nine months ended
September 30, 2012. Our investing activities used%million during the nine months ended Septen3iBe2011 primarily related to the
acquisition of licensed technology associated withAlere Amendment as discussed in Note 11 t&€thesolidated Financial Statements. In
addition, we acquired production and scientificipment, and building improvements during the nirenths ended September 30, 2011.

We are planning approximately $5.5 million in cap#xpenditures for the remainder of 2012. The arnpurpose for our capital
expenditures is to acquire manufacturing and sifieeguipment, implement facility improvementsetpurchase or development of
information technology and leased instruments undstomer rental agreements. We plan to fund tbasital expenditures with cash flow
from operations and other available sources ofditjy We have $4.1 million in firm purchase comménts with respect to such planned
capital expenditures as of the date of filing tiejsort.

Cash used for financing activities of $26.2 millidaring the nine months ended September 30, 20%2viaarily related to repaymel
under our Senior Credit Facility of $23.0 millieand repurchases of 200,400 shares of our commok staler our share repurchase program
at a cost of approximately $2.9 million. Our finargactivities generated $27.5 million of cash dgrihe nine months ended September 30,
2011. This was primarily related to proceeds frbmdale of our common stock, partly offset by repagts made under the line of credit,
both of which occurred during the first quarter26fL1.

On August 10, 2012, we entered into an amendedestdted $140.0 million senior secured syndicatedicfacility (the “Senior Credit
Facility”), which matures on August 10, 2017. Tren®r Credit Facility amends and restates our $l&0llion senior secured credit facility
dated October 8, 2008. As part of this amendmeatmaurred $1.0 million in deferred financing costlated to the Senior Credit Facility in
addition to the $0.6 million we had previously regexd related to the original credit facility. As ®&ptember 30, 2012, we had $1.6 million
included as a portion of other non-current as3éts.Senior Credit Facility bears interest at eilH&OR or the base rate plus in each case the
applicable margin. The base rate is equal to thkdriof (i) the lender’s prime rate, (ii) the fealfiunds rate plus one-half of one percent and
(iii) LIBOR plus one percent. The applicable raeenerally determined in accordance with a perdoice pricing grid based on our leverage
ratio and ranges from 1.25% to 2.50% for LIBOR tatas and from 0.25% to 1.50% for base rate |¢aegghted average interest rate of
1.72% at September 30, 2012). The agreement gongeting Senior Credit Facility is subject to certaiistomary limitations, including amo
others: limitation on liens; limitation on mergeesnsolidations and sales of assets; limitatiodelot; limitation on dividends, stock
redemptions and the redemption and/or prepaymeuthef debt; limitation on investments (includimguhs and advances) and acquisitions;
limitation on transactions with affiliates; and Itation on disposition of assets. We are also subefinancial covenants which include a
funded debt to adjusted EBITDA ratio (as definethi@ Senior Credit Facility, with adjusted EBITDArmerally calculated as earnings before,
among other adjustments, interest, taxes, depi@tjamortization, and stock-based compensationjaexceed 3:1 as of the end of each
fiscal quarter, and an interest coverage ratiooviess than 3:1 as of the end of each fiscal guarhe Senior Credit Facility is secured by
substantially all of our present and future asaatsproperties. As of September 30, 2012, we had)3$8illion available under the Senior
Credit Facility. Our ability to borrow under therer Credit Facility fluctuates from time to timeielto, among other factors, our borrowings
under the facility and its funded debt to adjudEBITDA ratio. As of September 30, 2012, we had $Ifillion outstanding under the Senior
Credit Facility. As of September 30, 2012, we wiareompliance with all financial covenants.

Our cash requirements fluctuate as a result of nonsefactors, such as the extent to which we gémeessh from operations, progres
research and development projects, competitiorteaithological developments and the time and expamrdi required to obtain
governmental approval of our products. In additiwa,intend to continue to evaluate candidates dqusitions or technology licensing. If we
determine to proceed with any such transactionanase need to incur additional debt, or issue aoldiiti 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 operatingde during the next 12 months.
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Off-Balance Sheet Arrangements

At September 30, 2012, we did not have any relatigrs or other arrangements with unconsolidatetiesbr financial partners, such
as entities often referred to as structured finamcgpecial purpose entities, which would have lestablished for the purpose of facilitating
off-balance sheet arrangements or other contragtmairow or limited purposes. As such, we arematerially exposed to any financing,
liquidity, market or credit risk that could aridene had engaged in such relationships.

New Accounting Standards

In September 2011, the Financial Accounting StassiBoard (FASB) issued Accounting Standards UpNate2011-08)ntangibles—
Goodwill and Other (Topic 350): Testing Goodwilt fmpairment, (“ASU 2011-08"), to allow entities to use a quatiive approach to test
goodwill for impairment. ASU 2011-08 permits anignto first perform a qualitative assessment ttedaine whether it is more likely than
not that the fair value of a reporting unit is léfsan its carrying value. If it is concluded thiaittis the case, it is necessary to perform the
currently prescribed two-step goodwill impairmesdtt Otherwise, the two-step goodwill impairmest te not required. The provisions of
this ASU were effective for us for fiscal years antrim periods beginning after December 31, 2@t the adoption did not have an img
on our consolidated financial statements.

In July 2012, the FASB issued Accounting Standalddate No. 2012-02ntangibles—Goodwill and Other (Topic 350): Testing
Indefinite-Lived Intangible Assets for ImpairmertASU 2012-02"), to simplify the testing for aajy in value of intangible assets such as
trademarks, patents, and distribution rights. Tinersded standard reduces the cost of accountirigdefinite-lived intangible assets,
especially in cases where the likelihood of impa&intis low. The changes permit businesses and othanizations to first use subjective
criteria to determine if an intangible asset has$ l@lue. The amendments to U.S. GAAP will be difecfor fiscal years starting after
September 15, 2012. Early adoption is permitted.avéecurrently evaluating the impact of our pendidgption of ASU 2012-02 on our
consolidated financial statements.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caodiand results of operations are based on ourotidased financial statements, which
have been prepared in accordance with accountingiples generally accepted in the U.S. The prajmaraf these financial statements
requires us to make estimates and judgments tfeat dfie 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 tasggcome taxes, stock-based compensation, réstig and contingencies and litigation.
We base our estimates on historical experienceoandrious other assumptions that we believe a@soreable under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liagslithat are not readily apparent from other
sources. Actual results may differ from these estis.

A comprehensive discussion of our critical accaumfolicies and management estimates is includébimagement’s Discussion and
Analysis of Financial Condition and Results of Ggtiems in our Annual Report on Form 10-K for thayended December 31, 2011.

During the quarter ended September 30, 2012, werezhinto a collaborative arrangement with a tpiady. ASC topic 808,
Collaborative Arrangements, defines a collaborativtengement as an arrangement where the pardiestwve participants and have expo:
to significant risks. We are accounting for thenjaievelopment and commercialization activitieswtite third party as a joint risk sharing
collaboration in accordance with ASC topic 808, |&mbrative Arrangements. Payments from the thirdypae recorded as a reduction to
research and development expense in the accommaogisolidated financial statements due to theraaifithe activities.

Determining the fair values and useful lives of ifit@angible assets acquired in connection withAteze Amendment described in Note
11 requires the exercise of judgment. While theessanumber of different generally accepted vatuathethods to estimate the value of
intangible assets, we used the discounted cashrfletliod in determining the value of licensed tetgppassociated with the Alere
Amendment. This method required significant manag@rjudgment to forecast the future operating tesided in the analysis. In addition,
other significant estimates were required suctesglual growth rates and discount factors. Thenedgtis we used to value and amortize
intangible assets were consistent with the pladsestimates that we use to manage our businessenetbased on available historical
information and industry estimates and averagessdljudgments can significantly affect our net apieg results.
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ITEM 3.  Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

The fair market value of our floating interest rd&bt is subject to interest rate risk. Generdltig,fair market value of floating interest
rate debt will vary as interest rates increaseearehse. We had $19.0 million outstanding undeSamior Credit Facility at September 30,
2012. The weighted average interest rate on thesewings is currently 1.72%. A hypothetical 10Gisgpoint adverse move in interest rates
along the entire interest rate yield curve woulttémse our annual interest expense by approximé@eB/million. Based on our market risk
sensitive instruments outstanding at Septembe2@IR, we have determined that there was no matadétet risk exposure from such
instruments to our consolidated financial positi@sults of operations or cash flows as of such.dat

Our current investment policy with respect to oasltand cash equivalents focuses on maintainirgptadale levels of interest rate risk
and liquidity. Although we continually evaluate qalacement of investments, as of September 30,,20fkZash and cash equivalents were
placed in money market or overnight funds that elelve are highly liquid and not subject to matemarket fluctuation risk.

Foreign Currency Exchange Risk

The majority of our international sales are nedetidor and paid in U.S. dollars. Nonetheless,dlszdes are subject to currency risks,
since changes in the values of foreign curren@ksive to the value of the U.S. dollar can remmlarproducts comparatively more expensive.
These exchange rate fluctuations could negativepart international sales of our products, as colfthges in the general economic
conditions in those markets. Continued changedrvtiues of the Euro, the Japanese Yen and otfegfocurrencies could have a negative
impact on our business, financial condition anditsf operations. We do not currently hedge agfaémchange rate fluctuations, which
means that we are fully exposed to exchange raegds. In addition, we have a supply agreementavitiieign vendor whereby we evenly
share the foreign currency exchange fluctuatidn Mge may, in the future, enter into similar suctaagements.

ITEM 4. Controls and Procedures

Evaluation of disclosure controls and procedur&¥e have performed an evaluation under the supervesnd with the participation of
our management, including our Chief Executive @ffi¢'CEO”) and Chief Financial Officer (“CFQ"), dlie effectiveness of our disclosure
controls and procedures, as defined in Rule 13a)1&(der the Securities Exchange Act of 1934 (Exchange Act”). Based on that
evaluation, our CEO and CFO concluded that ourl@isce controls and procedures were effective &eptember 30, 2012 to provide
reasonable assurance that information requiree@ wisrlosed by us in the reports filed or submitigdis under the Exchange Act is recorc
processed, summarized and reported within the pieniods specified in the SEC’s rules and forms.

Changes in internal control over financial repodiriThere was no change in our internal control ovearicial reporting during the
quarter ended September 30, 2012 that materidiygtafl, or is reasonably likely to materially affemur internal control over financial
reporting.
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PART Il OTHER INFORMATION
ITEM 1.  Legal Proceedings

We are involved in various claims and litigationttees from time to time in the ordinary course ofimess. We believe that all such
current legal actions, in the aggregate, will ntdna material adverse effect on the company. Werahintain insurance, including coverage
for product liability claims, in amounts which welleve are appropriate given the nature of thertassi.

ITEM 1A. Risk Factors

There has been no material change in our risk faet® previously disclosed in our Annual ReporEForm 10-K for the fiscal year
ended December 31, 2011. For a detailed descripfionr risk factors, refer to Item 1A, “Risk Fargtbof our Annual Report on Form 10-K
for the year ended December 31, 2011.

ITEM 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

The table below sets forth information regardingurehases of our common stock by us during thesthrenths ended September 30,
2012:

Approximate dollar

Total number value of shares tha
of shares purchase

Total number Average may yet be

price paid as part of publicly purchased
of shares announced plans under the plans or

Period purchased(1) per share or programs programs

July — $ — — $ 22,081,00
August — — — 22,081,00
Septembe — — — 22,081,00
Total — $ — — $ 22,081,000

(1) On November 28, 2011, we announced that ourogDirectors authorized us to repurchase umtaggregate of $25.0 million in
shares of our common stock under our stock repsecheogram. Any shares of common stock repurchaseéer this program will no
longer be deemed outstanding upon repurchase dhideweturned to the pool of authorized sharess Tépurchase program will expire
on November 8, 2013 unless extended by our BoaRirettors.

ITEM 3.  Defaults Upon Senior Securitie:
None.

ITEM 4. Mine Safety Disclosures
Not applicable.

ITEM 5. Other Information
None.
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ITEM 6.

Exhibit

Number

3.1

3.2

4.1

10.1

10.2

31.1*

31.2*

32.1*

101**
101**
101**
101**
101**

Exhibits

Restated Certificate of Incorporation of Quidel @mation. (Incorporated by reference to Exhibit ®.the Registrant’s Quarterly
Report on Form 1-Q filed on October 29, 201(

Amended and Restated Bylaws of Quidel Corporatimtorporated by reference to Exhibit 3.2 to thgiReant’'s Current Report
on Form K filed on November 8, 2000

Certificate of Designations of Series C Junior iegurating 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 Credit Agreement. (Incorpoiayeeference to Exhibit 10.1 to the Registra@iisrent Report on Form 8-
K filed August 15, 2012

Amended and Restated Security Agreement. (Incotpditay reference to Exhibit 10.2 to the Registmturrent Report on Form
8-K filed August 15, 2012

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

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

Certifications by Principal Executive Officer andrigipal Financial and Accounting Officer of Regéatt pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&dBarban+-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum
XBRL Taxonomy Calculation Linkbase Docum
XBRL Taxonomy Label Linkbase Docume

XBRL Taxonomy Presentation Linkbase Docum

* Filed herewith

**  Pursuant to applicable securities laws and ratiohs, we are deemed to have complied with thertieyg obligation relating to the
submission of interactive data files in such exsibind are not subject to liability under any drgizd provisions of the federal securit
laws as long as we have made a good faith attesgairhply with the submission requirements and pttyrgmend the interactive data
files after becoming aware that the interactiveadigs fail to comply with the submission requirems. Users of this data are advised
that, pursuant to Rule 406T, these interactive filgmare deemed not filed and otherwise are nbjest to liability.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd-¢iport to be signed on its behalf
by the undersigned thereunto duly authorized.

Date: October 26, 201 QUIDEL CORPORATION

/s/ DOUGLAS C. BRYANT
Douglas C. Bryan

President and Chief Executive Offic
(Principal Executive Officer

/s/ RANDALL J. STEWARD

Randall J. Stewar

Chief Financial Officer

(Principal Financial Officer and Accounting Offide
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Exhibit

Number

3.1

3.2

4.1

10.1

10.2

31.1*

31.2*

32.1*

101**
101**
101**
101**
101**

Exhibit Index

Restated Certificate of Incorporation of Quidel @mation. (Incorporated by reference to Exhibit ®.the Registrant’s Quarterly
Report on Form 1-Q filed on October 29, 201(

Amended and Restated Bylaws of Quidel Corporatimtorporated by reference to Exhibit 3.2 to thgiReant’'s Current Report
on Form K filed on November 8, 2000

Certificate of Designations of Series C Junior iegurating 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 Credit Agreement. (Incorpoiayeeference to Exhibit 10.1 to the Registra@iisrent Report on Form 8-
K filed August 15, 2012

Amended and Restated Security Agreement. (Incotpditay reference to Exhibit 10.2 to the Registmturrent Report on Form
8-K filed August 15, 2012

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

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

Certifications by Principal Executive Officer andrigipal Financial and Accounting Officer of Regéatt pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&dBarban+-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum
XBRL Taxonomy Calculation Linkbase Docum
XBRL Taxonomy Label Linkbase Docume

XBRL Taxonomy Presentation Linkbase Docum

* Filed herewith

**  Pursuant to applicable securities laws and ratiohs, we are deemed to have complied with thertieyg obligation relating to the
submission of interactive data files in such exsibind are not subject to liability under any drgizd provisions of the federal securit
laws as long as we have made a good faith attesgairhply with the submission requirements and pttyrgmend the interactive data
files after becoming aware that the interactiveadigs fail to comply with the submission requirems. Users of this data are advised
that, pursuant to Rule 406T, these interactive filgmare deemed not filed and otherwise are nbjest to liability.
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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. I have reviewed this quarterly report on Forn-Q of Quidel Corporatior

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or enétate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemems,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(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 procsdaorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

(d) Disclosed in this report any change in thegggnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrig that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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 cootrer financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registran’'s internal control over financial reportir

Date: October 26, 2012

/s/ DOUGLAS C. BRYANT
Douglas C. Bryan

President and Chief Executive Offic
(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, Randall J. Steward, certify that:
1. I have reviewed this quarterly report on Forn-Q of Quidel Corporatior

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or enétate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemems,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(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 procsdaorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

(d) Disclosed in this report any change in thegggnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrig that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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 cootrer financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registran’'s internal control over financial reportir

Date: October 26, 2012

/s/ RANDALL J. STEWARD

Randall J. Stewar

Chief Financial Officer

(Principal Financial Officer and Accounting Offide




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 8002.

Each of the undersigned hereby certifies, in hacdy as an officer of Quidel Corporation, a Dedagcorporation (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 forgheod ended September 30, 2012 (the “Repaftjled with the Securitie
and Exchange Commission on the date hereof, follgaties with the requirements of Section 13(a)%(d} of the Securities
Exchange Act of 1934, as amended,;

» the information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
the Company

Dated: October 26, 2012

/s/ DOUGLAS C. BRYANT
Douglas C. Bryan

President and Chief Executive Offic
(Principal Executive Officer

/s/ RANDALL J. STEWARD

Randall J. Stewar

Chief Financial Officer

(Principal Financial Officer and Accounting Offide




